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Mr. Preston. The committee will come to order. 

This is the first meeting of this subcommittee and our first witness 
on the Commerce bill will be the Honorable Sinclair Weeks, Secre- 
tary of Commerce, whom we are delighted to have with us today, 
We realize, Mr. Secretary, that you are operating under a rather 
tight schedule. 

Secretary Werks. Yes. 

Mr. Preston. And that you wish to depart for New York this 
afternoon and to fly, sail, or whatever method you expect to use, to 
Europe. 

Secretary Weeks. I am leaving tomorrow, but I have a White 
House meeting at 4 o’clock. 

Mr. Preston. We will endeavor to excuse you as early as possible, 
giving everyone who wishes the opportunity to ask any questions he 
may have in mind. 

GENERAL STATEMENT 


I.suppose you have a written statement to file at this point in the 
record? 

Secretary Wnnks. Yes. 

Mr. Presron. And you can brief it orally for us. 

Secre ary Werks. Yes. 

(The statement is as follows:) 


STATEMENT OF SECRETARY OF COMMERCE WEEKS 


Mr. Chairman and gentlemen of the committee, I appreciate the opportunity 
0 present to the Department of Commerce and Related Agencies Subcommittee, 
he justifications in support of the President’s request for the Department of 
/ommerce, From this side of the table, it would appear that this new sub- 
ommittee designation is a recognition of the importance of this agency and its 
programs. We shall continually make every effort to warrant this belief. 
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There are certain characteristics of this request which I would like to point 
out in order to acquaint you with the problems which were faced in arriving at 
its determination. 

Approximately 66 percent, or $842.5 million, can be classified as permitting 
little or no administrative discretion through the budget process. The level of 
these expenditures depends upon the provisions of the legislation which authorized 
the programs and on other factors independent of Executive control. For 
examples, the highway grants to States are made under formulas fixed in legisla- 
tion; operating-differential subsidies of the Maritime Administration are deter- 
mined in large part by long-term contracts and the general economic condition 
of the shipping industry. 

This $842.5 million is summarized as follows: 

ane of prior contract authority for the Bureau of Public Roads, $707 
million; 

Operating differential subsidies and liquidation of prior contract authority for 
— of reserve fleet vessels in the Maritime Administration, $121 million; 

iquidation of prior contract authorization for the establishment of air navi- 
gation facilities and Federal-aid airport programs of the Civil Aeronautics 
Administration, $14.5 million. 

This $842.5 million for 1956 does not create additional authorization; it repre- 
sents the best estimate of cash requirements for projects previously authorized 
and forecast for completion and payment in 1956. 

The amount of $842.5 million estimated requirements for fiscal year 1956 for 
these items represents an increase of $85.4 million over the amount anticipated 
for 1955 for comparable items. This is principally attributable to the increased 
requirements of the Bureau of Public Roads. 

The remaining 34 percent, or $438.2 million, of the 1956 requirements for con- 
trollable items represents a net increase of $100.9 million over the comparable 
amount of $337.3 million for these items for 1955. The major increases are 
attributable primarily to the accelerated completion of the Inter-American High- 
way; the maritime ship construction program at a level of approximately $20 
million above the current year’s program; an expanded establishment of air 
navigation facilities program in the Civil Aeronautics Administration and pro- 
vision for modernization of Weather Bureau observational facilities; an approxi- 
mately $3 million increase is attributable to needs of the Office of the Secretary, 
the Coast and Geodetic Survey, Business and Defense Services Administration, 
the Office of Business Economics, the Patent office and the National Bureau of 
Standards. Decreases in the 1956 estimates from the total anticipated for 1955 
are primarily related to a decrease in Census Bureau activity in the agriculture 
and economic censuses, as well as a small decrease in the Bureau of Foreign 
Commerce. 

By way of recapitulation, I wish to point out that of the $1,280.7 million, approx- 
imately 66 percent, or $842.5 million, is for relatively uncontrollable items. The 
remaining 34 percent, or $438.2, relate to controllable programs. 

In advance of a more detailed presentation of these requests to be made by 
my assistants and Bureau officials directly concerned, I will summarize briefly the 
highlights of these requests: 


OFFICE OF THE SECRETARY 


The request of the Office of the Secretary reflects a net increase, after adjust- 
ment for certain nonrecurring costs, of $128,000 over the current fiscal year. 
Provision is made for full-year financing of positions in executive direction which 
were filled only a part of 1955. In order to provide more adequate coverage by 
staff services supporting the operation of my immediate office, I propose some 
strengthening in the areas of security control, budget and management, personnel 
management, and administrative operations. 

I am sure you will appreciate that the management of the Department, with 
its variegated programs and activities, is not a simple and personal matter. I 
have utilized all possible sources, particularly the staff offices, to aid me and my 
immediate assistants in acquainting ourselves with the complexities of our opera- 
tions. I regard the additional amounts required to strengthen this area as an 
investment which will ultimately and continually return dividends in the form of 
efficiencies and general improvement of operations in all areas of the Department. 


OFFICE OF STRATEGIC INFORMATION 


In accordance with a request by the National Security Council, I have estab- 
lished in the Office of the Secretary an Office of Strategic Information for which 
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funds are requested in this estimate. The purpose of this Office is to establish 
policies governing the voluntary protection of strategic information, publication 
of strategic information within the Government, and international exchange of 
information to assure maximum return to the American public, industry and the 
United States Government. I believe that the work of this office is of great 
national importance and urge the approval of funds for its continued operation. 


AVIATION WAR-RISK INSURANCE REVOLVING FUND 


Request is made for approval of language for an aviation war-risk insurance 
revolving fund. This is a renewal of a request made by the President February 
16, 1954, in House Document 332. This item was not allowed at that time, 
because the House and Senate committees apparently did not believe the item 
warranted consideration as a supplemental. The authorization for this activity 
is found in Public Law 47, 82d Congress, Ist session, approved June 14, 1951. 
This authorization is submitted pursuant to the provisions of section 1307 (f) 
of the act. 

Commercial war-risk insurance cannot be obtained on reasonable terms and 
conditions from authorized companies. Under the proposed program, binders 
would be issued at a fee of $100 per aircraft to provide coverage of the aircraft 
and the operator’s liability, other than liability to cargo; and $10 per aircraft to 
ee covérage for the operator’s liability to cargo. These binders would 

ecome war-risk insurance automatically on the outbreak of war. Administra- 
tive costs for preparing, printing, and issuance of these binders will be paid out 
of fee receipts. It is anticipated that binders will be issued on 100 aircraft 
during 1956. 
BUREAU OF THE CENSUS 


The decrease in the total estimates for the Bureau of the Census from $30,630,000 
in 1955 to $18,555,000 in 1956 results from a reduction in the second year’s 
appropriation requirements for the 1954 agriculture and economic censuses initi- 
ated in 1955. Additional appropriations, amounting to $1,700,000, are being 
requested for improvements in the regular program of current statistics, for 
electronic equipment development, and for an intercensal housing survey as a 
part of a Governtmentwide effort endorsed by the President to improve statistics 
in those areas where additional information is needed to maintain an appraisal 
of our national economy. 

One of the problems of most concern in recent months has been the nature of 
changes in unemployment and various kinds of employment in response to changes 
in Government and business programs. The need for greater detail and further 
improvement of statistics on employment and unemployment has become apparent 
during this period. It is proposed to double the size of the sample of the monthly 
current population survey to provide more accurate measurement of the changes 
chich occur in employment and unemployment, and to provide supplemental 
information on subjects such as occasional and part-time workers, persons holding 
two or more jobs, and people who change jobs frequently. 

In the area of manufacturing, existing programs provide data on many specific 
commodities from month to month, but provide no direct measures for many 
other products or for total manufacturing between the 5-year census periods. 
The budget estimates include provision for an annual survey of manufactures to 
provide the needed measures. An annual survey of retail trade is also needed and 
provided for in the budget. 

The State and local governments in total represent an important segment of 
the national economy, spending over $30 billion a year. The existing program 
provides national estimates of aggregate receipts and expenditures of State and 
local governments, and individual figures for the governments of each State, and 
most of the larger cities. There are no reliable State-by-State aggregate figures, 
however, covering the finances of counties, municipalities, school districts, and the 
like. The proposed program provides for initiating a biennial survey which would 
provide reliable data for the aggregate of local governments in each State. 

The experience of the Bureau of the Census with electronic equipment has 
proved its value in mag, the tabulation of statistical data and in reducing unit 
costs. It is anticipated that the rapid advances in the general technology of 
electronic data processing systems will continue for several years at least. If the 
very large potential of savings in the 1960 Decennial Census is to be realized, such 
developments, which will be taking place within industry and government, must 
undergo a process of adaptation to be most effectively applied to census problems, 
In addition, pilot models of new electronic devices must be built or purchased. 
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We are, therefore, requesting $200,000 for this purpose in the fiscal year 1956 and 
anticipate a similar request of about the same magnitude in the next fiscal year. 

The proposed intercensal housing survey is to provide the first measurement, 
since the 1950 census of housing, of the Nation’s housing supply and its charac- 
teristics. The critical role which construction and financing of housing occupy in 
the maintenance of high-level economic activity has increased the dependence of 
responsible agencies and individuals on up-to-date information as to the changes 
in character and utilization of new and old housing. This survey provides for a 
sample enumeration which will supply information for the Nation as a whole, for 
regions, and for major categories of metropolitan areas. 

The budget estimates also make provisions for the funds needed for completion 
of the censuses of agriculture, business, manufactures, and mineral industries 
begun in fiscal year 1955. 


CIVIL AERONAUTICS ADMINISTRATION 


The 1956 budget estimates for the Civil Aeronautics Administration total 
$159,340,000. Compared with $129,205,746 in appropriations for 1955, this is 
an increase of $30,134,254. Of this increase $14,500,000, or approximately 50 
percent, is for liquidation of contract authorities. For CAA this form of program 
authorization was last enacted in fiscal year 1951 and the resulting obligations are 
becoming due and payable. The requested amount will permit payments in full 
for such obligations and place the operations on a pay-as-you-go basis. The 
remainder of the increase is $15,634,254, which is a net amount allowing for some 
program increases while others are being cut back. ' 

The principal need of the CAA is to strengthen the Federal airways system 
by providing some new facilities and improving others. As the President pointed 
out in his budget message “The continuing growth of civil and military air traffic 
has increased congestion on the airways system—at times restricting aircraft 
operations in areas of heavy traffic.”’ For the facilities required to maintain high 
standards of safety and regularity of flight operation, an increase of $18 million 
is recommended under the appropriation heading ‘‘Establishment of Air Naviga- 
tion Facilities.’’ These funds are needed for more radar equipment and expansion 
and improvement of aids to air navigation and traffic control. These equipments 
will improve our system as they are placed in operation in a year or so. At the 
same time it is necessary to request more positions and funds to operate facilities 
previously authorized and provide some relief in meeting the workload of the 
agency resulting from the rapid progress of civil aviation and the very significant 
expansion of military air activity. In our planning we are concentrating on 
providing only those Federal aids which are indispensable to this jet age industry. 

As an economy measure, we have gone as far as I consider reasonable at this 
time in reducing other programs so as to provide resources for the minimum re- 
quirements of the Federal airways system. Among the steps we have taken is 
to propose discontinuing the operation of certain low activity facilities and re- 
stricting the request for grants-in-aid for airports to $11 million. This amount 
for airports is $9,750,000 below the grant level authorized by Congress for the 
current year and such a change in emphasis is indicative of how we have tried to 
meet our responsibilities by making adjustments, rather than requesting addi- 
tional funds, wherever possible. 

In the program for aviation safety, we are continuing to work toward delegating 
more authority and responsibility to the maturing aviation industry for com- 
pliance with safe operating standards. In this, our objective is to relieve the 
Government of the necessity of detailed supervision of responsible aviation busi- 
ness establishments leaving to them the responsibility of meeting pertinent civil 
air regulations. We have been doing a good deal of detailed checking on such 
operations and we think that by giving them more responsibility for compliance, 
plus a sound spot-check program to see to it that they live up to such responsi- 
bility, we can obtain the same desired results at less cost to the taxpayers. 

Applicable to other areas of CAA, it is expected that this Congress will be 
requested to act on legislation that will incorporate Washington National Airport 
and a bill (S. 742) has already been introduced that would establish a revolving 
fund for the operation of the public airports at Anchorage and Fairbanks, Alaska. 


COAST AND GEODETIC SURVEY 


The estimates for the Coast and Geodetic Survey provide for an increase in 
its basic functions from a level of $10,200,000 in 1955 to $10,400,000 in 1956. 

This Bureau has, for nearly a century and a half, been recognized as an out- 
standing agency of the Federal Government in the production of charts, maps, 
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and related publications, so necessary for the fostering of sea and air commerce; 
also in the preparation of hydrographic, topographic, geodetic, tide, current, 
and magnetic survey data essential to the needs of Government and private 
organizations in many fields of technical endeavor. 

Demands upon the Bureau for its products and services, especially in aero- 
nautical charting and geodetic control, are normally in excess of its capacity. 
Adoption of the most modern surveying and chart production techniques has 
made possible the fulfillment of the most urgent of these high priority demands. 

Estimated accomplishments for 1956 include the production of over 40 million 
nautical and aeronautical charts; the surveying of 35,000 square miles of our 
coastal and Alaskan waters and the establishment of 7,200 horizontal and vertical 
control points in the States. These charts are of inestimable value to the economy 
of the Nation and the preservation of life and property; the hydrographic surveys 
provide vital information for both commercial and military interests and the 
control points are needed for many engineering and scientific projects such as 
highway construction, location of National, State, and private boundaries and 
reclamation and flood control projects. 

The estimates for 1956 include $175,000 to begin a program of geodetic, topo- 
panhie, tidal, and hydrographic surveying along the Texas and Louisiana coasts. 

his program will be initiated at the request of the Secretary of the Interior in 
order to facilitate the Interior Department’s administration of their responsi- 
bilities under the act of August 7, 1953 (67 Stat. 462) known as the Outer Conti- 
nental Shelf Lands Act. The seaward boundaries of the several States are de- 
pendent upon the accurate determination of the line of ordinary low water as 
defined in the Submerged Lands Act of May 22, 1953 (67 Stat. 29). I would like 
to make four points clear, as pointed out to me by the Secretary of the Interior. 

(1) The Coast and Geodetic Survey is the recognized agency of the Federal 
Government responsible for making the needed surveys; 

(2) Approximately $150 million of revenue has already been received by the 
Federal Government as bonus for leases on those lands offered; 

(3) The areas offered for lease constitute only a fraction of the areas which 
are extremely valuable for their mineral resources; and 

(4) Areas which might be claimed by the States under the Submerged 
Lands Act were withheld from lease sales. 

The Coast and Geodetic Survey will continue to place emphasis, on a priority 
basis, on programs involving safety of navigation, needs of the Department of 
Defense, and the preparation of data important to the Nation’s economy. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


The funds requested for the Business and Defense Services Administration for 
fiscal year 1956 provide a minimum for carrying out the responsibilities delegated 
to the Department of Commerce by the Office of Defense Mobilization with re- 
spect to mobilization readiness and industrial preparedness; a staff to serve as the 
focal point in the furtherance of the Department’s statutory responsibility to 
foster, promote and develop commerce and industry; and for administering the 
residual allocations and control authorities delegated to the Secretary of Commerce 
pursuant to the Defense Production Act of 1950 and the Rubber Act of 1948. 

The defense materiels system, which has been greatly simplified and stream- 
lined to serve the purpose of continuing residual controls and allocations, is also 
an essential element of the mobilization readiness and industrial preparedness 
program and is so coordinated with the other programs designed to insure indus- 
trial preparedness as to be considered actually a part of the mobilization program 
although it is specifically authorized under the Defense Production Act. This 
program has been reduced in terms of size and workload to the point where it 
represents a very small part of the requirements of the agency and is so designed 
that it produces as a byproduct of the operation the most economic method of 
obtaining the necessary information on which to base mobilization and prepared- 
ness decisions. Consequently, because it is impossible to separate the cost of 
controls and allocations from the mobilization and service-to-business operations 
of the BDSA, the 1956 estimate is submitted as a single estimate to carry out all 
the responsibilities of the BDSA. 

The administration recognizes that one of the characteristics of a dynamic, 
changing economy is spot or local unemployment which may adversely affect an 
entire community. Further, the administration believes that we must positively 
assist depressed communities in developing workable solutions to this problem. 
President Eisenhower in his Economic Report devoted a substantial portion to 
an analysis of the factors which cause these situations. Further, he commended 
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the efforts of our Area Development Division in working with local groups and 
recommended a strengthening of this activity. 
Consistent with the President’s recommendation, additional funds for the 
Area Development Division will enable us to work more closely with those local 
groups who are striving to solve the problem and to relate Federal activities to 
local needs where these people cannot take the necessary actions for themselves. 

Construction is a $55 billion industry—the largest by far of all our industries, 
It accounts for nearly 15 percent of our gross national product and generates 
employment for over 8 million workers at the construction sites and in the manu- 
facture and distribution of construction materials. Because of its tremendous 
size, its dominance by small establishments, the location of projects in every part 
of the country and other well-known characteristics, it is of vital importance in 
the promotion of a sound, stable and growing economy. 

It is a well-known fact that critically needed statistical and economic informa- 
tion about the construction industry is not available, and what is available is 
inadequate. This condition poses a threat to the formulation and execution of 
sound public policies as well as important private industry decisions. 

For the fiscal year 1956, the budget includes an increase for the construction 
statistics program to improve the soundness and reliability of the new construc- 
tion activity series and to permit compilation of data on expenditures for altera- 
tions and repairs. 
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FIELD OFFICE SERVICE 





To carry out the field programs of the Business and Defense Services Adminis- 
tration, the Bureau of Foreign Commerce and the Office of Business Economics, 
the Department maintains field offices in 33 cities. These offices enable the 
Department and the business public to work together at close range and they 
make the services and facilities of the Department available at points where they 
can be used most effectively. The estimates provide for $1,948,000, the same 
amount as currently appropriated, which will enable us to continue these offices 
at the current level. 


BUREAU OF FOREIGN COMMERCE 








In providing funds for the current fiscal year, the Congress took an important 
first step in rehabilitating the service to business functions of the Bureau of 
Foreign Commerce. The results of this modest expansion are already beginning 
to appear. We have been able to revitalize our publications program which is 
the single most important tool for supplying business with the international 
information which it so badly needs. We have been able to throw more resources 
into the job of obtaining better treatment for American exporters by foreign 
governments—and we have enjoyed some degree of success in this undertaking. 
We have improved our facilities for providing information to potential foreign 
investors. 

Further progress is dependent on strengthening the support activities of the 
Foreign Service on which the Bureau of Foreign Commerce is necessarily de- 
pendent. For the next fiscal year we are therefore putting major emphasis on 
working with the Department of State to increase the quantity and improve the 
quality of the business service function of the Foreign Service. The budget of 
the Department of State reflects this emphasis. 

As far as the Bureau of Foreign Commerce itself is concerned, the goal for the 
next fiscal year should be the consolidation of the gains made possible by this 
as appropriations. This aim is also reflected by the State Department’s 

oreign Service budget for the coming fiscal year. We are, therefore, not asking 
for an expansion of the facilities of the Bureau but are rather asking for sufficient 
funds to finance on an annual basis the level of activity made possible by this 
year’s appropriation. The resulting increase of $200,000 will, it should be noted 
be more than offset by the $600,000 decrease in the export control activities of 
the Bureau—a decrease made possible by the decisions of last summer to control 
a smaller list of commodities but with greater emphasis on enforcement of these 
controls. 

The Department has also undertaken at the request of the President the job 
of expanding the participation of the United States in trade fairs held abroad. 
This very important undertaking must continue during the coming fiscal year. 
I expect that the Congress will be asked to make financial provision for that 
program in the near future. 


é 
OFFICE OF BUSINESS ECONOMICS 


At this time last year I reported that the Department was not sufficiently 
equipped to apply its economic intelligence to the ea handling of business 
fluctuations. ou will have noted in special analysis I of the President’s overall 
budget—entitled ‘‘Federal Economic Statistical Programs’’—than an increase is 
requested for further analysis of national economic trends. The increase is asked 
as part of a program to restore activity of the Office of Business Economics to a 
more adequate level so at to improve its basic measures. 

The Office of Business Economics is responsible for computing the national 
income, national product, aggregate consumer expenditures, and many other vital 
aspects of the economy’s state of well-being. Whether in a period of stability, 
as last year at this time, or as now in a time of increasing activity, it goes without 
saying that both business and Government depend heavily upon the facts provided 
by this office. Such facts are essential and they must be as accurate as possible. 
They are fundamental to the analysis of current business movement and to the 
formation of programs looking toward accelerated growth in national output. 
Marketing campaigns and investment decisions hinge upon these facts. 

Out of my feeling that the Department must be vigilant and well prepared in 
making recommendations affecting business, I strongly urge that the staff of 
OBE should be strengthened. I believe that the steady reduction of this office 
has gone too far and that additional funds must be provided to put the new busi- 
ness census results into the vitally important national income-product accounts, 
These accounts are basic to the key function of the Department— its job of pro- 
viding accurate and up-to-date facts on the overall volume of output and income 


MARITIME ADMINISTRATION 


The recommended budget for the Maritime Administration emphasizes the 
primary objective of the Administration, that of fostering a privately owned, 
privately operated American merchant marine consisting of the most modern 
competitive ships capable of serving as military auxiliaries in times of national 
emergency, and in times of peace of carrying a substantial portion of our com- 
merce over our essential trade routes. 

With reference to ship construction, the budget request of $102.8 million 
reflects the President’s budget policy and objectives which call for aiding industry 
in building more ships with the assistance of a minimum of Federal funds. The 
shipbuilding program that should result from this requested appropriation is 
estimated to approximate about $225 million in new ship construction, with the 
greater portion of the financing to be provided by industry. This program pro- 
vides for the construction of 20 new ships, 1 prototype tug, and the conversion 
of 2 Mariners, 2 passenger ships and 1 Liberty ship. The program is designed to 
aid in accomplishing a number of long-term objectives which are, (1) the system- 
atic and orderly replacement of cargo ships built during or before World War 
II, (2) construction of national defense prototype ships of a type suitable for 
mass production in time of an emergency, (3) construction by private account 
of tankers and acquisition by the Government of desirable used tankers to meet 
critical shortages for national defense, (4) experimental development and mod- 
ernization of the active and reserve fleets with the view of increasing cargo- 
handling efficiency and mobilization capacity, and (5) maintenance of a nucleus 
of shipyard workers capable of expansion to meet planned mobilization demands 
in the event of an emergency. 

The requested appropriation of $115 million for operating-differential subsidies 
will aid materially in the liquidation of outstanding obligations of the Govern- 
ment to the subsidized steamship operators. This was a matter of great concern 
to me when I became secretary. Due to faulty procedures in the establishment 
of operating-differential subsidy rates, delays had been encountered in the pay- 
ment of these obligations which covered a period of nearly 7 years. During the 
period 1947 through 1952 only very limited partial payments were made to the 
operators. The elimination of this backlog of work and the establishment of a 
sound basis for the calculation of subsidies was given the highest consideration 
by my office and it is gratifying to report that the Maritime Administration is 
rapidly reaching a point where we will be at the most current possible position 
insofar as the establishment of rates is concerned, which furnishes the basis upon 
which current payments can be made to these operators. 

On the basis of a request (H. Doc. 88) for supplemental funds for fiscal year 
1955 of $60 million, and $115 million for 1956, it is estimated that the unpaid 
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subsidy remaining as of June 30, 1956, of approximately $100 million will consist 
primarily of accounts withheld pending annual audit plus the subsidy earned in 
the second quarter of calendar year 1956. This amount will, of course, be subject 
to adjustment to reflect any changes in the cumulative recapture position of the 
operators. 

Funds requested for ‘‘Salaries and expenses”’ for the Maritime Administration 
have been very carefully geared to high priority items, many of which have been 
deferred from year to year, which of necessity require urgent consideration at the 
present time. These consist principally of a planned program for the elimination 
of a serious backlog of preservation work on ships in the reserve fleets and the 
performance of the highest priority items of deferred maintenance work required 
in the reserve shipyards and other facilities to forestall greatly increased mainte- 
nance and repair costs in the near future, 


PATENT OFFICE 


The estimate of $12 million for the Patent Office provides for the same level 
of staff and productive capacity as is provided for in the current fiscal year. 
The increase of $500,000 over the appropriation for 1955 is required to provide 
sufficient funds for printing and publication costs associated with a higher volume 
of patents to be issued and certain other increased costs which must be met, 
To meet these costs, without the additional appropriation, would mean further 
retrenchment in the Office’s ability to deal with its work. 

The problem of Patent Office operations within its appropriation limitations, 
under which about 20 percent of its work is being deferred each year, is of con- 
siderable concern to the Department. Last summer I appointed a committee of 
experts in the field of electronic devices and systems, with Dr. Vannevar E. Bush 
as Chairman, to study the possibility of mechanizing the search process. The 
Committee completed its work and made its report to me late in December, 1954. 
It found that no existing machine or technique is available at the present time 
for mechanizing the search process, but expressed the belief that current develop- 
ments in the field of electronic computers provide an excellent chance for practical 
application to this problem if a vigorous research and development program is 
pursued. The Committee also concluded that the regular work of the Patent 
Office, including the serious problem of reclassification of patents, must go forward 
simultaneously with aggressive experimentation and development in the machine 
search field. 

Detailed programs which will provide for carrying out the Committee’s recom- 
mendations and take into account its important findings are now being developed. 
Budgetary proposals advanced for this purpose will be supplemental to the 
regular budget request for fiscal 1956. 

The Department has thoroughly considered the question of income-expense 
relationship in the Patent Office operations. Legislative proposals for considera- 
tion by this Congress for increasing fees have the aim of making the Patent Office 
more nearly self-sustaining. If enacted, such legislation will increase by more 
than $3 million a year the amount of general-fund revenue from Patent Office fees. 


BUREAU OF PUBLIC ROADS 


The estimates of the Bureau of Public Roads for the fiscal year 1956 reflect an 
acceleration of our Nation’s highway program in keeping with the enlarged 
authorizations provided by the Federal Aid Highway Act of 1954 and the general 
recognition that, since the beginning of World War II, our highway improvements 
have been lagging farther and farther behind our rapidly growing needs. 

Authorizations for Federal-Aid highways for fiscal year 1956 and 1957 were 
increased by 52 percent in the new act and now total $875 million for each year in 
contrast to the former rate of $575 million per vear. Added impetus was given 
the program by advancing by 6 months the apportionment of the 1956 author- 
ization to the States. The apportionment was made effective July 1, 1954, 
rather than approximately January 1, 1955, as would have been the case under the 
usual pattern. 

The 1956 estimate for Federal-Aid highways in the amount of $680 million 
represents funds that will be required to reimburse the States for the Federal 
share of the cost of highway construction initiated under apportioned authoriza- 
tions and for the administration of the program. For the 1955 fiscal year, $500 
million has been appropriated; however, a supplemental estimate of $100 million 
will also be required. 
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The 1956 estimate for forest highways in the amount of $25 million represents 
liquidation of contract authority provided by section 6 of the 1954 Federal-Aid 
Highway Act. The regular 1955 appropriation for forest highways was in the 
amount of $15 million, but a supplemental estimate of $4 million will be needed to 
pay contractors for work which will be accomplished during the year. The 
forest-highway program was accelerated also by advancing by 6 months the 
apportionment by States of the 1956 authorization in combination with the ex- 
tension of contract authority to the 1955, 1956, and 1957 authorizations by section 
6 of the new act. Since contract authority was not extended to the $15.9 million 
unappropriated balance of the 1954 authorization, its rescission is proposed. 

While the original 1956 estimate before you for the Inter-American Highway 
was in the amount of $5,750,000, recent developments indicate a major change in 
the scope of the program is desirable. 

On March 31, 1955, the President of the United States sent communications to 
the Vice President and the Speaker of the House expressing his conviction that 
because of economic and political reasons, now is the appropriate time to speed 
completion of the Inter-American Highway. The President’s letter included 
an estimate of $112,470,000 for the cost of completing the highway within a 
3-year period, of which $74,980,000 would be the share of the United States. 

One other estimate is included for Public Roads—that being $2 million for 
public-lands highways to liquidate contract authority extended to that program, 
also, by section 6 of the new act. No item was included for public-lands highways 
in the regular 1955 appropriation; however, a supplemental estimate for 1955 
is now being processed in the amount of $1 million. 

The present highway network is admittedly inadequate for the Nation’s 
growing needs. There is now for consideration by the Congress the President’s 
message of February 22 relative to a national highway program. This program 
enacted would accelerate a current program which until recently has barely 
provided construction of roads on a replacement or betterment basis. 


NATIONAL BUREAU OF STANDARDS 


I should like to concentrate this statement on the basic importance of National 
Bureau of Standards activities in relation to the Department’s overall concern 
with the industrial health of the Nation and to the advance of American tech- 
nology. Industry looks to the Bureau of Standards for those primary measures—- 
the fundamental standards—upon which the production of all consumer goods 
depends. It would be difficult to think of a single product which does not ulti- 
mately relate to the research, development, calibration, and standards provided 
by the Bureau. 

It has been a matter of deep concern to me that in several critical fields of 
science and in some rapidly expanding areas of American industry, the Bureau has 
been unable to keep up with the growing need for new scientific and technical 
data and for new standards. This is especially true in certain of our industries 
which have undergone a phenomenal growth during the past decade—the elec- 
tronics or the plastics industries, for example. Such industries require the estab- 
lishment of new basic standards, the development of new standard samples, and 
the creation of new techniques and devices for measurement. In these new in- 
dustries and in some of the older industries, the requirements for more precise 
tolerances have grown to a degree unexpected even 5 years ago. The Bureau must 
be in a position to provide both scientific and technical leadership, to provide 
science with the research results necessary to the continued growth of technology. 
These are the primary responsibilities of the Bureau; they cannot be performed 
equally well by any other organization. 

The strength and efficiency of modern technology arises ultimately from the 
uniformity and precision of measurement. Mass production of machine produets, 
tools and consumer goods depends completely on the interchangeability of parts. 
Without precise measurements, without accurate instruments and standards, 
interchangeabilitvy and quality control would be impossible. 

Millions of everyday transactions are ultimately dependent upon the wide range 
of. standards: provided by the National Bureau of Standards—standards which 
range from fine microbalance weights to massive railroad track-scale weights. 
Devices are maintained for measurement, and scales of temperature, whieh range 
from near absolute zero to thousands of degrees above. Electric powerplants, 
aircraft in flight, ships at sea and manufacturers of electronic equipment all make 
use of the standard radio frequency and time signals being continuously broad- 
east by stations of NBS. 
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Utilizing specialized NBS resources, extensive programs have been undertaken 
for the Civil Defense, armed services, and the Atomic Energy Commission 
leading to the development of better instrumentation and higher safety standards. 
However, new standards, for more accurate detailed measurements of X-rays, 
gamma rays, and neutrons, are essential to provide adequate protection in the 
use of power reactors and for civil defense. 

An important part of the Bureau’s responsibilities is the comparison and 
calibration services to the public and to Government agencies. These services 
are provided for thousands of instruments, devices, and working standards sent 
to NBS by industrial organizations, research laboratories, and State and Federal 
Government establishments. Some of these devices are standard laboratory 
instruments; others are master instruments used by industry to calibrate produc- 
tion tools. 

The National Bureau of Standards is a scientific laboratory for the Federal 
Government in the fields of physics, mathematics, chemistry and various branches 
of engineering. The research and development and advisory services of the 
Bureau are of significant value to the Government; in fact I feel that their im- 
portance could not be overemphasized. 

In recent years, the Department has taken direct steps to insure a well- 
conceived and balanced scientific and technical program at the Bureau. The 
overall activity of the Bureau has been reduced by the transfer of ordnance and 
weapon projects to the Department of Defense. This step will allow the Bureau 
to concentrate its attention on the essential work which must be undertaken as 
part of the Bureau’s basic program. Increased support, however, is needed for 
these basic programs. This budget seeks that support. 

In full consideration of the foregoing facts, therefore, there is requested for the 
National Bureau of Standards, as a necessary first step in the revitalization of 
the basic program effort, an amount of $7,750,000 for fiscal vear 1956. 

The members of the committee who managed to attend the recent open house 
held by the Bureau are well aware of the wide range of the Bureau’s activities, 
how these activities relate to the various fields of science, and the critical impor- 
tance that the Bureau’s work plays in advancing the American technology. It is 
my sincere hope that the Congress in evaluating the merits of the Bureau’s work, 
as it will be presented later, will find itself in full agreement with this proposal for 
the National Bureau of Standards for the coming fiscal year. 


WEATHER BUREAU 


Devasting tornadoes have already occurred this year in some of the Southern 
States. Many more can be expected as the annual period of severest tornado 
frequency— March, April, and May—approaches. The greatest number will 
occur in the Midwest. Nevertheless, other areas will be subjected to the havoc 
and destruction of these twisters because past history shows that tornadoes have 
occurred in every State. 

Following the peak tornado frequency and continuing until late fall, we can 
expect an average of eight hurricanes. Some of these will develop in the low 
latitudes over the warm waters of the Atlantic, Caribbean, and gulf. Others may 
develop suddenly within a few hundred miles of the United States coastline and 
go undetected for many hours unless radar and other electronic equipment is 
available for locating and tracking these storms. All present a potential threat 
to the Gulf and Atlantic Coast States because it is likely that many communities 
in this coastal area will be ravaged by some of these storms. Furthermore, each 
storm presents extremely hazardous conditions over a large area to United States 
marine and air commerce. 

The loss of life and destruction of property when a tornado or hurricane strikes 
a populous area is appalling. Last summer one hurricane—Carol—resulted in 
60 people losing their lives and over $461 million in property damage in the New 
England area alone. If improved forecasts and warnings of tornadoes and hurri- 
canes by the Weather Bureau will result in a reduction of even 1 percent in the 
annual loss of property, and this is reasonable to expect, the increase being. pro- 
posed in appropriations to the Weather Bureau for 1956 will be returned to the 
American public manyfold. 

Last year I informed this committee in my general statement that the operations 
of the Weather Bureau had been reviewed by an advisory committee composed of 
eight nongovernmental meteorologists under the chairmanship of Joseph J. George. 
This committee completed its work too late to include in estimates for 1955 those 
items requiring added appropriations to the Weather Bureau. Therefore, these 
estimates represent the first opportunity for me to endorse and present appro- 
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priation requests for some of the improvements recommended by the advisory 
committee. Most of their recommendations have been or are being implemented 
without increased appropriations, but I have found that some of the more im- 
portant ones will require added funds. Two such items are contained in these 
estimates. 

First, an increase of $2,890,000 in the Weather Bureau’s appropriation for 
“Salaries and expenses.’”’ Most of this is for weather observing and weather 
analysis activities being transferred from the Department of Defense and does 
not represent an increase in the total meteorological activities being maintained 
by the Government. 

Second, a new and separate appropriation, ‘Establishment of meteorological 
faci.ities” for $5 miilion, to be available for 4 years, is proposed. This will permit 
the Bureau to obtain modern radar and other recently designed electronic equip- 
ment for locating and tracking severe local storms and for observing and reporting 
other weather conditions. 

I strongly urge approval of appropriation estimates for the Weather Bureau 
on the basis that we can expect improvements in weather forecasting only after 
improving the observations and reports upon which all forecasts are based. 


INLAND WATERWAYS CORPORATION 


The contract of sale entered into between the Federal Barge Lines, Ine., and 
the United States Government for the operating rights and facilities of the Inland 
Waterways Corporation requires specific performance on the part of the purchaser 
and sets forth penalties to be levied for any failure for such performance. In 
general, the stated performance was intended to insure a continuance of service 
which the Government had previously rendered. The more significant require- 
ments are: (1) Maintenance of common e¢arrier service and active solicitation of 
less-than-bargeload and less-than-carload traffic; (2) maintenance of joint tariffs 
with rail and motor carriers; (3) minimum number of trips on each district and 
division with penalties for default; (4) priority in expenditure of funds; and (5) 
amounts and kinds of insurance to be carried. 

In order to determine compliance, the Depa:iment requires the purchaser to 
make an annual report and departmental representatives to make on-the-site 
audits of the records of the Federal Barge Lines, Inc. ‘These audits include a 
determination of working capital and the use of funds; a review of the activity 
of the Traffic Office to determine compliance concerning joint tariffs; an inspection 
of insurance policies; and an examination of personnel and payroll records to 
determine that provision is made for active solicitation of business. In addition 
to the foregoing, it is planned to make periodic checks concerning active solicita- 
tion of business and to see that satisfactory services are provided to the several 
interim points in each district and division. 

The Federal Barge Lines, Inc., appears to have held its relative position with 
its competitors. On the basis of their first fiscal year report, all required per- 
formance was either met or bettered with two exceptions, and these failures were 
due to reasons beyond the control of the purchaser. 

A review of the financial statements of the Federal Barge Lines, Inc., reveals 
that the purchaser enjoyed a reasonab!e profit notwithstanding the fact that he 
was subjected to interest payments and taxes which were nonexistent in the 
Government operation of the barge line. This review also reveals that the pur- 
chaser is maintaining adequate working capital. 


MANAGEMENT SURVEYS 


I should like to report to you the current year’s activity in utilization of outside 
business managenent survey organizations. The areas involved this year, to 
date, were the National Bureau of Standards and the Burezu of the Census. 
Findings and recommendations relating to those areas, and to the areas involved 
in last year’s operations, have been adopted in part, or are still under study and 
will, I am confident, ultimately result in further action with resultant economies. 


TRANSFER AUTHORIZATION 


There is renewed again the request made lest year for a 5 percent transfer 
authorization. This would permit a limited interchange of funds under cir- 
cumstances not involving creation of additional funds. It would not be pcssibie 
to identify with any certainty the programs which might be involved in such 
transfers during the fiscal year. The exercise of this authority, if granted, would, 
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of course, be governed by the circumstances as they exist at that time and not on 
the basis of assumptions upon which the estimates are based. 


ENTERTAINMENT ALLOWANCE 


The official duties of this office frequently include the reception and entertain- 
ment of distinguished guests from this and other countries. Occasionally these 
responsibilities, due to my inability or absence, must be assumed by my immediate 
staff. In view of the official character of these activities, I have included in this 
transfer authorization provision for official entertainment and I would appreciate 
your favorable consideration of the request for this authorization. 

In coneluding, | would like to summarize briefly the foregoing proposals by 
quoting in part the budget policies o1 the President’s budget message of January 17: 

* * * “The Government must do its part to advance human welfare and en- 
courage economic growth with constructive actions, but only where our people 
cannot take the necessary actions for themselves. As far as possible these steps 
should be taken in partnership with State and local government and private 
enterprise. We must do our part to provide the environment for our free enter- 
prise system to keep employment high, to create new jobs, and to raise the standard 
of living. We must broaden the opportunity for individuals to contribute to the 
growth of our economy and enjoy the fruits of its productivity.” 

The programs proposed herein contribute directly to these goals and clearly 
reflect the policy. 

Members of my staff and office and bureau heads will be available to provide 
your committee with such information or assistance which may be required in 
your consideration of these requests. 

Mr. Preston. You may proceed, Mr. Secretary. 

Secretary Weeks. May I, just in case you do not knew all of us, 
introduce Mr. Teetor, Assistant Secretary; Mr. Moore, Assistant 
Secretary for Administration; Under Secretary Williams, whom you 
know; Mr. Nielson, whom you know; Mr. Anderson, Assistant 
Secretary for International Affairs; and Mr. Rothschild, Under 
Secretary for Transportation. 

Mr. Chairman and gentlemen of the committee, I will start by mak- 
ing some comments on the overall budget. Would you like, Mr. 
Chairman, for me to run right through on my comments and have 
questions asked afterwards, or do you wish questions to be asked as 
we go along? 

. ‘ . . 

Mr. Preston. I think the sooner you can submit to questions, the 
better it may be, because there will be some items that may be of more 
interest than others. You might, however, comment on your own 
office and any increase involved in the request for your own office. 

Secretary Weeks. Very well. 


FULL-TIME POSITIONS 


I have here some figures on the authorized positions in the Depart- 
ment. They were for 1953, 47,864; dropped in 1954 to 37,903, and 
dropped again to 36,196 in 1955; the 1956 figure will be 37,311. We 
are holding it about where we were. 

I had some interest in comparing the controllable and noncon- 
trollable items. Some of the controllable items, I think, are more or 
less noncontrollable, but I have some figures here which I shall be 
glad to provide. 

Mr. Presron. I think at this point we will insert this chart relative 
to positions in the record. 

(The chart referred to follows:) 
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Comparative summary of full-time permanent positions, fiscal years 1958-56 




















| Actual Estimated 
5 | 
| 1953 1954 1955 1956 
| | 
Secretary _--. a : amaxiin el 458 | 392 | 339 | 316 
Bureau of the Census. -__.__- XY, cp ones | 1, 788 | 1,475 1, 412 | 1, 489 
Civil Aeronautics Administration 17, 140 | 16, 071 | 15, 519 16, 254 
Coast and Geodetic Survey - -- 3 1, 795 | 1, 648 | 1, 708 | 1,614 
Business and Defense Services Administration _- | 5, 993 | 1, 148 794 | 859 
Bureau of Foreign Commerce. 1,478 1, 159 | 980 | S74 
Office of Business Economiecs__- 164 160 | 137 | 161 
Maritime Administration __ 4, 534 | 4, 218 | 3,915 | 3, 892 
Patent Office_- tinted 1, 900 | 1, 725 1, 650 | 1, 650 
Bureau of Public Roads.......-____- ‘ 2, 761 2,617 | 2, 625 2, 670 
Weather Bureau-._-- ea 4, 323 | 4,093 | 3, 931 oi 4, 241 
sels Sieicotes Wendin be hicks isis 
Subtotal. - | 42, 334 | 34, 706 | 33, 010 gz 34, O80 
National Bureau of St: indards, working capital fund 5, 530 3, 197 | 3, 186 | 3, 231 
| enaeet ied 47, 864 | 37, 903 | “36, 196 | 37, 311 


OFFICE OF THE SECRETARY 


Secretary Werks. I will start with the Office of the Secretary. Here 
is a particular point I want to make. You will notice the amount 
requested is $2,300,000, an increase of $250,000. Actually, because 
$122,000 of the $250,000 comes from a transfer of activities from the 
Business and Defense Service Administration, there is a net increase 
of $128,000 in the Office of the Secretary. It is primarily for the 
establishment of the Office of Strategic Information, which we were 
directed to establish by the National Security Council, and additional 
funds for security control which includes not only personnel but 
physical security. Those two items largely account for the increase 
requested. 

BUREAU OF THE CENSUS 


In the Census Bureau, you will notice we are requesting $12 million 
less than we had last year. That is because the bulk of the work 
in the agriculture census has been done and we will be cleaning that 
up. Also some work has been done in the business, manufacture, 
and minerals industry census so that we are working down on the 
census figures. 

In Civil Aeronautics 

Mr. Bow. Mr. Chairman, will the gentleman yield for a question. 
Is there any new census contemplated for the next year? 

Secretary Werks. Not that I know of, of any particular note. We 
are asking for some money, not exactly for a census, but for the BDSA 
for construction studies. At least, there is not anything in this for 
the Census Bureau. 





INTERCENSAL HOUSING SURVEY 


Mr. Preston. What about the housing survey, Mr. Secretary? 

Secretary Weeks. The housing survey? 

Mr. Preston. You are requesting $500,000 for that, I notice. 

Mr. Nretson. Mr. Chairman, there is an item of $500,000 in the 
budget request for an intercensal housing survey. 

Mr. Yates. For what? 
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Mr. Nie.son. An intercensal housing survey, which will provide a 
measurement of the Nation’s housing supply and its characteristics. 
It is strictly a sample survey and one which we would like to explain 
in detail when the Bureau of the Census comes on. 

Mr. Preston. Very well. 


CIVIL AERONAUTICS ADMINISTRATION 


Secretary Weeks. The Civil Aeronautics Administration shows a 
net increase of $30 million; $129 million last year and $159 million this 
year. The principal amount of the request is for the establishment of 
air navigation facilities. These, of course, will be gone into in detail 
when the Civil Aeronautics Administration appears before your com- 
mittee, but I would like to say that establishing the air navigation 
facilities is about $20 million and the air navigation development is 
another $1 million which makes, roughly, $21 million out of the $30 
million net increase. We went over this matter very carefully. 

You will note that we are requesting less funds for grants-in-aid for 
airports. It was felt this year that the emphasis should be on the aids 
to navigation. Some new types are coming into the field and they all 
involve safety in flying, and that is where I have felt we ought to spend 
it if we only had so much money to spend, rather than for airports 
themselves. 

Mr. Preston. Mr. Secretary, did the Bureau of the Budget express 
some limitation to you, which they wished to impose on you, with 
reference to the overall appropriation for aviation in this bill? 

Secretary Werks. No. 

Mr. Preston. As between these items? 

Secretary Weeks. No, I do not think they expressed to me, at 
least, anything on this aviation figure. They did want us to hold to 
an overall total. 

Mr. Preston. Was the $30 million figure used as a guide to be 
divided between air navigation facilities and Federal aid to airports? 

Secretary Werks. I think, in a sense, possibly yes. At least, the 
question was at the time it was discussed, whether we would put the 
emphasis on air navigation facilities, or on airports. 

I do not think the Bureau of the Budget wanted us to go all out on 
both. 

Mr. Preston. Not both of them. 

Secretary Weeks. It is a question of picking out what, to our 
minds, we thought was the more important. 


TACAN 


Mr. Preston. I think at this point you should bring up the ques- 
tion, and I certainly do not expect any lengthy discussion of it because 


‘I realize first of all it is a very technical question, of additional 


money for further usage and installation of the VOR/DME equipment. 
We are all aware of the fact that the Air Force and the Defense Depart- 
ment is coming up with a new system known as the TACAN. What 
is your position, Mr. Secretary, as between the two devices in aid to 
navigation? 

Secretary Werks. This is a matter that is still under discussion, 
and I would like to have Mr. Rothschild comment on it. It is coming 
up for further discussion tomorrow, is it not, Mr. Rothschild? 





| 
( 
' 


_ 


2enhe oe ee 6 


ee —— a ee ae 





SS et ees JE 


de 


~ 


“Net 


Ll 


al 


SS 





Mr. Roruscai.p. Yes. 

Secretary Weeks. I would guess, and I will say that I am no expert, 
but I would guess that sooner or later we will come to TACAN, but 
I think we have to carry on with our present equipment, for the 
present at least. 


INSTALLATION OF ADDITIONAL VOR/DME EQUIPMENT 


Mr. Preston. Just before we hear from Mr. Rothschild, I would 
like to ask you 1 or 2 further questions about it. Can we justify 
installing additional VOR/DME equipment when the TACAN experts 
contend that it is only a matter of about 3 years before we will be 
using the TACAN largely and it takes approximately a year to buy 
them and install them and get them to functioning? It will be about 
a 2-year operation on a very expensive piece of equipment. 

Mr. Roruscuitp. May | comment on that? 

Secretary Weeks. Yes; but I want to add just this comment. If 
we will not be ready for 3 years and the VOR/DME will make flying 
safer, in the meantime, personally, I would spend the money. I do 
not think it is as close as 2 years or 3 years. That is what they say; 
but I feel that if it is 2 years, 1 would spend the money to get it in if 
it would make flying that much safer. Do you want to ask Mr. 
Rothschild a question? 

Mr. Preston. We will take Mr. Rothschild a little later, but we 
want to help you get away on schedule. We do plan to go into this 
matter in more detail later on. 

Mr. Roruscuixp. Yes. 


MERITS OF TACAN VERSUS VOR/DME 


Mr. Preston. I believe you said it is your feeling that we will 
turn to TACAN as the principal aid of this kind, rather than con- 
tinue with VOR/DME; is that correct? 

Secretary Weeks. Please understand that I am no expert on this 
subject, but as far as I have talked with those who work at it, I have 
understood that TACAN was further away. So far as the practical 
universal use is concerned, it is 3 years. I have heard some say as 
long as 10 years. In the meantime we have just got to go along 
with the VOR/DME equipment. I would guess, and I do not think 
there is much argument, so far as I am concerned, that TACAN is 
the best. device in the long run, but it is a question of getting into it. 

Mr. Preston. There is also the question of how much better isit. It 
might be 2 or 3 degrees better, as a homing plane, but the question is, as 
I see it, can we justify discarding many millions of dollars worth of 
equipment, of effort, that has gone into VOR/DME in order to 
achieve 2 or 3 degre ees of efficiency under TACAN? 

Secretary Werks. Mr. Chairman, I do not yield to anyone in my 
desire to save money, but in business if you have some equipment that 
you have had in for 3 years or even 1 year, and some fellow comes 
along with something better for the business, you put it in without the 
slightest hesitation. In this field, I personally think it is the respon- 
sibility of the Government to insure safety in flight, whether it be 1 
degree or 10 degrees, I would go for it in a second, so far as safety is 
concerned. I think one degree may make a lot of difference. 
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Mr. Preston. Do you think this question will ultimately be resolved 
by the White House, Mr. Secretary? 

Secretary Werks. Well, only insofar as the budgetary request is 
concerned. It might come up, but insofar as the White House getting 
into this question in any degree, I do not visualize that will occur. I 
think this is a matter that would normally be settled by the Commerce 
Department in coordination with the Department of Defense. 


FEDERAL-AID TO AIRPORTS 


Mr. Preston. With reference to the program of Federal Aid to 
Airports, you have no objection to seeing this item increased, do you, 
Mr. Secretary? 

Secretary Werks. I would hate to see it increased at the expense of 
the navigation aids; I would say that. 

Mr. Preston. You are of the feeling they are both important 
programs? 

Secretary Werks. I think navigation aids are very much more so. 
We can go along with the program we have for the airport end of it, 
but must get the newest radar controls and all of the other controls 
that make for flying safety. In other words, at a given airport, if it 
is a question of spending $100,000 or $500,000 to put in some new 
aprons or new runways; I would much rather put the same amount 
of money, if we only had so much, into the newest radio devices. 

Mr. Preston. Of course, what does not make sense to me is not 
to see both of these go along at about the same pace; they are all 
related and they are all an essential part of aviation. 

Secretary Werks. Yes. 

Mr. Preston. And I do not think we can afford to neglect either 
one of them, but we are, in this budget, cutting the Federal aid to 
airports and, of course, we have not minimized the importance of the 
aid to navigation program. 

Secretary Werks. That is up to you, to your committee, of course. 

Mr. Preston. All right. Suppose you take up the next item, Mr. 
Secretary. 

COAST AND GEODETIC SURVEY 


Secretary Werks. I come next to the Coast and Geodetic Survey. 
It is our feeling that we should ask for $200,000 more because of the 
request by the Department of Interior to do some survey work in the 
Gulf States, which is very important. They have been leasing the 
offshore lands. And, I asked the Coast and Geodetic Survey to 
compile a map. I wanted to see the surveys of this character, whether 
they should be made all in 1 year, whether you should do so much 
every year, or how much should be done each year. I also wanted to 
see what the business ahead of us was, and how much we had ac- 
complished. I have a map here, but I do not know that you want 
to go into it in any detail, but I will be glad to leave it with you. 

Mr. Rooney. Mr. Secretary, we do want to go into all of this 
budget in detail. 

Is there any required hurry with regard to the consideration of this 
huge budget? 

Mr. Preston. No. Before you came in, Mr. Rooney, I mentioned 
the fact that the Secretary was on a sort of tight schedule. 
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Mr. Rooney. But he will be back, will he not? 

Mr. Preston. I| understand he will be gone several weeks. 

Mr. Roonry. How long do you expect to be gone, Mr. Secretary? 

Secretary Werks. About 4 weeks. But I did not mean, Mr. 
Chairman, to infer that this would not be taken up at a later time. 

Mr. Rooney. I do not believe in hurry-up performances. 

Secretary Werks. The chairman was kind enough to say that he 
would try to excuse me in time to get to a White House Conference. 

Mr. Preston. Mr. Rooney, I wish to allay that impression. 
I informed the Department of Commerce this morning, and the 
Secretary, and he is willing, apparently, to cooperate, and submit to 
examination, all the examination the members of the committee may 
wish to make. There is no hurry-up idea here and I wish to assure 
you of that. 

You may proceed, Mr. Secretary. 

Secretary Werks. Referring to this map, Mr. Chairman: This is 
for Alaska, and the green shows the surveys made since 1929; and the 
yellow shows the surveys that are required, areas where present sur- 
veys are inadequate, and the little red spots show what we did in 
Alaska last year. You can see this is in pretty good shape, by the 
amount of areas shown in green. 

The yellow area shows where surveys are inadequate and in somes 
areas entirely unsurveyed. The red shows what we did last year. 

And the other map is a map of the United States. As you see here, 
again, on the west coast, the green is the work done since 1929; the 
yellow is the area where surveys are inadequate or lacking and the red 
is what we have done recently. 

Here is the same situation on the east coast, and the gulf coast 
area—and the red is for last year. This is the recent survey area 
[indicating]. This is the inadequate or lacking area, and here is where 
the extra money requested by the Department will be used. 

I had this map prepared because I wanted to see for myself where 
we stood on this survey work. You can see, apparently there is a lot 
of work to be done here. 

Then there is other work to be done in the interior on benchmarks. 
I did not bring a map on that. 

Mr. Preston. Mr. Secretary, how do you expect to do the increased 
amount of work and reduce your personnel by 94 for the Coast and 
Geodetic Survey? 

Secretary Werks. This is all a management proposition in which 
we are getting better results with fewer people. That is what we strive 
to do all the way through and, literally, I cannot tell you exactly 
whether it is 94 or not. 

Mr. Preston. We will go into that later when that item is taken up. 

Secretary Werks. Very well. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Now, in the next item, for Business and Defense Services Adminis- 
tration, you will note the requested transfer in the amount of $122,000 
to which I referred, from this Bureau to the Office of the Secretary. 
That is for Office of Strategic Information begun last year, and for the 
Defense Air Transportation Administration, both of which will be 
budgeted under the Office of the Secretary beginning in 1956. There 
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is an increase of $802,000 for the collection and analysis of construc- 
tion statistics. 

And there is $250,000 for expanding programs for area development. 

I am sure both of these expanding programs have been the result of 
conferences with the Bureau of the Budget and with Dr. Burns, 
Chairman of the Council of Economic Advisers, and I am certain that, 
of all the things we ought to have, we ought to have more adequate 
statistics on construction, because that is a pretty big item in our 
entire economy, and it means an awful lot to know what really is 
going on in this area. 

LABOR SURPLUS PROBLEM 


In area development, I assume you know how that is operating. 
The division was set up and intended to help those labor areas which 
the Department of Labor has put into a high classification from the 
standpoint of unemployment. The classic example has been Law- 
rence, Mass., where a whole industry folded up. And we are doing, 
we think, some good work there. It is hard for the Federal Govern- 
ment to help in a specific manner. 

Mr. Fioop. Did I understand you to cite Lawrence as a classic 
example? 

Secretary Wrerxs. Lawrence, Mass., yes. 


UNEMPLOYMENT IN LAWRENCE, MASS 


Mr. Fioop. Why is that cited as a recent classic example? 

Secretary Werxs. Lawrence has been the highest unemployment 
area—it was when we came down here, and I think it still stands at 
the top, does it not? 

Mr. Treetor. No; I do not know how it stands but I understand it 
is better than it was not too long ago. 

Secretary Werks. Lawrence shows 20 percent. 

Mr. Fioop. How long has it been at 20 percent? 

Secretary Werks. Two or three years, or maybe a little longer, I 
would say. 

Mr. Fioop. That is in that classification, but I am sure you are 
aware of the distinction between a chronic condition of economic 
employment and one that is classic, and Lawrence is not in the chronic 
group, which is much more serious to the people in the area, and which 
should, therefore, in ratio to the area that would be chronic, as opposed 
to the one that is temporary, receive your attention, but I am sure 

Secretary Werks. I did not make the comment about Lawrence 
in the sense other than it being one of the places where unemployment 
was high. I know it has been bad and was in the highest unemploy- 
ment classification. 

Mr. Fioop. Well, I did not mean to compare it with other areas. 
I just wanted to know why it was cited as a classic example. 

Mr. Preston. All right, we are in agreement. 

Secretary Weeks. The thought exists that we can be very helpful 
to distressed labor areas by pointing out to them, in one sense, what 
other localities have done. Action taken in some areas has been very 
successful to the diversification of industry and soon. We think that 
money is worth spending. 
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SET-ASIDES 


Mr. Preston. This perhaps has to do with awarding contracts to 
industry in these distressed areas at higher bid price than is bid by 
other areas? 

Secretary Werks. No; that is mostly defense set-asides. Is that 
what you mean? 

Mr. Preston. I guess that is set-aside. 

Secretary Werks. Is that not what we call it, set-aside? 

Mr. Treror. No, I do not think that is what you are referring to. 
We are talking about having plants that go into the distressed areas. 

Mr. Preston. No, I am not talking about that. I am talking about 
awarding the contract to bidders in cand areas at prices that are 
higher than other bidders in areas that are not distressed. 

Secretary Weeks. That is what we call set-asides. If you are 
buying 100 million yards of cloth, for example, you award up to a 
certain percent, I think 20 percent the Department of Defense can 
award, to a distressed labor area. I think it is the average of the 
other bids. 

BUREAU OF FOREIGN COMMERCE 


Secretary Werks. Next is the Bureau of Foreign Commerce: My 
only comment at this time is that we asked for $600,000 less in export 
control than in 1955. That is largely because of the results of the 
discussion in Paris last vear, resulting in the change in the export 
regulations so far as the Soviet bloc is concerned. 

Mr. Preston. You are asking $200,000 over and above 1955 for 
the Bureau of Foreign Commerce. Where is the principal increase in 
that agency? 

Secretary Weeks. Mr. Anderson, do you want to comment on that? 

Mr. Anperson. Mr. Chairman, that is simply the amount which 
we estimate will be required to continue on an annual basis the level 
of activities in behalf of the business community, which was author- 
ized by this committee last year, the increase that you gave us. 

Mr. Preston. Does this have to do with trade fairs? 

Mr. AnpEerson. No. Although there are incidental expenses such 
as some overhead and office help in connection with the trade fairs 
included in the BFC budget. 

Mr. Yates. May I ask what is meant by business communities? 

Mr. AnpERSON. That part of the community which is interested 
in foreign trade. I think you may know that over half of the inquiries 
that we get each year through the field offices of the Department of 
Commerce are inquiries generated by interest in international trade 
in one form or another, and we try to be as helpful as we can. 

carey Werks. It is the people who are dependent upon foreign 
trade. 

Mr. Fioop. This was a study last year with respect to trade with 
people behind the Iron Curtain? 

Secretary Werks. Yes. 


SALE OF AGRICULTURAL SURPLUS TO RUSSIA 


Mr. Rooney. Mr. Chairman, would this be a proper time to 
ascertain the position of the Secretary with regard to such trade? 
Mr. Preston. Yes; will you just ask the question? 
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Mr. Rooney. What is your position, Mr. Secretary, and the 
position of your Department, with regard to this matter of trading 
with the Soviet bloc? 

Secretary Werks. Agricultural surpluses? 

Mr. Rooney. Yes. 

Secretary Werks. Personally, I have not felt that that was a sub- 
ject in which we would register any particular interest. It is in the 

epartment of Agriculture, and we would follow the lead of the ad- 
ministration and the Department of Agriculture recommendation— 
whatever may be adopted—as the administration’s point of view. We 
do not come into that directly do we, Mr. Anderson? 

Mr. AnpERson. We, of course, are represented on the Francis Com- 
mittee, and participate in the debates. 

Mr. Rooney. There are 5 or 6 interested agencies. I now merely 
inquire the position of 1 of those 5 or 6 interested agencies with a view 
to finding out whether or not you agree with the Department of State. 

Secretary Weeks. Do you want to comment on that, Mr. Anderson? 

Mr. AnprErson. The last specific policy that was announced was to 
the effect that we would not sell our agricultural surpluses for cash to 
Iron Curtain countries. 

Mr. Rooney. How recent is that policy. 

Mr. Anperson. As I recall it, it was about 3 or 4 months ago; per- 
haps a little longer than that. 

Mr. Rooney. Mr, Chairman, I would like permission to insert in 
the records at a later point testimony taken during the 1956 appropri- 
ations hearings for the Department of State with regard to this sub- 
ject. 

Mr. Preston. Without objection, it is so ordered. 

(The testimony referred to may be found at page 29.) 

Mr. FLoop. Mr. Chairman, I am not sure about the gentleman’s 
meaning with reference to “for cash.’’ Is barter discussed? 

Secretary Werks. There has been a discussion of barter because 
of the desire of the Department of Agriculture to trade some of this 
stuff for scarce raw materials which we might need such as manganese 
and chromium, 

Mr. FLoop. Yes. My point, Mr. Secretary, was do we develop 
these hearings, in these hearings, the policy of the administration or 
the policy of the Department of Commerce, or your personal position, 
as of today, with reference to this much-discussed and whole widely 
developed program in all categories, that is, barter, or any other 
combination of both, with reference to any or all of the nations 
behind the Iron Curtain, and under what circumstances, or is that 
something we should wait for, until we get to the Bureau of Foreign 
Commerce? 

Secretary Werks. I think when you get the Bureau of Foreign 
Commerce up, when you do get to this particular subject, I assume 
that it will be in executive session, and should be off the record; at 
least in some measure. The information is classified. 

Mr. Roonry. I would like to ask, through the Chairman, whether 
or not the answers just made by the Assistant Secretary to my question 
are answers which the Secretary will back up? 

Secretary Weeks. Yes. 

Mr. Yates. Are we to develop the questions of the Secretary now, 
or wait until he gets through? 
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Mr. Preston. I think we should wait until he gets through. I 
think if the Secretary will just hit the high lights, perhaps everyone 
will have opportunity to ask questions. 

You may proceed, Mr. Secretary. 


OFFICE OF BUSINESS ECONOMICS 


Secretary Werks. In the Office of Business Economics we are asking 
for an increase from $900,000 to $1 million to prepare more and better 
data on national income and production, and to endeavor to measure 
trends with some slight expansion of activity which the Council of 
Economic Advisors has urged upon us, and which we think is proper 
and appropriate. I believe that is all there is on that item. 


MARITIME AREA 


In the maritime area, we have here an overall increase of $27 million, 
For ship construction, there is $20 million more. Under operating 
differential subsidy, we are asking for $15 miiion more. That item 
is one I am sure you will want to investigate carefully. 


OPERATING-DIFFERENTIAL SUBSIDIES 


The record of operating subsidy is for fiscal 1952, $20 million; fiscal 
1953, $20 million; fiscal 1954 was $84,500,000; and for 1955, so far, 
$100 million; but we need more. How much more are we asking? 

Mr. Roruscuivp. $25 million more. 

Secretary Weeks. $25 million more. That is the comparative 
figure—well, that is exactly the fact; we have already had for fiscal 


year 1955, $100 million and we want to get another supplemental 
request of $25 million. 

Mr. Preston. That $25 million is in the Senate bill? 

Secretary Werks. Is that where it is? 

Mr. Nieuson. Yes. 

Secretary Werks. This operating differential subsidy is something 
you will want to talk over very carefully, I am sure, with Mr. Roths- 
child, because it is something that is mounting by leaps and bounds. 

We have noted that there will be somewhere in the neighborhood of 
$131 million unpaid bills at the end of this fiscal year, June 30, as- 
suming no further appropriations are made. 


ELIMINATION OF STATE MARINE SCHOOL AID 


We have here recommended the elimination of the Federal aid to 
State marine schools, intending to pay more attention to the maritime 
training in the Maritime Academy at Kings Point. 

Mr. Preston. Are you in favor of that, Mr. Secretary? 

Secretary Weeks. Yes; after some exhaustive study of the two, 
we think we are getting better results on a somewhat more economical 
basis, by sticking to the Kings Point Academy. There are only frour 
State schools. One or two of them are not very good. Massachu- 
setts where I come from, is not one of the best. The Massachusetts 
school does not come up to the best. 

Mr. Roruscuitp. No. 

Mr. Preston. What are the State schools? 
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Secretary Werks. Maine, New York, California, and Massa- 
chusetts. 

Mr. Preston. How many of those State schools are up to standard, 
in your judgment, Mr. Secretary? 

; Secretary Wxenxks. I would like to ask Mr. Rothschild to answer 
that. 

Mr. Roruscuitp. The only one that is up to Federal standards is 
the New York State school. 

Mr. Rooney. Is that your judgment also, Mr. Secretary? 

Secretary Werks. I have no judgment on that; I depend upon Mr. 
Rothschild; I have not gone into the details of the State schools. I 
will say, off the record 

Mr. Roonsy. I think it is already in the record, Mr. Secretary. 

Mr. SHeviey. May I ask a question, Mr. Chairman? 

Mr. Preston. Yes, Mr. Shelley. 

Mr. SuHeuuey. Mr. Secretary, or Mr. Rothschild, how much money 
s going out this year—we have not come to it yet—on Kings Point? 

Mr. Roruscuitp. About $2 million. 

Mr. Sueviey. The same as last year? 

Mr. Roruscuitp. The same as last year. 

Mr. Suetitey. And what was the amount that went out last year 
on State schools? 

Mr. Roruscuiip. $660,000. 

Mr. SHetiey. Has the Department, in the period of a year, since 
the hearings were held last year in the Merchant Marine Committee, 
compiled any figures on the number of boys going out of Kings Point 
and the number of boys going out of State schools that were able to 
get employment in the field? 

Mr. Roruscuitp. We have an exhaustive list of figures with regard 
to that, and whether the exact number is a part of that or not, I am not 
prepared to say now, but I will take a look at it and try to have that 
ready when the Maritime Administration comes up before you. 

Mr. SHe.Liey. That was the purpose of my question, Mr. Chairman, 
because I recall in the hearings in the Merchant Marine Committee a 
year ago, at the time of the discussion on Kings Point, an effort was 
made to find out how many of these boys continued in the industry 
and it was pretty well established that with the decreasing possibilities 
of employment that a great many boys were not able to find any 
permanent employment as ships’ officers. That is why I would like 
to have that information in the record. 

Mr. Preston. We expect to go into this matter fully when this 
item is before the committee, and we hope that they will have adequate 
information in order that the matter can be explored fully. 


PATENT OFFICE 


Secretary Werks. Now, next, Mr. Chairman, is the Patent Office, 
and I will say here that the amount that has been requested is $500,000 
more than last year. [hope very much that this can be granted. The 
Patent Office is falling behind in its work due to the increased age of 
the art, and we have been making studies. We have had in the last 
year, since we met with your committee, a meeting with Vannevar 
Bush who made a report in December concerning the possibilities of 
an electronic search in the arts. The preliminary report indicates 
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that something can be done in that area. Before it could be done, we 
would have to do a lot of work on the classification that has been 
falling behind, and we are working hard on that possibility. 

Mr. Preston. Mr. Secretary, that is the very problem that con- 
cerns this committee a great deal. We are being besieged by patent 
attorneys over the country and by others who complain a great deal 
about this backlog in the Patent Office. I am wondering what deci- 
sion has been reached about that? I know you are disturbed about 
it, as you have just stated. Is it the policy decision of yourself to 
hold this at approximately the same level or is it the decision of the 
Commissioner of Patents? 

Secretary Werks. Well, of course, all of these budgetary items are 
the estimates so approved by the Bureau of the Budget, as you know. 
The question of what you can do in this particular field depends 
largely on when you want to get started spending more money on it. 

Mr. Preston. That is what I am getting at; who made the decision 
not to spend more money on it? 

Secretary Werks. It is a joint decision. 

Mr. Preston. Of yourself and the Commissioner? 

Secretary Werks. I and the Bureau of the Budget. 

Mr. Preston. What did you ask the Bureau of the Budget for? 

Secretary Werks. I do not recall. 

Mr. Preston. Mr. Nielson, do you know what was requested? 

Mr. Nievson. Mr. Chairman, the amount that we requested——— 

Secretary WrEks (interposing). May I say, Mr. Chairman, while 
he is looking for the figure, that we have legislation pending that is 
looking toward the increasing of fees. That might involve, if that 
legislation is adopted, some $3 million of income which I have been 
trying to get, to put it on a more nearly self-sustaining basis. We 
have not gotten that far yet, but in my judgment that is what should 
be done; what should be done is to raise the fees that users could very 
well pay for, and get it on a basis where there would be sufficient money 
to catch up and do the classification work. 

Mr. Yates. Mr. Chairman, did you get the answer to your question? 

Secretary Weeks. He was looking for it. 

Mr. Nie.tson. The Department requested $12,035,000. 

Mr. Yares. I am sorry; I did not hear that. 

Secretary WEEKS. $12,035,000. 

Mr. Yarsrs. The Bureau of the Budget cut you by $35,000? 

Secretary Werks. That is correct. 

Mr. Yates. Mr. Chairman, will you yield for a question? 

Mr. Preston. Yes. 

Mr. Yares. Having had occasion to read the December issue of 
Fortune Magazine for 1954, which does speak pretty much for the 
business community; at page 198 there appears an article entitled 
“Inventor in Eclipse” in which the following appears: 

Meanwhile the value of patents is being eroded by trouble from a new direction. 
Indifference and neglect are reducing the effectiveness of the Patent Office itself, 
and this will eventually have a direct effect on the quality of the patents that the 
office issues. A patent may be invalidated at any time if someone can prove to 
the courts that the invention was not “new” when it was applied for. I[t is the 
patent examiner’s job to look for “‘prior art,’’ but the Patent Office, unlike a title 
company, makes no guaranty that this search was complete. The inventor and 
his backers must proceed with commercial development at their own risk. 
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It is the quality o jthe Patent Office search that is jeopardized. Each year an 
additieral 40,000 United States patents are added to the prior art, along with an 
equally large p-mber of foreign patents—and tons of technical literature in every 
language. This, plus the increasing complexity of the individual patent applica- 
tions, has doubled, in the past 50 years, the time and effort needed to process an 
application. Worse still, the 650 examiners are so rushed in their routine work 
(they are 200,000 applications behind) that there is no time to do the classifying 
and collating necessary to make sense out of this mountain of information. And 
now, instead of giving the Patent Office the help it needs, the present administra- 
tion has chosen to put the office on a stringent economy regime. The bureau’s 
budget for fiscal 1955— 
that is the present year— 
is $11,500,000, down a half million from the $12 million that it has spent in recent 
years. To make the Office more nearly self-sufficient, the Department of Com- 

1erce (parent to the Patent Office) has asked Congress to raise the basic fees for 
obtaining patents from $60 to a sliding scale that approximates $120 per patent. 
Yet even this increase will cover only half of the current $6 million deficit. 

These efforts at economy come at an inopportune moment. The Commis- 
sioner of Patents, Robert C. Watson, a respected Washington attorney, appointed 
by the Republican Administration, calculates that the Patent Office needs imme- 
diately an additional 200 examiners just to stay even with the incoming work 
and to effect a small annual reduction (5 percent) in the backlog of waiting 
applications. 


Mr. Preston. How long is the article? 

Mr. Yates. I will put the rest of the article in the record, if I may, 
later on. 

I did this to bring out the point made by so many attorneys prac- 
ticing in the Patent Office, that the work of the Patent Office is falling 
further and further and further behind and that they need $15 million 
to keep current with the present work, let alone the backlog; that it 
takes 4 years now to get a patent and that, unless the Patent Office 


is given more money, it is going to take an even longer time to get a 
patent. 
(The remainder of the article follows:) 


This reduction is particularly important because it is the application backlog 
that determines the length of time, now an average of 3 years and 7 months, be- 
tween the date of application and the issuance of a patent. As indicated by the 
chart on page 135, the office is actually working on the application for only 4 or 5 
days during the years that an inventor waits for his patent. 

An Advisory Committee on Application of Machines to Patent Office Operations 
has been formed under the chairmanship of Vannevai Bush to study the possibility 
of mechanizing at least part (possibly 20 percent) of the examiner’s work, But 
this is long term, and of immediate moment is Watson’s need for a special fund, 
possibly $5 million or $6 million, spread over as many years, with which to tackle 
the growing job of reclassification. (Searches are made by “‘classes’’ of inventions, 
and some of these groupings have not been brought up to date in years.) Unless 
there is some radical change in the Administration’s thinking, however, Watson 
probably will not get even this short-term aid. And the value of patents will con- 
tinue to diminish. 


Mr. Preston. Mr. Secretary, what is your judgment on this 
question? Could you use intelligently an additional $3 million to 
help reduce this backlog? 

Secretary Weeks. That might come from the fees we have 
suggested? 

Mr. Preston. From any source? 

Secretary Wurxs. Yes. We could use, I do not say $3 million, 
but the big thing that needs to be done here is catching up on the 
classification work. We have been very hopeful that this electronic 
search experiment we are working on might be the answer to this 
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whole problem. We are hard at it and I hope before another year 
comes around we will have something very tangible to suggest along 
that lme. It might call for some additional money for the equipment 
that will be required. 

Mr. Preston. How much money do you think you could use in 
addition to the budget request to begin a real attack on the problem? 
Secretary WrEeks. We can look that up and give you an answer. 

Mr. Preston. We will ask the Commissioner. I think he would 
be the proper person to answer that. However, you are one who 
feels an attack should be made on that backlog? 

Secretary Werexs. We are going behind every year and I feel 
sooner or later something ought to be done. 

Mr. Preston. Something should be done? 

Secretary Werks. Yes. 

Mr. Fioop. Mr. Chairman, there are a number of questions I 
would like to ask. 

Mr. Preston. Mr. Flood, just be patient with us. 

Mr. Fioop. I am a very patient fellow. 

Mr. Preston. We will get to you in due course, Iam sure. We are 
almost through with the questions on the general statement. 

Mr. Secretary, what is the next item? 


BUREAU OF PUBLIC ROADS 


Secretary Weeks. I have no comment particularly on the Bureau 
of Public Roads. That is self-explanatory. We have an amendment 
to the Inter-American Highway. 

Mr. Roonry. You want to add $69,230,000 to the Inter-American 


Highway request? 

Secretary Werks. Yes. 

Mr. Rooney. That would be something like $75 million? 

Secretary Weeks. Yes. That has been discussed thoroughly in 
the administration. 

Mr. Roonry. Do you think that is a step toward balancing the 
budget, Mr. Secretary? 

Mr. Preston. Let the record show general amusement on the part 
of the Secretary. 


NATIONAL BUREAU OF STANDARDS 


Secretary Werks. I would like to pass from the Bureau of Public 
Roads to the Bureau of Standards. Here I want to say to you that 
we have a situation in the Bureau of Standards; from 1949 to 1953 

Mr. SHeuiery. Off the record. 

(Discussion off the record.) 

Secretary Weeks. In the Bureau of Standards from 1949 to 1953 
we practically held a level of $8 million. In 1954 it was dropped to 
$6 million; in 1955 the same; and we are now asking for eight-million- 
seven-hundred-thousand-odd dollars for an addition to the Boulder 
Laboratory. 

I would like to say that last January, I do not know how many 
of you were able to go to the Bureau of Standards, but we made an 
effort to set up an open house performance out there where people 
who were entitled to look could see what is going on out there. I 
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feel very strongly we certainly ought to keep up the postwar level 
of expense in the Bureau of Standards, because if you do not do the 
job there in those technological, electronic, and scientific fields they 
are “ee in, we are jeopardizing national defense and everything 

hope the committee will look upon this item sympathetically. 


else. 
WEATHER BUREAU 


In the Weather Bureau we are asking for an increase, the bulk of 
which is to be in the field of equipment. I think the committee has 
been provided with copies of the amount that has been spent on 
equipment going back to fiscal year 1952. You will note that it is 
negligible. The art has advanced and equipment is available, and 
I may say that a year or a year and a half ago we organized a com- 
mittee of experts in this particular field to take a hard look at the 
Weather Bureau, and they came back last September or October. 
The Chairman of the Committee was General George. I think he 
is now the weather expert with Eastern Air Lines. They were men 
who were experts in this area, and they brought in their report. We 
want to purchase this new and modern equipment, and that accounts 
for most of the increase in the Weather Bureau, which is $8 million 
more than last year. 

Mr. Yates. Mr. Secretary, I was told by several businessmen that 
there is only one man in the Weather Bureau in Chicago servicing 
calls for weather information. Is that true? 

Secretary Weeks. I cannot answer the question. 

Mr. Yates. There are three 8-hour shifts, but there is only one man 
on duty each 8 hours. 

Secretary Weeks. We will check on that. 

Mr. Yates. | called up and found out. 

Secretary Weeks. Mr. Chairman, those are the comments I had 
come prepared to make on the various bureaus. 

Mr. Preston. At this point we will insert the chart dealing with the 
expenditures for meteorological equipment that you referred to a 
moment ago, showing the amounts spent from fiscal year 1952 through 
fiscal year 1955 and the amount projected for fiscal year 1956. 

(The chart referred to is as follows:) 
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Weather Bureau—Comparison of expenditures for meteorological equipment and 
facilities for fiscal years 1952-55, inclusive, with estimates for fiscal year 1956 
| 
Salaries and expenses appro- lSalaries| Estab- Com- 
prietion andex-| lish. | bined 





























Item penses| ment, total, 
Fiscal | Fiscal | Fiscal | Fiscal | ®8¢a! | fiscal | fiscal 
year year year 
year | year | year | year 1956 1956 3 1956 
1952 1953 1954 1955 
A. MAJOR METEOROLOGICAL | 
EQUIPMENT | 
U as a ener eset sunigmnans » i apt ocala eee | aires __.----.|-----.-~|$2, 700, 000 $2, 700, 000 
Weather surveillance radar !_____...-_--- saps ss ic sel cisco ak candace 
End of runway equipment--_-_-.__-.-....-|-------- |-------- | Sve. need he ee 665.000) 665, 000 
Telepsychrometers and wind recorders-.-_|----.--.|-.------ ee ee Ei aia atl 272,000} 272,000 
Buildings (land and structures) ---....-..|-...-..-- $8, 000) . = Seadades 50, 50, 000 
Installation costs on foregoing items__- _.- | $20, 000} 125, 000, ‘$30, 000, 1 $30,400... 386, 000) 386, 000 
RMA. sik -...--| 20, 000) 33, 000! 30, 000} 30, 000 __-....| 5, 000, 000. 5, 000, 000 
B, OTHER METEOROLOGICAL | | | 
EQUIPMENT | | | 
Raingages, thermographs, barometers, | | 
instrument shelters, ete_.........------ 121. 000; 110,000, 200.000 130, 000 $133, 000! aaa 133, 000 
Installation costs on above. -_.--...------- _ 16,000 000; 12, 000; _ 25,000 000, 18,000, 18,000 ...---.--- 18, 000 
I linea cya ln adecdces | 136, 000 000) 122, "122, 000 “225,000 148,000. 151,000... | 151, 000 
Grand total.......-... Sa ee 156, 000, 155, 000, 255,000) 178, 000, 151,000, 5, 5, 000, 000) 5,1 5, 151, 000 








1 Installation costs prior to fiscal year 1956 are for modifying and installing radar and upper air equip- 
— ae was declared surplus and transferred to the Weather Bureau from Department of Defense 
without cost. 

2 Multiple-year appropriation: Expenditure estimated over 4-year period. 


Mr. Preston. Mr. Thomas. 

Mr. Tuomas. I think the Secretary has handled himself very well. 
You have your hands full, Mr. Secretary. No questions. 

Mr. Preston. Mr. Rooney. 


ENTERTAINMENT EXPENSE 


Mr. Rooney. Mr. Chairman, I am intrigued by an item at page 
170 of the proposed committee ‘print. It would seem that while the 
Department of Commerce has been trying to take over the Depart- 
ment of State for some little while, as I see it from where I sit, they are 
now going into the business of entertainment. Here is an item 
‘$10,000 of such transfers shall be available for entertainment.”’ 
What is that for? 

Secretary Weeks. Who can answer that? I cannot. 

Mr. Rooney. Mr. Secretary, this is your budget. 

Secretary WEEKS. Quite right, sir, but I cannot answer every item 
off the cuff. 

Mr. Nietson. Mr. Rooney, there is an item of $10,000 in here 
covering entertainment. 

Mr. Roonry. This is something new, is it not, Mr. Nielson? 
There were some few dollars in the Maritime budget, as I understand 
it, a few years back, about $1,025? 

Mr. Nietson. About $1,125. 

Mr. Rooney. Now we are in the $10,000. entertainment field. 

Mr. Nietson. This would provide, Mr. Rooney, for allowing 
entertainment of top officials, international officials, who come to 
this country and have to meet with top officials of the Department, 
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The funds for this could not be provided through the State Depart- 
ment allowances which are provided through your committee for the 
Department of State. 

There are also some instances in which businessmen come to the 
Department and it is necessary to have luncheons or other types of 
entertainment. That is the basic reason why this request is contained 
in the 1956 budget, 

Secretary Werks. I can assure you-—— 

Mr. Roonnry. Yes, Mr. Secretary. 

Secretary Werks. I can assure you there is not much entertain- 
ment. 

Mr. Roonry. $10,000 worth, if we give you your request. 

Secretary Weeks. If a businessman comes to me to talk strictly 
commerce business and we have lunch, I would pay that out of my 
expense. We are not wasting money on entertainment. 

Mr. Roonry. Would it be too much for us to expect what has been 
done over the years, that the person who comes to you would pay for 
your lunch rather than the other way around? I was under the im- 
pression we were trying to balance the Eisenhower budget, but when 
we see a huge budget such as the instant one before us and we find 
an item such as this included, we wonder whether or not there is a 
real intention to balance the budget as the American public were 
promised, Is that a fair question? 

Secretary Weeks. It is certainly a fair question. My answer i 
that there is every intention to balance the budget. 

Mr. Roonry. As of what date? You know you are not going 
balance the budget if every department of the Government comes i 
with an increased budget such as the Department of Commerce. 

Secretary Weeks. | only know about this budget. 

Mr. Foon. I have not heard an answer. Did you get an answer? 

Mr. Roonry. What would you use this money for, Mr. Secretary? 

Mr. Rorucuitp. May I give an example? 

Mr. Rooney. What do you use this money for? 

Mr. Rorucuiip. Perhaps this might clear it up a bit. I went 
abroad for the Department of State about a year and a half ago, and 
was told that if any entertainment was done for us on an official 
basis, we should return that entertainment for our hosts before we 
returned to the States. We were entertained by the British and did 
entertain them in turn. I had 23 people for lunch and gave the 
luncheon at the least expensive place, which was the officers’ club, 
and I was allowed $40 for the complete luncheon, which in Europe 
includes beverages. 

Mr. Rooney. Are beverages included in this $10,000? You are 
talking about $2 lunches. 

Mr. Rorucuip. I am afraid it was more a $10 lunch. 

Mr. Rooney. That is a pretty fair lunch in London; is it not? 

Mr. Rorucuitp. That is a pretty fair lunch anywhere. 

Secretary Wrrxs. Suppose we provide you with a statement on 
that. 

Mr. Roonny. We shall get to this later on when we get to the read- 
ing of the general provisions of the bill. 
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UNIVAC 


Let me inquire with regard to the Univac machine which the tax- 
payers spent much money to develop over the years. How much in 
public funds was expended for the development of that Univac ma- 
chine? 

Mr. Nretson. Mr. Rooney, as I recall we spent around $700,000 on 
the first Univac machine. I would like to verify that. 

Mr. Rooney. I should like to have inserted at this point in the 
record, Mr. Chairman, a statement with regard to the total public 
funds expended for the development of this machine. It appeared 
last. election night when the machine was in operation over television 
that this was a great development of Remington Rand, and no men- 
tion was made of the fact that every taxpayer in the United States 
made a contribution toward that development. I do not think that 
was fair. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

(The following information was submitted later :) 


STATEMENT ON DEVELOPMENT Costs oF UNIVAC 


The first Univac system was delivered to the Bureau of the Censis in April 
1951. It cost $701,845, consisting of approximately $150,000 for design, pre- 
liminary development and testing work and engineering, approximately $428,845 
for construction of equipment, and approximately $123,000 for moving, re- 
assembly, and building alterations for permanent housing in Washington. 

The Department of Commerce’s association with the development of the 
Univac began with a transfer of $200,000 early in fiscal vear 1947 from the B: reau 
of the Census to the National Bureau of Standards under specific authority fron 
the Congress. With part of these funds a design and study contract was let to 
the Eckert & Mauchly Computer Corporation of Philadelphia in the fall of 1946 
The result of this contract was a basic design for a Univae system. In the 
summer of 1948 the actual construction or purchase contract was let. By this 
time two other Government azencies (Office of Air Comptroller and .\rmy Map 
Service) were interested and requested the National Bureau of Standards to 
acquire similar equipment for then. The contract therefore provided for thre2 
Univac systems, the first being delivered to the Bureau of the Census in . pril 
1951 and the second and third to the Air Force and Army Map Service about a 
year later. 

In the view of the National Bureau of Standards this arrangement made 
possible the distribution of certain development costs over the three machines 
and permitted each of the agencies to get a better deal than if each of them had 
dealt separately with the manufacturer. It is apparent, therefore, that the 
total development cost was greater than that reflected in the cost of the first 
machine paid by the Bureau of the Census. Further, the development work 
for the Univac was no doubt facilitated and made less expensive by the experience 
gained at the expense of the Army during World War II in the development of 
the machine known as ENIAC which was built at the University of Pennsylvania 
under the supervision of Messrs. Eckert and Mauchly. The Eckert & Mauchly 
Corp. became a subsidiary of the Remington Rand Corp. in February 1950. 


SALE OF AGRICULTURAL SURPLUS TO RUSSIA 


Mr. Rooney. I should like at this point, Mr. Secretary, to call to 
your attention a matter which I asked permission to insert a while ago. 
This colloquy appears at page 67 of the printed appropriations hearings 
of the Department of State as of February 8, 1955: 

Mr. Wavueu. The decision as to the sale of agricultural products to Soviet 
Russia is not a decision that is mace by the Department of State alone. 


The decision with reference to disposal of agricultural surpluses to Soviet 
Russia and to all countries as far as that is concerned is correlated by Clarence 
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Francis, a personal appointee of the President, and the Department of State is 1 
agency out of 5 agencies that meet with him in that connection. 

Mr. Rooney. I understand that. 

I am merely inquiring with regard to the position of the Department of State. 

Mr. Wavau. As to our position? 

Mr. Rooney. Yes. 

Mr. Wavuan. Our position with reference to the sale of agricultural surpluses 
is trading for strategic materials; we have favored sale in some instances and in 
some instances we have not. 

Mr. Rooney. In what instances have you favored it? 

Mr. Waueu. This is the Department of State position that I do not think 
should be publicized because this is just 1 out of 5 agencies. 

Mr. Rooney. But we are not interested only in what the State Department 
has to say about it. 

Mr. Wavau. As far as the State Department is concerned, the State Depart- 
ment position has been that we would sell any perishable material, agricultural 
— to Russia for any needed strategic material we could get in exchange 
or it. 

Mr. Secretary, I submit that is diametrically opposed to your 
statement presented to the committee by Mr. Anderson, who stood 
behind you and announced that position. 

Mr. Anperson. May 1 comment on that? 

Secretary Werks. Yes, you may, but I will comment first. I did 
not understand it to be diametrically opposed. Mr. Anderson said 
we would not sell for cash. I stated it was my view that if you could 
trade perishable agricultural commodities for strategic materials we 
need, personally 1 would do it. 

Mr. Roonny. What is the present feeling of this group of five 
agencies? This has been like Finnegan, in-again, on-again, off-again 
Finnegan. Last week I read where Secretary Benson took a position 
also different from the position taken here today. 

Mr. AnpERsON. The matter is still under fairly active debate 
within the administration. 

Mr. Roonry. How long has this debate been going on? 

Mr. ANDERSON. I would say it has been going on, off and on for a 
number of months. The Secretary made the statement last year he 
had been directed by the President not to issue an export license for 
surplus butter. 

Mr. Rooney. We need not spend too much time on that. 


EXPORT CONTROL LICENSES 


What is the current list with respect to export control licenses and 
when and where on that list do you propose to cut out items under the 
instant requested budget? You are supposed to be cutting this 
export control budget by $600,000. What items are you taking off 
the control list? 

Secretary Weeks. There areseveral. May I say this off the record? 

Mr. Rooney. Say it on the record at first and if it should go off as 
a matter of security, take it off. 

Secretary Werks. Do you have the figures on the items we dropped 
from control? 

Mr. Anprrson. Yes, I understand we do have them. 

Secretary Werks. We dropped from 1,445 to 785 items. 

Mr. Rooney. I think we should know what items you are dropping 
and what are the facts with regard to them. We have usually had 
that information. 
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Mr. AnpErson. This is the so-called positive list, and we will be 
glad to furnish the deletions from the positive list. From what date? 
Mr. Rooney. Let us take the last 2 years. 
Secretary Weeks. The real changes were made last summer. 
Mr. Preston. Very well, the information will be furnished to the 
committee. 
STATE MARINE ACADEMIES 


Mr. Rooney. I have just one more question. Is the matter of the 
closing, so far as Federal aid is concerned, of the four State Marine 
academies wherein you delete renewal of appropriation in the amount 
of $660,000 during the next fiscal year, your considered best judgment, 
Mr. Secretary? 

Secretary Werks. Yes, sir. 

Mr. Rooney. That is all. 

Mr. Preston. Mr. Yates. 


CAB CERTIFICATES OF CONVENIENCE AND NECESSITY 


Mr. Yates. I have an item from the Chicago Daily Tribune of 
Thursday, April 14, 1955, quoting Public Works Commissioner 
DeMent, who had written a letter to Ross Rizley, CAB Chairman, 
and when he failed to receive a reply he renewed the request in another 
letter. I quote: 

The CAB has been issuing certificates of convenience and necessity for new 
flights using Midway without consulting the city government. This policy has 
applied when a new carrier seeks to use the field and when carriers already oper- 
ating at Midway seek to establish new flights in and out of the terminal. 

De Ment contended traffic has reached the ‘‘saturation point” at Midway. Cur- 
rently, he said, there are 864 scheduled landings or takeoffs, or an average of 36 an 
hour. In peak periods the number of plane movements substantially exceeds 
that figure. 


Do you know whether or not it is true that the city of Chicago is 
not being advised of changes in scheduling as a result of actions taken 
by CAB which directly affect traffic in and out at Midway? 

Secretary Wrerexs. Do you mean CAA? 

Mr. Yates. This says CAB. Which agency has authority over 
granting certificates of convenience and necessity? 

Secretary Werks. CAB. 

Mr. Yares. This says: 

The CAB has been issuing certificates of convenience and necessity for new flights 
using Midway without consulting the city government. 

Mr. Rotrucuitp. CAB is not a part of the Department of Commerce 

Mr. Yates. This subcommittee print contains an appropriation for 
CAB, and I thought it was under your jurisdiction. 

Secretary Weeks. It is not. 

Mr. Yarss. Is this an independent agency? 

Secretary Werks. Yes. 

Mr. Nietson. It is listed under our appropriation chapter, but it 
is not under our jurisdiction. 

ore Yates. I am sorry. Then you do not know anything about 
that 

Secretary Werks. No, sir. 


61922—55——3 
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OPERATING-DIFFERENTIAL SUBSIDIES 


Mr. Yates. May I refer to page 16 of your statement, which says: 


The requested appropriation of $115 million for operating-differential subsidies 
will aid materially in the liquidation of outstanding obligations of the Government 
to the subsidized steamship operators. This was a matter of great concern to 
me when I became Secretary. “Due to faulty procedure in the establishment of 
operating-differential subsidy rates, delays had been encountered in the payment 
of these obligations which covered a period of nearly 7 years. During the period 
1947 through 1952 only very limited partial payments were made to the operators. 
The elimination of this backlog of work and the establishment of a sound basis 
for the calculation of subsidies was given the highest consideration by my office 
and it is gratifying to report that the Maritime Administration is rapidly reaching 
a point where we will be at the most current possible position insofar as the 
establishment of rates are concerned, which furnishes the basis upon which current 
payments can be made to these operators. 


How much was paid to the operators in order to make their pay- 
ments current? 

Secretary Weeks. The figures for the last several years? Is that 
what you want? 

Mr. Yates. Yes. 

Secretary Weeks. I read those a while ago. For fiscal year 1952, 
$20 million; for fiscal year 1953, $20 million; $85 million for 1954; and 
so far in fiscal year 1955 we have been granted $100 million, with 
another $25 million requested. 

Mr. Yates. Are those payments current now? 

Secretary Werks. No; they are not current. 

Mr. Preston. If you get the $25 million they will be current up to 
the last quarter of the present fiscal year? 

Secretary Weeks. If we get the $25 million, the bills payable will 
be $106 million on the 1st of July. 

Mr. Roruscuiip. That is correct, of which only the last quarter of 
fiscal year 1955 will remain unpaid on a regular basis plus some pay- 
ments, only 75 percent of the first voucher and 90 percent on the 
other voucher. 

Mr. Yatrs. Why were they not paid previously? : 

Mr. Roruscuiitp, The Federal Maritime. Administration had not 
determined enough rates to bring the payments up to a current 
position. 

Mr. Yates. I remember when Mr. Clevenger was chairman of the 
committee last year he made the statement that the Mariners ship- 
building program was such that the Mariner fleet required conversion. 


Is that right, Mr. Clevenger? | 
Mr. CLEVENGER. That is right. You mean the contemplated sale 


of Mariners to individual owners. 
Mr. YatTes. How many have you been able to sell? 
Mr. Roruscuitp. Nine. 
Mr. Yates. Out of how many? 
Mr. Roruscnitp. 35. There were 35 originally. We lost one. 
Mr. Yates. You have 24 left? 
Mr. Roruscuiip. One went to the Navy. 
Mr. Yates: Do you have 24 now? 
Mr. Roruscuixp. 23 or 24. 
Mr. Yates. Are all of them being used or stored? 
Mr. Roruscuitp. Some are in our national defense reserve fleet. 
Mr. Yates. Are they capable of use? 
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Mr. Roruscuitp. Indeed they are. 

Mr. Yates. I gathered the impression from Mr. Clevenger last 
year that the design was faulty and they were not being used. 

Mr. Preston. Might I interrupt and suggest that we direct the 
questions to the Secretary this afternoon? 

Mr. Roonery. Every question has been directed to the Secretary. 
It is apparent when he does not have the answer he refers the question 
to one of his subordinates. 

Mr. Preston. I have had enough experience to realize we will be 
repetitious, because we will go into all these questions later when the 
bureaus come before us. 

Mr. Yates. This is the Secretary’s statement. 

Mr. Preston. You could consider every item in this bill one as to 
which questions could be directed to the Secretary, but unless it is 
a question of policy we would make better time if we deferred those 
questions until the bureaus come before us. 

Mr. Yarss. All right. I have one further question. I think it is 
a question of policy. Why was it considered necessary to bring the 
matter of Maritime subsidy payments up to date and not necessary 
to bring the work of the Patent Office up to date? 

Secretary Weeks. In the Patent Office you will be doing more 
work. Here you owe people money. It seems to me you ought to 
Bay Our bills. 

r. Yates. Is not the question of bringing the Patent Office work 
up to date a matter of hiring enough people to bring it up to date, 
and is that not a matter of money? 

Secretary Werks. Yes, sir. 

Mr. Yates. Why is not that as necessary as bringing Maritime 
subsidy payments up to date? 

Secretary Weeks. It is up to the Congress. They make the 
appropriations. 

Mr. Yates. Is not the responsibility for the Patent Office that of 
the Secretary of Commerce? 

Secretary Weeks. Yes. 

Mr. Yates. And if the work of the Patent Office continues to fall 
behind, would you not say the Secretary was not carrying out that 
responsibility? 

Mr. Preston. Mr. Shelley. 

Mr. Suetiey. No questions. 

Mr. Preston. Mr. Flood. 

Mr. Fioop. I had some questions, but I am confused now about 
what is going to be policy and what is not policy. I do not want to 
get in the position that when the bureau chiefs come before the com- 
mittee they will say, ‘“That is a matter of policy and I have nothing 
to do with policy.” 

Mr. Preston. The committee will decide that, I am sure, and the 
Bureau chiefs will not determine the policy of this committee. 

Mr. Fioop. I mean the policy of the Department. 

Secretary Werks. Mr. Chairman, could | say a word at this point? 

Mr. Preston. Yes, Mr. Secretary. 

Secretary Weeks. Normally I am completely at your service. I 
had no idea that we would not be down here before April 18, and some 
months ago I made plans to leave tomorrow morning. ‘Today has 
been a particularly bad day for me, because I have had this road bill 
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the whole morning and before that I had a session with Speaker 
Rayburn and Mr. Priest on the Transport Policy Committee’s report 
which the White House is releasing today, and I just have to be at 
the White House at 4 o’clock to brief the press on that Transport 
Policy Committee report. 1 do not like to be in this position, because 
every other year I have been available and will be available at any 
time later. Meanwhile, Under Secretary Walter Williams will carry 
on in my absence. If there are any quick questions I can answer, 
I shall be glad to do so, but I really must be, if I can, at the White 
House at 4 o’clock. 

Mr. Rooney. It is now 20 minutes of 4. 

Mr. Yaress. Is it best to recall him at a later date? 

Mr. Preston. Yes. There is still some time if Mr. Flood has 
some questions. 

Mr. FLoop. Not if he has to be at the White House at 4 o’clock. 

Secretary Weeks. Mr. Williams is here. 

Mr. Fioop. I will defer my questions. 

Mr. Preston. I will acknowledge it is unusual to wait this late to 
bring up this budget, but with the new organization of the committee 
it was necessary. I regret very much that we find ourselves in the 
position where we have denied minority members adequate time. I 
will say we will be glad to ask the Secretary to come back at a later 
time and answer any questions you may have. I hope you will accept 
my apologies for putting you in this awkward position. 

Mr. CLEVENGER. I will waive any questions. 


Mr. Preston. Mr. Bow. 
Mr. Bow. I waive any questions. 
Mr. Preston. We hope you will have a nice trip and accomplish 


something worthwhile. 

Secretary Werks. Thank you very much. 

Mr. Preston. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 





SS @O ocrce™ 


a 
J 


® 


35 
Turspay, APRIL 19, 1955. 


OFFICE OF THE SECRETARY 
WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY 

GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

THEODORE HARDEEN, Jr., ADMINISTRATOR, DEFENSE AIR TRANS- 
PORTATION ADMINISTRATION 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under see. 1311, Public Law 663) 


: ~ — 
| } 


1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate $1, 750, 000 $2, 050, 000 $2, 300, 000 
Transferred from— 
“Salaries and expenses, Civil Aeronautics Administra- | 
tion,”’ pursuant to Public Law 195 
“Salaries and expenses, Weather Bureau,” pursuant to 
Public Law 286. _- creat ae ee 
“Salaries and expenses, Bureau of the Census,” pursuant 
to Public Law 471 
“Operation and administration, National Bureau of | 
Standards,’’ pursuant to Public Law 471 


Adjusted appropriation or estimate - 1, 812, 800 | 2, 080, 782 2, 300, 000 
Reimbursements from other accounts i 100, 664 | 100, 000 90, 000 
Total available for obligation. ____..._--.-------_-____-- 1,913,464 | 2, 180, 782 2, 390, 000 
Unobligated balance, estimated savings...............---.- ‘ —16, 698 
Obligations incurred 1, 896, 766 | 
Comparative transfer from— | 
“Salaries and expenses, defense production activities, 
Commerce”: 
Direct obligations 
Reimbursable obligations 
“Salaries and expenses, Business ‘and Defense Services 
Administration” 





Total obligations 


Obligations by activities 


Description | 1954 actual | 1955 estimate | 1956 estimate 


Direct Obligations 


1. Executive direction of the Department $387, 025 $413, 950 
2. Departmental staff services ; 1, 188, 057 | 1, 214, 475 
3. Administrative services..............-.....---- LIES SE | ‘ 505, 700 521, 575 
4. Air transport mobilization planning | 72, 000 | 75, 000 
5. Coordination of release of strategic information....._..__._. 50, 000 | 75, 000 


Total direct obligations 2, 202, 782 2, 300, 000 


Obligations Payable Out of Reimbursements From Other * 
Accounts 


2. Departmental staff services 
3. Administrative services 





Total obligations payable out of remibursements from 
other accounts 


Total obligations___., | | 2,302, 782 | 2, 390, 000 
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Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employecs 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Piso gira cn oa cewe venders wakes eeatediodieasoe 


Personal service obligations: 
NN eo a ak wee hanildsnteuants 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates 
Other payments for personal services 


Total personal service obligations 2, 015, 351 


Direct Obligations 

Personal services ‘ 1, 911, 451 
Travel 30, 320 
Transportation of things 44 
Commun tnation Servine) ...... nncicocnccecdescccetincscensce 43, 874 
Printing and reproduction 48, 891 
Other e»ontractual services 22, 302 

Organization and management surveys 56, 427 
Supplies and materials 14, 295 
Equipment. : , 632 
Refunds, awards, and indemnities : 135 
Taxes and assessments 2, 538 


Total direct obligations 2, 137, 909 
Obligations Payable Out of Reimbursements From Other Accounts 


01 
02 
04 
06 
07 
08 


Total obligations payable out of reimbursements from 
other accounts 105, 656 100, 000 


Total obligations 2, 243, 565 | 2, 302, 782 


Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward $127, 675 $184, 547 
Adjustment in obligations of prior years 3. 640 
Obligations incurred during the year 1, 896, 766 2, 180, 782 


2, 028, 081 2, 365, 329 
Reimbursements —100, 664 
Obligated balance carried to certified claims account —785 
Obligated balance carried forward —184, 547 


Total expenditures 1, 742, 085 


Espenditures are distributed as follows: 
Out of current authorizations 1, 612, 539 1, 880, 000 
Out of prior authorizations 180, 000 


Mr. Preston. The committee will be in order. 

The first item we will take up this morning is the Office of the 
Secretary, appearing at page 1 of the committee print and page 2 of the 
justifications, part I. 
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nee 2 and 3 of the justifications will be inserted in the record at 
is point. 
(The pages referred to are as follows:) 


Summary of requirements 


Appropriation, 1955 
Transferred pursuant to Public Law 471 from— 
and expenses, Bureau of the Census”’ 
“Operation and administration, National Bureau of Standards” -- 
Comparative transfer from “Salaries and expenses, Business and De- 
fense Services Administration”’ 


ase for 1956 $2, 172, 000 
Net ao 1956 over 1955: 


Requirements 
Difference, 
By activity increase ft} 
1955 1956 decrease (—) 
adjusted estimate 


1. Executive direction of the department... -| $387,025 $413, 950 +$26, 925 
2. Departmental staff services --| 1,187,275 | 1,214,475 +57, 200 
3. Administrative services eaten 505, 700 521, 575 +15, 875 
4. Air transport mobilization planning 72, 000 75, 000 +3, 000 
5. Coordination of release of strategic information. -- 50, 000 75. 000 +25, 000 


2,172, 000 | 2,300, 000 | +128, 000 


Total estimate of appropriation, 1956 


Summary of estimated obligations 


Actual, 1954 (adjusted) | Estimate, 1975 (adjusted) Estimate, 1956 
i tence afin heiegdnlemtltsicmsdagcana Employ- 
Aver- Aver- Aver- ment 


Posi-| age Posi-| age Posi-| age ne 
tions | num- tions | num- tions —_— 


Personal services: 
Permanent 


Other objects 
7S obliga- 


Mr. Preston. The request is for $2,300,000, a net increase of 
$128,000 over the adjusted 1955 figure of $2,172,000. 

Who will speak to this item? 

Mr. WiiuiaMs. George Moore, the Assistant Secretary for Admin- 
istration, wil) present a statement. 

Mr. Preston. Mr. Secretary, we will be glad to hear from you at 
this time. 

Mr. Moors. Mr. Chairman, I have a short statement I would 
like to read. 

Mr. Preston. Very well. 


GENERAL STATEMENT 


Mr. Moors. Mr. Chairman and members of the committee, I 
appreciate very much the opportunity of appearing before you in 
support of our 1956 budgetary needs, and to discuss some of the 
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activities which fall within the area of my responsibility as Assistant 
Secretary of Commerce for Administration. Responsibilities of the 
Office of the Assistant Secretary for Administration include the pre- 
scribing of policies, regulations, and programs with respect to admin- 
istrative and management activities. Departmental leadership and 
direction are provided in the fields of fiscal management, budgetary 
planning and administration, management research and planning, 
organization planning, personnel administration, property and 
supply operations, records administration, publication programs, and 
security. 

During the past 2 years we have concentrated upon increasing the 
economy and efficiency of administration. We have gone about this 
in several ways. We work closely with the bureaus to assure that 
technically sound, effective, and economical management programs 
are installed and maintained. Greater emphasis is being placed on 
the development of effective supervisory personnel and the employee- 
suggestion program. 

Critical management analysis has been made of existing operations, 
administrative and progiam alike, which resulted in elimination of 
certain functions and procedures not consistent with effective manage- 
ment or essential to the Department’s basic mission. 

The budget request for the Office of the Secretary provides for an 
increase of $128,000. This is primarily for strengthening of staff 
services in the areas of security contiol, personnel management, 
budget and management, publications, and administrative services. 

The estimates include a request for four additional positions in the 
Office of Security Control. The proposed staff of 20 employees is 
responsible for carrying out the provisions of Executive Orders 10450 
and 10501 dealing with personnel security and physical security, 
respectively. There are approximately 21,000 sensitive positions in 
the Department and the necessary documents have been processed 
to insure that incumbents meet the standards set forth in Executive 
Order 10450. At the end of this fiscal year there will remain approxi- 
mately 5,000 cases where investigations have been completed, that 
must now be evaluated by the investigative staff. In addition, normal 
turnover will require a substantial number of new investigations with 
subsequent evaluations. 

While the emphasis in the past year has been in the area of personnel 
security, many of the Department’s responsibilities in the field of 
physical security have been neglected, and this increase in staff will 
enable this Office to direct a positive physical security program 
throughout the Department. 

In the Office of Personnel Management, it is proposed to add two 
positions, a career management officer and a staff placement officer. 
The incumbents of these positions will be responsible for providing 
leadership and direction in the operation of intensified programs in 
their respective fields. This work, which heretofore has been handled 
part time by personnel charged with other duties, is essential for the 
efficient conduct of personnel management activities throughout the 
Department. 

In the Office of Budget and Management, we require 2 positions; 1 of 
these will be used to provide additional staffing for our Accounting 
Systems Division, which is faced with a considerable amount of 
additional workload due to implementation of the accounting im- 











=— eS = 


= Ye _— FS ld 


OW =e US 


f 
< 
f 





39 


provement program provided by the Accounting and Auditing Act of 
1950, and the Budget Bureau’s recently established requirement with 
reference to cost-type budgets. The other position is intended for 
our Division of Administrative Coordination, where there exists a 
substantial backlog relating primarily to the amendment of outdated 
departmental administrative orders and the improvement of depart- 
mentwide administrative procedures. 

An increase of one position is requested for the Office of Publications. 
This Office, through its Publications Division, reviews all proposals 
for new publications and thus contributes essentially to the economy 
and utility of the Department’s publications. In addition to its 
regular duties, that Division’s professional staff of two provides 
practically all manuscript review and editorial services for the Business 
and Defense Services Administration. An editor is needed to assist 
in guiding and reviewing the increased production of business reports 
and aids of that agency for conformity to policy, quality, and editorial 
standards. 

We are requesting two additional positions in the area of administra- 
tive services for the purpose of providing a strong departmental library 
program. These are a Director and a secretary. With the aid of 
highly qualified Government librarians from other agencies, a thorough 
survey of library organization and procedures within the Department 
has recently been completed. Based largely on that study, it is 
believed that we can improve this aspect of administrative services 
and very likely effect significant savings in the matter of procurement 
of books, periodicals, magazines, etc. ~ Before leaving the administra- 
tive services, I should like to report that in accordance with the Senate 
Appropriations Committee report and our own realization of the need, 
we have initiated a comprehensive program of safety promotion, 
training, and hazard control, under the direction of a full-time, highly 
qualified safety director. A 40-percent reduction in the Department’s 
injury rate is the 2-year goal of this program. 

The Office of Strategic Information was established in the Office of 
the Secretary in November 1954 to coordinate the release of unclassi- 
fied scientific, technical, industrial, and economic information, the 
indiscriminate distribution of which may be inimical to the defense 
interests of the Nation. The estimates for fiscal year 1956 provide an 
increase of $25,000 to provide full-year financing for this important 
activity. 

The estimates also provide for financing the activities of the Defense 
Air Transportation Administration formerly financed under the 
appropriation for the Business and Defense Services Administration 
as well as a language provision to enable the Defense Air Transporta- 
tion Administration to establish an aviation war risk insurance re- 
volving fund and issue binders to air carriers which will become war 
risk insurance automatically on the outbreak of war. This fund can 
be instituted without appropriation and the administrative expenses 
of the program will be covered by fees charged for the binders. 

Mr. Chairman, I thank you for this opportunity to appear before 
you and will be glad to answer any questions you or the other members 
of the committee may have concerning this appropriation. 

Mr. Preston. Mr. Secretary, we notice from time to time that every 
time a new assistant secretary take over one of these departments, 
he goes to work reorganizing and creating new agencies, and they 
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invariably cost more money. They never save money, although they 
are all predicated on the idea they will save money. 


OFFICE OF STRATEGIC INFORMATION 


I wonder why the Office of Strategic Information was needed when 
you already have your Office of Business and Defense Services. It 
seems that that agency could perform the things you set out in here 
that you want to do in the Office of Strategic Information. Is there 
any reason why it cannot? 

r. Moors. The Office of Strategic Information was set up in the 
ee of Commerce at the request of the National Security 
ouncil. 

Mr. Preston. Let us pursue that a little bit. Did you have some 
informal discussions with them about it before you set it up? Who 
gave birth to this idea originally? 

Mr. Moores. It came in the form of a directive. The birth did not 
happen in the Commerce Department. 

Mr. Preston. You give these people the whole credit for conceiving 
this idea? 

Mr. Moores. Yes, I think we do. 

Mr. Preston. And simply because they said they wanted it, you 
created it? 

Mr. Moore. No. It is a very sound program. 

Mr. Preston. Why could it not be handled under your Business 
and Defense Services? 

Mr. Moore. I do not think there is any place for it under Business 
and Defense. 

Mr. Preston. What does defense mean? Does it not mean activi- 
ties related to the defense of this country? 

Mr. Moore. That is true. 

Mr. Preston. And the activities of the Office of Strategic Informa- 
tion are related to the defense of this country? 

Mr. Moors. They are related to the security of information that 
has to do with the defense of the country, yes. 

Mr. Preston. Why is that foreign to the Business and Defense 
Services? 

Mr. Moors. I do not think they could set up the Office of Strategic 
Information on an interdepartmental basis the way this is set up. 

Mr. Niexson. If I might add, this is an activity which would cut 
all the way across the Department of Commerce and is not just related 
to the Business and Defense Services Administration. It would be 
applicable to the Bureau of the Census, Bureau of Standards, the 
Bureau of Foreign Commerce; and that is one of the reasons why it 
was organized as a unit in the Office of the Secretary. Mr. Honaman, 
who is head of the Office of Strategic Information,:is here and if you 
have any questions he would be glad to answer them. 

Mr. Preston. I think we understand what is going on all right. 
I think Mr. Moore can answer any questions we may have on the 
subject. We just see so much of this done, new ideas, new agencies 
— people, constantly growing, and we naturally are concerne 
about it. 
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OFFICE OF BUDGET AND MANAGEMENT 


Mr. Preston. How many of these new positions are in your shop, 
Mr. Nielson? 

Mr. Nretson. There are two additional jobs in the Office of Budget 
and Management which we have requested; one in the Accounting 
Systems Division and another in the Division of Administrative 
Coordination. 

Mr. Preston. Any questions, Mr. Thomas? 

Mr. Tuomas. No questions. 

Mr. Preston. Mr. Yates. 

Mr. Yates. Off the record. 

(Discussion off the record.) 


SECURITY PROGRAM 


Mr. Yates. What is the status of your security program? As I 
understand, you are in charge of the security program for the entire 
Department? 

Mr. Moore. Yes. 


SECURITY RISK SUSPENSIONS 


Mr. Yates. Were there any peoplé suspended in the last fiscal year 
as being security risks? 

Mr. Moore. Yes. 

Mr. Yates. How many were suspended? 

Mr. Moore. I have alist here. It should be off the record on this. 

Mr. Yates. It should be off the record? 

Mr. Moore. I guess not. 

Mr. Yates. We would like to have the number for the record. 

Mr. Moors. Separations for various reasons January 1 to Decem- 
ber 31, 1954, inclusive: 11 cases involving morals charges; 4 cases 
involving alleged subversion or disloyalty; and 70 cases involving 
charges other than morals and alleged subversion or disloyalty, making 
a total of 85. 

Mr. Yates. That covered what period? 

Mr Moore One year, January 1 to December 31, 1954. 

Mr. Yates. How many employees does the Department of Com- 
merce have? 

Mr. Moore. Roughly 36,000 full time. 


SENSITIVE POSITIONS 


Mr. Yates. And have all the employees been checked? 

Mr. Moore. No. There are about 21,000 sensitive positions in 
the Department. 

Mr. Yates. Have all the sensitive positions been checked? 

Mr. Moore. As far as we know they have all been checked but 
have not all been evaluated. 

Mr. SHELLEY. Will the gentleman yield? 

Mr. Yares. Yes. 

Mr. SHetxiey. There are 36,000 positions in the Department? 

Mr. Moore. Yes. 
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Mr. Suetuey. Of which 21,000 are sensitive positions? 

Mr. Moore. Yes. 

Mr. Yates. How do you define sensitive positions? 

Mr. Moors. Those are defined in Executive Order 10450, of which 
I have a copy here: 

The head of any department or agency shall designate, or cause to be desig- 
nated, any position within his department or agency the occupant of which could 
bring about, by virtue of the nature of the position, a material adverse effect on 
the national security as a sensitive position. | 

Mr. Yates. Where in the Department of Commerce are these 21,000 
sensitive positions? 

Mr. Moors. We have some in the Bureau of Foreign Commerce. 
In the Office of the Secretary most of them are sensitive positions. 
In the Bureau of Standards there are a great many. I think the 
percentage is high, but not for the work we do. 

Mr. Yates. Is there any generalization we can make with reference 
to positions that are not sensitive as to why they are not sensitive? 
Are they char people, for instance? 

Mr Moors. That is true. In some agencies we have many 
persons who are not in sensitive positions. They are scattered 
throughout. 

Mr. Yates. Did I understand you correctly to state you had 
already screened the 21,000 sensitive positions? 

Mr. Moore. As I understand they are screened but they have not 
all been evaluated. 

Mr. Yates. What does that mean? 

Mr. Moors. After you get all the reports in you have to evaluate 
the reports. 

Mr. Yates. By whom have these been screened? 

Mr. Moors. Our security office. 

Mr. Yates. Have any been screened by the Federal Bureau of 
Investigation? 

Mr. Moore. Some have where they are top secret positions. 

Mr. Yarss. All your top secret positions have been screened? 

Mr. Moors. Yes. Remember we have a turnover that runs about 
25 percent in this area, and there is an unending job there. 

Mr. Yares. The 85 suspensions which occurred, were they all in 
positions which were sensitive? 

Mr. Moore. Yes. 

Mr. Yares. None of them were in so-called nonsensitive positions? 

Mr. Moore. They come under a different: category. The ones not 
on this list would not be classified as security positions. 

Mr. Yarss. I do not understand that. 

Mr. Moors, We have discharged other people for drunkenness, 
immoral conduct, and other things. 

Mr. Yates. They come under Executive Order 10450? 

“8 Moorz. Not for security. The other 15,000 would not be on 
this list. 

Mr. Yates. I was under the impression that Executive Order 10450 
applied to all positions, sensitive, and nonsensitive. 

Mr. Moore. Not to my knowledge. 

Mr. Yarrs. Then your understanding of the order is that it applies 
only to so-called sensitive positions? 

Mr. Moore. That is right. 
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Mr. Yates. With respect to the four persons suspended for subver- 
sion, were any of them members of the Communist Party? 

Mr. Mooreg. I cannot answer that. 

Mr. Yares. You cannot answer as to whether they were members 
of the Communist Party? 

Mr. Moore. No. I did not happen to be in the position I am now 
during that period and I did not go over those cases. 

Mr. Yares. Would anybody know whether they were members of 
the Communist Party? 

Mr. Moore. I could find out and let you know. 

Mr. Yares. You made the point that you have a 25-percent turn- 
over, approximately. 

Mr. Moorg. Approximately. 

Mr. Yates. Are not the applicants screened for compliance with 
Executive Order 10450 before you hire them? 

Mr. Moore. Yes. 

Mr. Yares. So that all of your personnel who are engaged for sen- 
sitive positions presumably have heen screened for compliance with 
Executive Order 10450? 

Mr. Moore. That is right, as they come in now, but when Execu- 
tive Order 10450 became effective we had to go in and screen those 
already in our employ. That gave us our backlog. 


SENSITIVE POSITION EVALUATIONS 


Mr. Yates. You stated that all of them had been screened but not 
all had been evaluated. How many have been evaluated? 

Mr. Moore. I would say roughly 16,000 have been evaluated. 

Mr. Yates. Leaving 5,000 positions still in doubt? 

Mr. Moors. They are not in doubt. They have not been evalu- 
ated. I would not say they were in doubt. 

Mr. Yates. What do you mean when you say “evaluated, ” then? 

Mr. Moore. All the background has been picked up. Then you 
have to go over the background to see if they comply with Executive 
Order 10450. 

Mr. Yates. Do I understand correctly there may be some doubt 
with respect to these 5,000? 

Mr. Moore. There may be. 

Mr. Yates. Who is doing the evaluation? 

Mr. Moore. We have evaluators in our security office. 

Mr. Yares. How many people are engaged in this activity? 

Mr. Moore. I think only two or three in this particular activity. 
It is a highly trained activity. 

Mr. Yates. Two or three? 

Mr. Moore. Yes. 

Mr. Yates. Over what period of time did they clear the 16,000 that 
were evaluated? 

Mr. Moore. That has been going on since 1953. 

Mr. Yates. By two or three people? 

Mr. Moors. Yes, I could say that on the evaluation. 

Mr. Yarss. Since 1953, two or three people have evaluated all the 
employees? 

Mr. Moore. Evaluated the reports that have come in. Some are 
: clean as a hound’s tooth. It does not take any time to evaluate 

ose. 
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Mr. Yates. I see. And does that type of report apply to many of 
the 16,000 that have been evaluated? 

Mr. Moore. That they are clean? 

Mr. Yates. Yes. 

Mr. Moore. Absolutely. 


ELIMINATION OF FUNCTIONS AND PROCEDURES 


Mr. Yates. Your statement also says that— 


Critical management analysis has been made of existing operations, administra- 
tive and program alike, which resulted in elimination of certain functions and 
procedures not consistent with effective management or essential to the Depart- 
ment’s basic mission. 


Will you tell us what you refer to there? 

Mr. Moore. Yes. For instance, in the Bureau of Public Roads 
further delegations were made to field highway engineers and two 
engineering divisions were consolidated into one. Procurement 
activities were consolidated and office services were centralized in 
one operating unit. Fiscal control records were discontinued in 
division offices. Old records were retired at considerable savings in 
space and file equipment. A research projects control system was 
established. | 

In the Census Bureau the fieldwork for the economic and agri- 
cultural censuses was segregated from current programs resulting in 
increased efficiency. Methods are being developed to establish a 
system of control reports in accordance with establishment of 
production standards. The audits and accounts system and organiza- 
tion are being adjusted. 

In the CAA, Federal airways planning staffs have been consolidated. 
Organizational adjustments to improve CAA management and 
administrative -operations have been effected. Plans have been 
developed to test the operational feasibility at three locations of a 
new aeronautical communications remoting technique which would 
permit decommissioning of some low-activity communications stations. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Yates. Mr. Chairman, may I suggest that statement be 
inserted in the record? 

Mr. Preston. How long is the statement? 

Mr. Yates. Three or four pages. 

Mr. Preston. In the interest of time, it will be inserted in the 
record. 

(The statement referred to is as follows:) 


Stratus Rerport—MANAGEMENT CONSULTANT RECOMMENDATIONS 


The Department of Commerce had made liberal use of management consultant 
firms, as well as of experts in transportation, science, meteorology, business and 
industry. The enlistment of these outside experts has paid off well in assuring 
that our programs are well conceived and that our resources are devoted to the 
most essential and productive use. It enabled us to get a fresh viewpoint on 
established ways cf doing things and the coverage of a great deal of ground in a 
shert period of time. 

We have contracted for management consultant services with 5 firms, of 
which 4 have completed their work and one is underway. The principal and 
subsidiary recommendations made by these firms run into the hundreds. We 
are moving as fast as we can to evaluate each of these recommendations and to 
take appropriate action thereon. For example: 
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The Booz, Allen & Hamilton firm made 85 recommendations concerning the 
program and operations of the Bureau of Public Roads. We have realized further 
economy and efficiency as a result of both the survey report and internal studies 
made by the Bureau. 

1. Further delegations were made to field highway engineers and two engineer- 
ing divisions were concolidated into one. 

2. Procurement activities were consolidated and office services were centralized 
in one operating unit. 

3. Fiscal control records were discontinued in division offices. 

4. Old records were retired at considerable savings in space and file equipment. 

5. A research projects control system was established. 

‘ The Hybla Valley tract of 1,281 acres was declared surplus to the Bureau’s 
needs. 

I will not itemize all of the recommendations and benefits which we realized, 
other than to say that as a result of this survey, and concurrent aggressive inter- 
nal management studies launched by Commissioner du Pont, the administrative 
expenditures of the Bureau of Public Roads were reduced by $437,000. The 
economies effected, however, are intermingled and cannot be segregated or 
assigned specifically to either the management consultant survey or to the studies 
by Public Roads itself. 

The Rath & Strong firm surveyed the Census Bureau area. Its contract has 
been extended for a limited additional work in connection with installing some of 
its recommendations, particularly those dealing with setting up of production 
planning and production standards. Some results already realized are: 

1. The field work for the economic and agricultural censuses was segregated 
from current programs resulting in increased efficiency. 

2. Methods are being developed to establish a system of control reports in 
accord with establishment of production standards. 

3. The audits and accounts system and organization are being adjusted. 

Of the major Rath & Strong recommendations, less than half implied specific 
dollar savings. The remaining recommendations were essentially related to 
more clear designations of authority and responsibility, segregation of functions 
and the like, and only indirectly bearing on dollar savings. In developing our 
1956 census budget we reflected a savings of some $800,000 due to efficieneies of 
various kinds, of which about $300,000 is related to management consultant firm 
recommendations. 

In the CAA area we had the Cresap, McCormick & Paget firm. Evaluation 
of the recommendations made by that firm and subsequent decisions thereon 
will take some time. Some recommendations involve significant changes in 
concept of operation of air navigation facilities, aeronautical communications, 
air traffic control, and in the conduct of aviation safety activities. A number 
of them would require legislation. However, we are diligently pursuing final 
answers. Some accomplishments can be reported as follows: 

1. Federal airways planning staffs have been consolidated. 

2. Organizational adjustments to improve CAA management and administra- 
tive operations have been effected. 

3. Plans have been developed to test the operational feasibility at three locations 
of a new aeronautical communications remoting technique which would permit 
decommissioning of some low-activity communications stations. 

4. Evaluation is underway of the need for and type of service provided to the 
pilot operating under visual flight rules. 

5. Evaluation is under way of the study of Special Working Group 13 of the 
Air Traffic Control and Navigation Panel of the Air Coordinating Committee con- 
cerning CMP’s recommendations with respect to operation of the Federal airways 
system, 

Mat this point we are not in a position to identify savings as a result of the CMP 
survey other than to say that the major area of potential savings is in the opera- 
tion of Federal airways. The results of pilot studies will not be known for some 
time. Major savings in aviation safety cannot be accomplished without a revi- 
sion of the Civil Aeronautics Act. However, aside from the management consul- 
tant recommendations, the CAA has been able to reduce its operational costs by 
approximately $2,200,000. These savings as indicated in the 1956 budget justifi- 
cations result from combination or discontinuance of facilities, and reduction in 
flight hours and temporary employment. 

tudies of relatively limited scope have been made in the Coast and Geodetic 
Survey and the National Bureau of Standards areas also. In the Coast and 
Geodetic Survey area, the type and character of the recommendations that have 
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been accepted to date are mainly of a technical nature dealing with processing 
techniques. Although it is generally accepted that the operations have been 
improved, it is most difficult if not impossible to translate these items into dollars- 
and-cents savings. The Standards study by Social Research, Inc., was a followup 
to the recommendations of the report of our Ad Hoc Committee for the Evaluation 
of the Functions and Operations of the National Bureau of Standards. The pur- 
pose of this study was limited to information and advice on methods of increasing 
the scientific productivity of the Bureau’s staff. 


MANAGEMENT SAVINGS 


Mr. Yares. Has this resulted in any savings in the Department of 
Commerce or any reduction in your request for appropriations? 

Mr. Moore. It has resulted in marked efficiency. 

Mr. Yates. Can it be translated in terms of dollar amounts? 

Mr. Moore. It is a little hard to translate in terms of dollar 
amounts. The administrative expenditures in the Bureau of Public 
Roads have been reduced $437,000. With the expanded request, we 
will have to have more administrative activities in the Bureau of 
Public Roads. 

Mr. Yates. You reduced it and now you will expand it? 

Mr. Moore. Yes. 

Mr. Yates. So for the reductions that have occurred you will have 
to expand it again? 

Mr. Moore. We will expand it along efficient lines, however. 

Mr. Yates. Oh, I am sure you will. This was true of the Bureau 
of Public Roads. Can you translate any of the other changes you 
have made in terms of dollar savings? : 

Mr. Moore. We made dollar savings in census. We used those 
dollars to get out more refined reports from census, which was badly 
needed. 

Mr. Yates. In what respect was this done? Did you just discharge 
people? 

Mr. Moorw. No, we transferred people. 

Mr. Yates. You transferred people? 

Mr. Moore. Yes, to other activities. 

Mr. Yates. I think that is all, Mr. Chairman. 

Mr. Preston. Mr. Shelley. 


SECURITY PROGRAM 
SENSITIVE POSITION EVALUATIONS 


Mr. SuHetuey. Mr. Moore, I would like to get a little more informa- 
tion on this security situation. You say you have 2 or 3 people 
making evaluations. What do they work on, on the reports of the 
people who have gone out in the field and dug up the records of these 
people? 

Mr. Moore. Yes. 

Mr. SHELLEY. Suppose they come across a report that is not, to 
use your expression, clean as a hound’s tooth. What do they do then? 

Mr. Moore. They make an appraisal and write a recommendation 
which is sent to the Secretary for action. 

Mr. SHEetiey. The recommendation is based purely on the inves- 
tigative reports before them? In other words, theirs is a paper- 
work job? 
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Mr. Moore. It is a paperwork job in that regard, yes. 

Mr. Suetiey. What is the next step? 

Mr. Moorg. A decision is made in the Office of the Secretary as 
to whether or not the report would conflict with the security of 
the Nation. 

Mr. Suetiey. And the decision is made in the Office of the Secre- 
tary by whom? By the Secretary? 

Mr. Moors. The Secretary signs that himself. 

Mr. Sueuuey. He signs it. There is a difference between someone 
making a decision and signing a decision that has been made. Who 
makes the decision? 

Mr. Moore. He makes it. The facts are presented to him. 

Mr. SHEetuEy. And he makes the decision? 

Mr. Moore. He makes the decision. 

Mr. SHetuey. The decision is based upon the recommendation 
made by the evaluators? 

Mr. Moore. Yes. 

Mr. SHELLEY. So at that point it is still a paperwork job, the review 
of the written recommendation that comes before him. What is the 
next step? 

Mr. Moore. The next step is, let us assume he feels the person 
should be released; the next step is to release the person and take him 
off the job. 

Mr. SHELLEY. How is that done? 

Mr. Moore. There is a law on that. I think it is Public Law 733, 
which outlines the procedure. 


PROCEDURE FOR REMOVALS 


Mr. SHetiteEy. What is the procedure? You are the security officer, 
you should know. 

Mr. Moore. You mean to take a man off? 

Mr. SHEetuey. Yes. 

Mr. Moore. There are two things that might be done. He might 
be taken out of a security position and placed in a nonsensitive position. 

Mr. Suetitey. How many cases have been handled that way since 
you have been in the Department? 

Mr. Moore. Since I have been there, none. 

Mr. Saetitey. Where you have found one where there was a ques- 
tion, the person involved was not transferred from a sensitive to a 
nonsensitive position, but was suspended? 

Mr. Moore. Frankly, we have only had a couple since I have been 
there. 

Mr. SHettey. What was the basis of the charges in those cases? 

Mr. Moorn. One was a morals case and the other one has not been 
completely evaluated yet. 

Mr. SHELLEY. If it has not been completely evaluated, how can it 
go any further? You said there were only two cases since you have 
been in the Department. We are talking about suspensions. If 
they have not been completely evaluated, how do you get to the sus- 
pension point? 

Mr. Moors. In the morals case there has been an appeal. The 
other case has not been fully evaluated. 

Mr. SHELLEY. Has the person been suspended? 
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Mr. Moors. No. 

Mr. SHetuey. He is still on the job? 

Mr. Moorer. Yes. 

Mr. SuHuiuey. And it is a sensitive job? 

Mr. Moors. That is right. 

Mr. SHELLEY. In what form is the employee acquainted with the 
charges on which the suspension is based, and at what time? 

Mr. Moore. Usually with a formal notice given him relieving him 
of his duties. 

Mr. SuHeviey. Is he told why? 

Mr. Moore. I am not familiar with that. I cannot answer that. 

Mr. SHeuuey. Is there anyone who can? 

Mr. Moorer. I can supply it for the record, of course. 

Mr. Yates. Is there anybody here who can answer that? This is 
an important point; i: it not? Who would be able to answer it? 

Mr. Witurams. The General Counsel would. He is not here. 

Mr. Moorg. Yes. They go through the General Counsel’s office. 

Mr. Preston. I think we can assume he is notified of the charges. 

Mr. SHEtiey. I am not assuming anything. 

Mr. Preston. I am. I am assuming he would be notified of the 
charges under the American system of justice. 

Mr. Yates. There is a case pending, the Peters case, in which the 
employee received no such notice; the case will determine the question 
of whether he is entitled to be notified of the charges. 

Mr. Preston. I do not think there is a judge in the land worthy 
of the name who would hold he was not entitled to know the charges. 

Mr. Suetury. I agree with you there. 

Mr. Preston. The General Counsel will be here at 2 o’clock and we 
can ask him. 

Mr. SuHeuey. Fine. He will be here? 

Mr. WiuuraMs. Yes. 

Mr. SuHeuuey. Fine. I will ask him. 

Mr. WiuuraMs. Pardon me, 2 o’clock or 1 o’clock? 

Mr. Preston. One o’clock. 

Mr. SHetutey. Mr. Moore, there were 11 suspensions on morals 
charges, 4 on subversion, and 70 on other causes. Can you give us 
some idea of the other causes? 

Mr. Moore. It could be drunkenness or a criminal background. 
There are quite a few things that come under Executive Order 10450 
that we have to check into. For example: 

Any misbehavior, activities, or associations which tend to show that the 
individual is not reliable or trustworthy. 

Any deliberate misrepresentations, falsifications, or omissions of material facts. 

Any criminal, infamous, Ccishonest, immoral, or notoriously disgraceful conduct, 
habitual use of intoxicants to excess, drug addiction, or sexual perversions. 


An adjudication of insanity, or treatment for serious mental or neurological 
disorder without satisfactory evidence of cure. 


PUBLICATIONS 


Mr. Suetiey. At the beginning of your statement you said one of 
the things you supervise is the publications program. What are 
some of the publications? 

I may appear to be a little green. If I do it is because I am, be- 
cause this is my first appearance with this committee. So I am trying 
to become educated. 
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Mr. Moore. Would you like a representative list of publications? 
Mr. SHELLEY. Yes. 

Mr. Moore. Let us bring that in. 

Mr. SHetiey. Thank you. I will appreciate it. 

(The information is as follows:) 


A REPRESENTATIVE List OF THE PERIODICAL PUBLICATIONS PUBLISHED BY THE 
UnitTep States DEPARTMENT OF COMMERCE 


OFFICE OF THE SECRETARY 


Business Service Check List. Weekly 

Quarterly Reports on Export Control by the Secretary of Commerce 

Annual Report of the Secretary of Commerce 

Annual Rubber Report by the Secretary of Commerce 

Supplement, United States Department of Commerce Publications—A Catalog 
and Index. Annual 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Government Research Reports. Monthly 

Technical Reports News Letter. Monthly 

Synopsis of Proposed Procurements and Contract Awards. Daily Monday 
through Friday 

Confectionery Sales and Distribution. Annual 

Salad Dressing, Mayonnaise, and Related Products. Annual 

Fruit Spread. Annual ~~ 

Construction Review Industry Report. Monthly 

Containers and Packaging Industry Report. Quarterly 

Pulp, Paper, and Board. Quarterly 

Copper Industry Report. Quarterly 

Rubber and Chemicals. Monthly 

Distribution Data Guide. Monthly 


OFFICE OF BUSINESS ECONOMICS 
Survey of Current Business. Monthly 


BUREAU OF THE CENSUS 


2 annual reports on cotton production and distribution 

4 series of cotton ginning reports. Issued on dates during ginning season specified 
by law 

3 series of monthly reports on retail trade, wholesale trade, and inventories of 
petroleum products 

1 series on canned food stocks. 4 or 5 reports during season 

6 series of monthly summary reports on foreign trade 

1 annual summary report on foreign trade 

6 series of monthly detailed reports on foreign trade 

1 series of monthly and 1 series of weekly reports on trade in gold and silver 

1 series of monthly aids to the use of foreign-trade statistics 

1 series of monthly reports on the labor force 

Catalog of United States Census Publications. Quarterly and cumulative annual 
issue 

Monthly Supplement, Catalog of United States Census Publications 

Statistical Abstract of the United States. Annual 

County and City Data Book. Supplement to Statistical Abstract 

County Business Patterns. Biennial 

Advance Report on Retail Trade. Monthly 

Annual Retail Trade Report 

Reconditioned Steel Barrels and Drums. Quarterly 

FT 985 Water-Borne Foreign Trade Statistics. Summary report. Monthly and 
annual 

International Newsletter. Quarterly. 
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CIVIL AERONAUTICS ADMINISTRATION 


Airman’s Guide. Every 2 weeks 

Flight Information Manual. Annual 
Alaska Airman’s Guide. Every 2 weeks 
Alaska Flight Information Manual. Annual 
International Notices to Airmen. Weekly 
CAA Statistical Handbook. Annual 


COAST AND GEODETIC SURVEY 


Seismological Bulletin. Quarterly 

Abstracts of Earthquake Reports for the Pacific Coast and Western Mountain 
Region. Quarterly 

Annual Report of the Director of the Coast and Geodetic Survey for fiscal years 

United States Earthquakes. Annual 

Tide Tables. Annual 

Supplements to United States Coast Pilot 

Magnetograms and Hourly Values. Annual 

Seismological Bulletin. Monthly 


BUREAU OF FOREIGN COMMERCE 


Foreign Commerce Weekly. Weekly 

Comprehensive Export Schedule. Annual, with supplementary Current Export 
Bulletins 

Foreign-Trade Zones Board—Annual Report to Congress 


MARITIME ADMINISTRATION AND FEDERAL MARITIME BOARD 


Annual Report of Federal Maritime Board and Maritime Administration 
Safety at Sea. Quarterly 
PATENT OFFICE 


Official Gazette of the United States Patent Office. Weekly 
Index of Patents. Annual 

Index of Trade-Marks. Annual 

Decisions of the Commissioner of Patents. Annual 


PUBLIC ROADS 
Public Roads. Every 2 months 

Annual! Report of the Bureau of Public Roads 
Highway Statistics. Annual 


NATIONAL BUREAU OF STANDARDS 


Journal of Research. Monthly 

Technical News Bulletin. Monthly 

Basic Radio Propagation Predictions. Monthly 

Report of National Conference on Weights and Measures. Annual 
Annual Report 
Hydraulic ea in the United States. Annual 


WEATHER BUREAU 
Daily Weather Map 
Monthly Weather Review 
Average Monthly Weather Résumé and Outlook 
Weekly Weather and Crop Bulletin—National Summary 
Climatological Data. Monthly 
Hourly Precipitation Data. Monthly and annually 
Local Clinatological Data. Monthly 
Cotton Weather Bulletin. Weekly, April through October 
Corn and Wheat Weather Bulletin. Weekly, April through September 
Water Supply Forecasts for the Western United States. Monthly, January 
through May 
Directory of Weather Broadcasts. Annual 


In addition to the foregoing the Department issues a number of series publi- 
cations in more-or-less common formats, with related subject-matters, and under 
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common titles. These range from short pamphlets such as Business Service 
bulletins to major reports such as National Bureau of Standards circulars and 
Decennial Census reports. Other publications are issued one-time only. These 
consist of special studies such as Income Distribution, Organized Industrial 
Districts, Government-Owned Inventions for Free Use, and Balance of Inter- 
national Payments. Some one-time publications are brought up to date and 
reissued from time to time. 

Mr. Suetiey. That is all, Mr. Chairman, thank you. 

Mr. Preston. Mr. Clevenger. 


CHECKING OF SECURITY RISKS 


Mr. Cievencer. Mr. Chairman, I think as we look at the figures 
on page 1 of the justifications, inasmuch as I think you were here and 
Mr. Rooney was on this committee at that time, in the 81st or 82d 
Congress we began to have some activity in checking security risks, 
and while these costs have gone up from $1,119,000 in the request for 
1950, to which there were additions that brought it up to $2,300,000, 
approximately, that was about the time we began to learn there had 
been no security checks in the Department of Commerce. It was 
back in the time Mr. Gladieux was there, and we were astounded to 
find there had been no security checks. He himself said he did not 
think there were any people of doubtful security in the Department, 
but I remember we took a dip with the net and came up with 102 cases 
the first time and some 69 resigned; 2 had to be discharged, and the 
remainder, some 28 or 29, with the examination then in existence, were 
cleared. The statement of the Secretary of Commerce before this 
committee was that these were some of the worst security risks of 
them all. 

It resulted in the power being given in an appropriation bill— 
I think it was in the 1951 appropriation bill—to the Secretary to 
separate anyone whom he himself regarded as a security risk. That 
was knocked out 3 years ago, but Mr. Sawyer was then the Secretary, 
and he informed me, because I was one who moved with Mr. Rooney 
to give him the power to rid the Department of people who were 
security risks, it was just a sort of brushoff, it seems, in those days, 
and the Secretary of State had been given the same power, to take 
dangerous people off, anybody he regarded as a security risk to the 
safety of the United States. 

The cost started going up in the budget and in 1953 it first passed 
over $2 million. They were given $1,877,000 in 1954, and $2,050,000 
in 1955. Of course there have been salary raises and in-grade promo- 
tions since that time, but it was largely because that was the really 
first move we had to have security checks in this Department, and 
that costs money. I do not know if you are asking too much now, 
but it is in line with the general increase in the cost of government. 

I do not think I have any questions. ‘This is just a story of how it 
grew because the conditions were pretty bad in this area 4 or 5 years 
ago and it alarmed some of us. 

Mr. Preston. You are quite right. You have accurately stated 
the facts. I recall some of them. 

Mr. Bow, any questions? 
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OFFICE OF SECURITY CONTROL 


Mr. Bow. Mr. Moore, your request includes a request for four 
additional positions in the Office of pa Control. Your statement 
shows there are 21,000 sensitive positions, with 5,000 remaining to 
be evaluated. With that work substantially done under the Execu- 
tive order you refer to, why do you need the four additional people? 

Mr. Moore. We want to get into physical security. 

Mr. Bow. What do you mean by physical security? 

Mr. Moore. Today in our building on a Saturday or Sunday 
ee can walk into that building and walk completely through the 

ullding. 

Mr. Bow. Do you mean by these four additional positions you 
want additional guards? 

Mr. Moore. We want to search out the places carrying so much 
sensitive information. 

Mr. Bow. If your work is substantially completed, 16,000 cases 
handled and only 5,000 remaining to be evaluated, why would it not 
be possible to use some of the people working on the 21,000 sensitive 
positions whose work is substantially completed instead of increasing 
your payroll? 

Mr. Moore. We believe these people we want to put on are highly 
necessary; they are trained people. Some of the people you are 
talking about are clerical people, and we want top people for this. 

Mr. Bow. The people who have been making your investigations 
in the field have not been clerical people; they are trained people? 

Mr. Moore. Some are, but we have had some clerical people. 
We want to go into physical security from this point on, which we 
feel is very important. 

Mr. Bow. Is it not true after you have finished the 21,000, 16,000 
of which are completed now, you have some people who have been 
doing the field work in the security checks who could do the security 
work in the Department? 

Mr. Moore. We have also called on the Federal Bureau of Investi- 
gation and the civil service to help us with our investigative work. 
Mr. Bow. You feel these four people are absolutely necessary? 

Mr. Moore. I do. 

Mr. Bow. And that you cannot transfer anyone to those positions? 

Mr. Moors. No. It is a small number in relation to the number 
in the Department. 

Mr. Bow. I realize it is small, but everyone added is so much more. 
It looks like the job you have done—which seems pretty good—some 
of these people could be used ‘in another capacity. 

Mr. Moore. I think for the work they have done they are to be 
congratulated. 

OFFICE OF PERSONNEL MANAGEMENT 


Mr. Bow. You ask for two more people in the Office of Personnel 
Management, a career-management officer and a staff-placement 
officer. You say that— 

The incumbents of these positions will be responsible for providing leadership and F 
direction in the operation of intensified programs in their respective fields. ; 


Who are those people and why do we need them? 
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Mr. Moors. My predecessor, Mr. Worthy, started a splendid pro- 
gram They worked out a complete inventory of the top people— 
and by top I mean from grade 11 up—in the entire Department to 
select those people who are potentials to do bigger jobs. That pro- 
gram, I believe, is one of the most important programs the Depart- 
ment has ever embarked upon, because without such additional 
people we cannot be successful. These will pick up at this point the 
work that has been done by part-time people and concentrate on this 
program. 

Mr. Bow. Where will they be located? 

Mr. Moore. In the Department; in our headquarters staff. 

Mr. Bow. How will they get the names of the people? 

Mr. Moors. The people are all named. We have them all out 
where we can see them. 

Mr. Bow. I do not like to belabor the point, but just what will 
they do? 

Mr. Moore. We hope we can get the finest placement in Govern- 
ment; that we will be able to get the people best suited for the jobs 
as they come along. We have in our Department an age deobinas’ 
too, and will be faced with retirement, and this program will be a 
vital asset. 

Mr. Bow. The names picked are in your office? 

Mr. Moore. In the Personnel Office, and these people are being 
watched. They are being moved to different positions. You have 
to keep a complete record on these people and watch their development. 

Mr. Bow. You feel you are not in a position to do that in your 
office with your present staff? 


Mr. Moore. No. We need people to do that. 


OFFICE OF BUDGET AND MANAGEMENT 


Mr. Bow. You state that in the Office of Budget and Management 
you require two additional people. I understood we put in new pro- 
cedures and accounting systems to save money. Here we have the 
new systems and procedures and have to get two additional people 
to take care of the progress we have made. It looks as if we had 
better go back to the horse and buggy days. 

Mr. Moone. No, please. It will take 11 people out at Standards. 

Mr. Bow. DoI understand we are taking 11 people out and adding 2? 

Mr. Moore. We are adding two in staff work. This evaluation 
work results in things like that. 

. Bow. Results in reducing 11 people? 

. Moorse. Yes. 

. Bow. Where will we find that reduction? 

. Moors. We do not because in Standards we need more people. 
. Bow. I am confused. 

. Moors. You asked me two different questions. 

. Bow. I thought I asked one. 

Mr. Moors. Excuse me for arguing. You asked about a reduction 
in appropriation. We are asking for an increase in our appropriation 
for Standards. 

Mr. Bow. Well, then, actually we have not reduced by these new 
systems of accounting and the efficiency that has been put into the 
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Department, our manpower or the people we have on the payroll. 
That is being increased. Is that correct? 
Mr. Moors. Total payroll, correct. 


DEPARTMENTAL LIBRARY PROGRAM 


Mr. Bow. You are requesting two additional positions for the 
urpose of providing a strong departmental library program. What 
as the program been in the past? 

Mr. Moore. We have had no program in the past. 

Mr. Bow. You do have a library? 

Mr. Moore. We have nine libraries. 

Mr. Bow. Will this consolidate the nine? 

Mr. Moore. No, it would not be possible to consolidate the nine, 
but we will not duplicate the activities. We plan to have 1 depart- 
mental library and 8 branches. In the past there was no head to our 
libraries. Each bureau has run its library as it saw fit. No one has 
understood libraries. Libraries, as I understand it, is a field of its 
own. We were fortunate in being able to get three outstanding 
people in the Government to make a survey, and without cost we got 
the Chief Librarian of the District of Columbia to sit in on this. We 
spend $745,000 on our libraries. We are sure we can make savings 
or we can bring many of our libraries up to date. For instance, in our 
law library we have not had the money to buy the new books we need 
there. We think from the savings in management we can have far 
more efficient and better used libraries. 

Mr. Bow. How many people do you have in your library service 
now? 

Mr. Moore. Total? 

Mr. Bow. Yes. 

Mr. Moore. I do not think I have that figure, Mr. Bow. 

Mr. Bow. I would like to have that provided for the record. 

Mr. Moore. Very well. 

(The information is as follows:) 

The number of library employees in the Department of Commerce as of March 
31, 1955, was 125. : 

Mr. Bow. After you strengthen the personnel we will have some- 
body with an idea of building a big library in the Department of 
Commerce. In the Library of Congress we have had that same 
situation. 

Mr. Moore. We have no such intention. 

Mr. Bow. That is all I have. 

Mr. Preston. Mr. Horan. 

Mr. Horan. No questions. 

Mr. Preston. Mr. Thomas, I understand you have a question. 

Mr. Tuomas. I would like to direct a question or two to Mr. 
Williams. 

GENERAL BUSINESS OUTLOOK 


What is your best judgment on the general business outlook for the 
immediate future, for the rest of this year, and look in your glass and 
see what it looks like for the next calendar year. 

Mr. Witurams. Most of your barometers at the present time are 
pointing favorably. I think perhaps the best statement to offer 
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would be that the picture does not indicate a boom. It indicates 
steadily rising conditions. 

You put the question as to what the picture looked like for the 
balance of this year and then for next year. I think it is difficult to 
read a crystal ball for a few months, much less for a year and three- 
quarters, but I think measured in terms of the next 6 months, there is 
every reason to believe that conditions will hold in the generally 
favorable position they are at the present time. 

I think one of the particularly encouraging barometers that we have 
to look at today is in the field of new plant and equipment investment. 
That barometer was going down over a period of the last year and a 
half, perhaps even a little longer than that. Now that has turned up 
again and estimates which had been made earlier have had to be 
revised on an upward basis. 

Mr. Tuomas. There was a recent report, Mr. Secretary, to the 
effect that this year we would exceed all records in national output 
and national income. 

Mr. WituraMs. That seems to be a reasonable prediction from the 
picture as we view it now. 

Mr. Tuomas. Can you project that into 1956? 

Mr. Wruuiams. Of course, whenever you get into that, the further 
you try to predict into the future, the more you are being called upon 
to be a crystal-ball gazer with respect to events which are totally and 
utterly unpredictable. We do not have any way of knowing what 
those events are going to be in the Orient, for instance, that might 
possibly change the picture, the economic picture as we see it now. 
We have no way of knowing what the Soviet policy is going to be 
with respect to Germany, in that area of the world, and all of those 
things have a very profound bearing upon what your long-range pre- 
dictions are going to be. 

Of course, in simple terms, we are all striving and hoping to main- 
tain a position of confidence. We do not want overconfidence and 
we do not want underconfidence. 

Now, in trying to tie that maxim to your question again thinking in 
terms of 1956, if you can tell me how many of these unpredictable 
factors there will be, not only quantitatively, but qualitatively, and 
what the effect would be on confidence, then it would be much easier 
to hazard an opinion. 

Mr. Tuomas. Well, the statement was supposed to have come from 
one of the divisions in the Judiciary or the Department of Justice 
rather recently that there are perhaps more business failures than we 
have had in a ‘long time, and that next year would be an all-time high 
in failures. How does that jibe with the statement that the economy 
will be at its highest this year, higher than it has ever been; how can 
you look at 1956 as being very rosy; how do you reconcile those 
statements? 

Mr. Witttams. I did not see the statement from the Justice 
Department which you quoted. Actually the number of failures are 
not so high, the total number. 

Furthermore, you might conceivably have a larger number of 
failures, if the numbers are not too great and still have prosperous 
times for the simple reason, of course, in prosperous times we would 
see many more new businesses being created. 

Mr. THomas. What are the activities now of the RFC? 
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Mr. WiuuraMs. I think the RFC has ceased its activities. 

Mr. Tuomas. Yes. Are they in your shop now? 

Mr. Wiuuiams. They never were in our shop; the RFC was an 
independent agency; its activities have been in process of liquidation. 

Mr. Tuomas. You were, supposed to try to keep a hand on them, 
were you not? 

Mr. Wixt1ams. Possibly. that was true before the present adminis- | 
tration got on the job. We have had nothing to do with the RFC 
in the 2 years we have been here. 


ACTIVITIES RELATING TO SMALL BUSINESS 


Mr. THomas. What about small business? .Are you folks still 
trying to take small business over? 

Mr. Wiurams. Mr. Thomas, I think I am going to have to ask 
ou to reframe your question, because I do not think we have ever 
ad any idea of taking small business over, except in this respect. 

I think your question is—— 

Mr. Tuomas (interposing). Now, do not answer the question if 
you want me to reframe it. 

Mr. Witurams. Well, I will try to answer your question. 

Mr. Tuomas. Well, answer it any way you want to but do not 
except me out of it. 

Mr. Wiuuras. I think, if you will permit me to say this, I think 
some times when you refer to the Small Business Administration, 
there seems to be the implication that the Department of Commerce 
must be big business but that is not so. I do not know that anybody 
has ever made an analysis of what percentage of the activities of the 
Department of Commerce have been, or have to do, with the size of 
the business, but certainly it is clear that the great bulk of the activity 
of the Department of Commerce has to do with small business. 
Now, it is true that the Small Business Administration has to do with 
certain particular phases of small business enterprises, notably loan 
activities, and I think perhaps it is perfectly appropriate for them to 
be serviced through the Small Business Administration or by some 
other agency such as Treasury, Federal Reserve or some other, but 
we, as a Department of Commerce, certainly are interested in all classes 
of business, including small business, without, in any sense, trying to 
take over, as I believe the word you ‘used, the Small Business Admin- 
istration. 

Mr. Tuomas. You know up until about a year ago the administra- | 
tive cost of the Small Business Administration exceeded the amount | 
of loans made, and it was generally whispered around the Capitol | 
that the Department of Commerce was trying to hold down small | 
business activities, in one way, shape, or another, particularly in the 
form of laying down the pattern on which they ‘could make a loan. 
Is there any truth in that? : 

Mr. Wixturams. That isnotso. The Small Business Administration | 
runs its own affairs. 

Mr. Tuomas. I understand that, but this is the Pees of | 
Commerce. Were you directly or indirectly trying to get Small | 
Business brought into the framework of the Commerce Department? | 
It was set up as an independent agency. 4 
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Mr. Wiuurams. | know of no effort directly and specifically, 
answering your question, to try to, as you say, to bring Small Business 
Administration into Commerce. We have expressed our view and 
I am expressing my personal view right now, that I think it is rather 
unfortunate that we have two business organizations, because the 
facts of the matter are that the Department of Commerce, as I 
indicated a little while ago, is not for big business, as would seem to 
be the case if you have a small business organization set up, and 
there might be very compelling arguments for having the functions 
of these two organizations in one, 

Mr. Tuomas. Did it ever occur to you that Congress set up the 
Small Business Administration with its eyes wide open, gave it that 
title of Small Business, not by guesswork but by design, and it was 
set up as an independent agency with the intention that it remain 
independent and not be under any particular Cabinet department? 

Mr. WituraMs. I do not know just what the circumstances were 
at the time 1t was ereated; I know that—lI know it to be a separate 
organization and with the point that you have in mind 

Mr. YarTss (interposing). Will the gentleman yield? 

Mr. Tuomas. Yes. 

Mr. Yarss. As a matter of fact, is it not true that the Small Busi- 
ness Administration’s policy board is administered by the Secretary 
of Commerce, by the Secretary of the Treasury, and by the Small 
Business Administration? 

M1. Witurams. In an advisory capacity. 

Mr. Yates. Yes; but they established the policy, during the first 
vear, which prevented Small Business Administration from making 
any loans. Do you remember that, Mr. Thomas? 

r. THomas. Yes; that is when the administrative costs exceeded 
the amount of the loans. 


ORGANIZATION OF THE OFFICE OF THE SECRETARY 


Mr. Williams, may I make one suggestion which I think will be 
helpful to the committee and to you. . There is no substitute for a 
picture or a chart. This chart you have here for the Secretary’s 
office is rather incomplete. I wonder if you would be good enough 
in the future to set out—in the first place, this chart reflects your 
activities? 

Mr. WriuuiaMs. Well, yes, in broad outline. 

Mr. Tuomas. Well, where is the detail? Why not give us a chart 
that accurately reflects your activities by division or subdivision, 
with the personnel in each activity, setting out the number and grade, 
say, from 12 up, and follow that by 1 or 2 pages showing exactly 
what they are doing? 

Mr. WiiuraMs. We can do that and will be glad to do so. 

Mr. Tuomas. Well, take the Under Secretary for Transportation: 
‘ asic many jobs does he have and what activities are they engaged 
in 

Mr. Nretson. I think we have that with us, Mr. Thomas. 

Mr. THomas. How does that help us? 

Mr. Niexson. I have it here but I can give it to you. 

a Tuomas. It is not doing us any good if you just have it over 
there. 
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Mr. Nretson. No. I can provide the committee with an organi- 
zation chart which is a functional chart showing a description of each 
of the offices and what they are responsible for. 

We could also provide the committee with the details on the num- 
ber of jobs. 

Mr. Tuomas. This chart will not show that? 

Mr. Nrexson. I will be able to provide that. 

(The chart referred to was supplied the committee.) 


OFFICE OF THE UNDER SECRETARY FOR TRANSPORTATION 


Mr. Tuomas. Well, take for example, the Under Secretary for 
Transportation: How many employees does he have, and what 
functions does he have? The chart here absolutely means nothing | 
the way you have it set out. 

Mr. Nrexison. In the Under Secretary’s Office for Transportation, 
as you know, we have the Under Secretary and an administrative 
assistant at grade 11. 

Mr. Tuomas. No; we do not know that; it is not in the justifica- | 
tions. That is what I am referring to. 

Mr. Nreusen. Mr. Thomas, those particular grades are set out in 
the green sheets. 

Mr. Tuomas. Yes; they are in the file and you have to try to | 
search through the pages to get them out. 

Mr. Nietsen. I will be very happy to provide for you an organiza- 
tional chart such as you have requested. 

Mr. Tuomas. Since we have singled out that one, go ahead and 
give us the breakdown of the details so we will know something 
about it, because there is nothing in the justifications to indicate 
one single thing about it. 

Mr. Nieuson. In connection with the Under Secretary for Trans- 
portation, we have requested for 1956 five positions. This is the 
mmediate office of the Under Secretary, which would provide for the 
Under Secretary, a Deputy Under Secretary, an administrative 
assistant, and two secretaries. 

In addition to that, under the Under Secretary for Transportation 
is the transportation staff composed of 12 people. 

Mr. THomas. Yes. None of these funds under your various 
transportation fields are appropriated to the Secretary. They are 
appropriated to the component units. 

Mr. Nretson. Mr. Thomas, if you will turn to—— 

Mr. THomas (continuing). Maritime, Aeronautics, and Roads. 

Mr. Nretson. That is correct. 

Mr. Tuomas. With respect to each one of those appropriations, | 
they are not appropriated to the Secretary of Commerce but they are 
appropriated to the specific individual unit. Does the Secretary [| 
control those funds? 

Mr. Nietson. The appropriations which are made to the Maritime 
Administration, or to any other transportation agency within the | 
Department, are subject to the apportionment system which has 
been set up for the control of funds. The heads of each bureau and | 
office had to submit their formal request by quarters. 

Mr. THomas (interposing). Well, what authority does the Secretary | 
have? 
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Mr. Nretson (continuing). And that has to be approved by the 
Bureau of the Budget in accordance with the Budget and Accounting 
Act. 

Mr. Tuomas. What authority does the Secretary have to apportion 
those funds or to have any say-so over those appropriated funds? 

Mr. Nretson. That is a requirement of the Budget and Accounting 
Act, as I recall it, Mr. Thomas. , 

Mr. Tuomas. That goes back to the old Budget and Accounting 
Act on apportionment, but that does not give the Secretary of Com- 
merce any control over those funds. 

Mr. Nrietson. As such, the Secretary, through the apportionment 
system, exercises control over those Bureau funds. 

Mr. Tuomas. Does he have the authority, under your system of 
operation, to divert any of those funds? 

Mr. Nietson. On the question of diversion, Mr. Thomas, no; 
except in the defense production activity, we do have a provision which 
allows for transfer within the Department for certain defense related 
activities. That authority was obtained from the Congress for the 
defense program. 

Mr. Tuomas. I notice you go to great length in setting out 4 or 5 
different pieces of legislation, but there is no direct authority in any 
one act, and it looks to me as though you are sort of straining yourself 
to get a little authority in setting out 5 different statutes—the Defense 
Act of 1950 and 3 or 4 more. 


OFFICE OF GENERAL COUNSEL 


What about the General Counsel Office? I note he has 32 employees 
under his control. 

Mr. Nretson. That is directly under the Secretary. 

Mr. TxHomas. You have 32 employees in the Secretary’s Office. 
Now, each one of the component agencies, I assume, has a legal staff? 

Mr. Nretson. Not each unit. The Maritime Administration has a 
General Counsel’s office. 

Mr. Tuomas. Yes; they are lawyer ridden; they have over a 
hundred. 

Mr. Nretson. The Civil Aeronautics Administration has some; the 
Census Bureau, within the Department, does not have a legal staff, as 
Irecall. The Bureau of Standards does not have a legal organization; 
we have an attorney assigned to the Bureau of Standards. 

Mr. Tuomas. What about the Bureau of Public Roads? 

Mr. Nretson. The Bureau of Public Roads has a Counsel’s office. 

a: Tuomas. How many lawyers do you have in the entire Depart- 
ment! 

Mr. Nretson. Mr. Thomas, I would have to supply that informa- 
tion for the record. 

Mr. Tuomas. Give us your best guess now. 

Mr. Nietson. My guess at the moment would be close to 150. 

(The following was submitted later:) 

The number of attorneys in the Department of Commerce as of March 31, 
1955 was 99. 

Mr. Tuomas. The Maritime Administration has almost that many, 
does it not? 
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Mr. Niextson. No. I think it depends, Mr. Thomas, on whether 
you would be talking about attorneys, or law clerks. I think there 
is a distinction 

Mr. THomas. Well, we all know that in many of the legal staffs, 
about half of them are secretaries and stenographers, I presume. 

Mr. Nrexson. I am talking now about professional people who 
would be attorneys themselves. 

Mr. Tuomas. What does the Office of the General Counsel in the 
Under Secretary’s Office do; does he coordinate the legal activities? 

Mr. Niexson. The Office of the General Counsel is the legal adviser 
to the Secretary and to the other secretarial officers of the Department, 
together with the staff offices. 

Mr. Tuomas. What authority does he have within the Bureau of 
Public Roads or the Maritime Administration or the CAB or the 
CAA? They are all set up as independent agencies? 

Mr. Nretson. I said, Mr. Thomas, in connection with the recent 
reorganization plan that all authorities were vested in the Secretary 
of Commerce and the Secretary has delegated certain authorities 
back to the bureaus. 

Mr. Tuomas. That Executive order does not give the Secretary 
of Commerce any right to change in substance. He can coordinate. 
Do you have a copy of the reorganization order? 

Mr. Niexson. I do not have it with me. 

Mr. Tuomas. The Executive order? 

Mr. Nretson. I do not have the copy of the reorganization plan. 
I tt ‘nk we can have it for you this afternoon. 

Mr. Tuomas. No other questions, Mr. Chairman. 

Mr. Preston. Any further questions, Mr. Rooney? 


Mr. Roonry. Yes; I would like to make sure that I understand 
these figures, Mr. Chairman. 


APPROPRIATIONS FOR THE OFFICE OF THE SECRETARY 


Is it correct that the Secretary of Commerce, Mr. Weeks, fixed the 
sum of $2.3 million for running the Office of the Secretary? 

Mr. Moore. Yes; that is correct. 

Mr. Rooney. Is this the highest amount in the history of the 
United States of America for the running of that office? 

Mr. Moors. I have not gone back to check. We can get that 
for you. 

Mr. Roonry. Well, is it? 

Mr. Moore. Yes. 

Mr. Rooney. I understood that you were trying to balance the 
budget and that you were going to have economy in Government 
and that you were going to save money for the taxpayers. Now, 
would you advise me how it is, with that aim in mind, that your 
appropriations have been increased 58 percent since the year 1950 
merely for the running of the Office of Secretary Weeks? 

First, is that statement correct; is it 58 percent over 1950? 

Mr. Moore. I will have to figure it. 

Mr. Rooney. Well, I wonder if you would please add $1,299,000, 
which was the regular appropriation for 1950, and a deficiency in the 
amount of $24,000, which would give you the sum of $1,323,000 as 
compared with the instant request of $2.3 million. According to my 
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figures this would be 58 percent over 1950-51 fiscal year, for running 
the Office of the Secretary of Commerce. 

Mr. Moore. That is about right. 

Mr. Niextson. Mr. Rooney, I would like to add here that in 1950, 
we had the National Production Authority within the Department 
of Commerce. With the transfer or liquidation of the National 
Production Authority, there were created the Business and Defense 
Services Administration and the Bureau of Foreign Commerce, and 
the administrative activities of the National Production Authority 
were eliminated. Rather than establish a new administrative struc- 
ture within the Business and Defense Services Administration, we took 
that activity within the Office of the Secretary at quite a substantial 
reduction in total administrative activities. 

Mr. Roonry. What is the number of present employees over whom 
the Secretary has jurisdiction? 

Mr. Nretson. The total number of employees in the Office of the 
Secretary? 

Mr. Roonry. Not in the Office of the Secretary; in the Depart- 
ment? 

Mr. Nretson. On the basis of the permanent staff, it is roughly 
36,000. 

Mr. Roonry. And what was the total number of employees in the 
fiscal year 1950? 

Mr. Nretson. Somewhere in the neighborhood of 42,000 or 43,000. 

Mr. Roonry. Then we had an office administering more employees 
back in 1950-51 fiscal year for $1.3 million as compared with the pres- 
ent office of Secretary Weeks, about 36,000 employees with an appro- 
priation of $2.3 million. Would that be a fair statement? 

Mr. Nretson. Mr. Rooney, I think we have a little different situa- 
tion as it relates to the Office of the Secretary. Under the figures that 
you originally quoted the organization units had their own admini- 
trative setup and it was not within the Office of the Secretary back in 
1950. 

Mr. Rooney. Will you just stay with the figures I have quoted to 
you: $1.3 million for directing forty-two-thousand-odd employees in 
the fiscal year 1950 and 36,000 employees for 1956, with $2.3 million. 
Are these figures that [I am citing to you correct? 

Mr. Nretson. I do not think the figures you are citing are exactly 
correct. 

Mr. Rooney. That is all I have, Mr. Chairman. 


NUMBER OF PERSONNEL 


Mr. Preston. What is the present employment figure in the Sec. 
retary’s Office. 

Mr. Nretson. Mr. Chairman, the full-time employment in the 
Office of the Secretary as of March 31, is 303. 

Mr. Tuomas. How many vacancies, how many unfilled jobs? 303 
against a total appropriation for 339. 36 vacancies? 

Mr. NIELSON. We cannot consider them, Mr. Thomas, as 36 va- 
cancies, as such, because the funds that are currently available would 
not support the full complement. 

Mr. Yates. I-did not understand that last statement. 

Mr. Nrextson. The funds that are currently available would not 
support the full complement of positions. 
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Mr. Tuomas. You have an average number of 339 appropriated 
for, and you only have 303, so anyway you look at it, you are short 36 
employees. The average number is 303 and the total appropriation 
is for 339. 

Mr. Nretson. I should add to that, Mr. Thomas, that we have 
consultants, W. A. E. and W. O. C. for a total of 20. 


STATUS OF OBLIGATIONS 


Mr. Preston. What was the actual obligation of funds as of June 
30, 1954? 

Mr. Nretson. Mr. Chairman, if you want it for June 30, 1954, I 
will have to supply it. I have it for December. 

Mr. Preston. I was going to ask you for that. 

Mr. Nretson. I will have to supply that for the record. 

Mr. Preston. Very well, if you will do that. 

(The information requested follows:) 

Actual obligations under the appropriation “Salaries and expenses, Office of the 
Secretary,” as of June 30, 1954, including reimbursable obligations and the com- 
parative transfer, were $2,243,565. 

Mr. Preston. Will you give us the latest figure showing your 
current obligations? 

Mr. Nretson. I can give you the December 31 statement for the 
Office of the Secretary; that is, the obligations through December 31, 
which was $1,120,961. 

Mr. Preston. In other words, you have obligated more than 
50 percent of your appropriation? 

Mr. Nreuson. That, Mr. Chairman, I think was the case during 
the first 6 months. 

Mr. Preston. So you are going to have to keep some of the positions 
unfilled for the rest of this year? 

Mr. Nretson. Yes. 


INCREASES IN ESTIMATES, 1956, OVER APPROPRIATIONS, 1955 


Mr. Rooney. Mr. Williams, I would like to be sure I understand 
you with regard to these figures at page Roman II of the justifications, 
the orange sheets; it appears that every one of the subdivisions of the 
Department of Commerce calls for an increase in the coming year over 
the current year’s appropriation except with regard to two items, 
to wit, the Bureau of the Census and the Bureau of Foreign Commerce. 
Is that correct? 

Mr. Wiuu1aMs. I guess the figures speak for themselves. I have 
not checked them. 

Mr. Rooney. You see this chart is not in the record, at least it is 
not at the moment. I want to make sure that we get it in some form 
so we can have correct understanding of these figures. 

Mr. WiuuiaMs. I think they are correct. 


Mr. Rooney. First, with regard to the two items where there is af 


decrease, the decrease in the amount of $12,009,778 in the Bureau of 
the Census is directly the result of the fact that you have already 
received the money for the census of agriculture and the census o/ 
business, manufactures and mineral industry; is that correct? 
Mr. WiuuramMs. That is correct. 
Mr. Rooney. Or substantially correct? 
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Mr. WiuuiaMs. That is correct. 

Mr. Rooney. And the only other item where there is a decrease is 
$249,700 for the Bureau of Foreign Commerce. Is that correct? 

Mr. Wiuuiams. That is correct. 

Mr. Rooney. So that, while you have these two decreases, you 
have an increase in the amount of $128,000 in the Office of the Secre- 
tary, $38 million in the program of Civil Aeronautics Administration, 
plus $14.5 million for liquidation of contract authorization in the 
Civil Aeronautics Administration; is that correct? 

Mr. WituiaMs. That is correct. 

Mr. Rooney. You have an increase of $200,000 in the Coast and 
Geodetic Survey, of $802,000 in Business and Defense Services 
Administration, of $100,000 in the Office of Business Economics and 
an increase of $220,643,085 in the Maritime Administration program, 
and $6 million also in that program for liquidation of contract au- 
thorizations; is that correct? 

Mr. Wiuuiams. Yes. 

Mr. Rooney. And a request in the amount of a half million dollars 
for an increase in the Patent Office and $5,750,000 in the program 
the Bureau of Public Roads, and $707 million for liquidation of con- 
tract authorization in connection with the Bureau of Public Roads 
and $1,760,000 in the National Bureau of Standards and $7,870,000 
in the Weather Bureau; is that correct? 

Mr. WiuuiaMs. Yes. 

Mr. Rooney. Do you think we are going to be able to balance the 
budget if we keep doing business in this manner, and if so, when? 

Mr. Wiuuiams. I think that, as the Secretary said yesterday, as he 
gave something of a sketch for each one of these offices and bureaus 
and the details of which will be gone into by the committee 

Mr. Rooney. It was a very brief sketch, Mr. Williams, and a very 
unsatisfactory sketch, but we have a little more time this morning in 
the Secretary’s absence on his way to Europe, and it might be well if 
you would tell us how we are going to get to a balanced budget with 
this kind of hocus-pocus. 

Mr. Witut1aMs. Well, I think that a part of the answer would be— 
and may I say certainly I do not believe in hocus-pocus; I think 

Mr. Rooney. Strike out the word “hocus-pocus” and let us 
call it financial abracadabra. 

Mr. Wiis. Well, at any rate, the only way you can get at an 
answer to that question is by careful analysis of each item. Now, as 
you have just pointed out, the Bureau of the Census is down, namely, 
by $12 million. As was pointed out in the Secretary’s outline yes- 
terday, we will be more nearly current with respect to maritime 
subsidy payments. Gradually each of these items will tend to clarify 
itself so that we do not expect each year, as the census item, for 
example, that come along, but as they clear up 

Mr. Rooney. They usually come along pretty steadily, have been 
coming steadily since 1953. 

Mr. WiuuiaMs. All right, to pin the remark down to that comment, 
in the matter of maritime activities, it has been necessary to clean up 
an awful lot of back log of subsidies, which once cleaned up, will tend 
to leave us in a more favorable position in terms of current appro- 
priations. 

Mr. Roonry. How do you jibe this with the statement to the 
American public that you were going to balance the budget? 

61922—55——-5 
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Mr. Wriuiams. I think you have to take that statement, Mr, 
eee and recognize the fact that we are working toward a balanced 
budge 

- aaa: Yes, but a lot of people did not take that statement 
with a grain of salt. 

Mr. Witurams. There was no statement made 

Mr. Rooney. I did. 

Mr. WriiuraMs. Pardon me. 

Mr. Rooney. A lot of people did not take that statement with a 
grain of salt. I said I did. 

Mr. Wiiu1ams. I believe the budget will be balanced. 

Mr. Roonry. When? 

Mr. WituraMs. Well, that was the point that I was leading up to. 
I think that at no time did Mr. Eisenhower, either in his campaign or 
afterward 

Mr. Roonry. When was the last time the budget was balanced? 

Mr. WiuuiaMs. Set a time when the budget would be balanced; 
we are working toward that end. 

Mr. Rooney. Excuse me, Mr. Williams. When was the last time 
the budget was balanced, Mr. Nielson? 

Mr. Nretson. I do not have the exact date here; I will see if we 
can supply it. 

Mr. Roonry. I wish you would and would you please insert who 
was head of the executive department when the budget was balanced? 

All right, Mr. Williams, I do not want to take too much time. 

(The information requested follows:) 

The Federal budget submitted in January 1948 for fiscal year 1949 reflected 
estimated budget receipts of $44,477 million and estimated expenditures of 


$39,669 million. The Chief of the executive branch at this time was Harry 8. 
Truman. 








COMPARATIVE BUDGETS OF THE OFFICE OF THE SECRETARY 


Mr. Bow. Mr. Nielson, some discussion has been had relative to the 
present budget of the Office of the Secretary in comparison with that 
of 1950. Will you please, for the benefit of the committee, tell us the 
relationship between the functions and duties and responsibilities 
of the Secretary’s Office today as compared to what they were in 1950? 

Mr. Nretson. Mr. Bow, in 1950 the Office of the Secretary, outside 
of the immediate office, which was composed of the Secretary, Under 
Secretary, and Assistant Secretaries, had staff offices of Personnel, 
Budget and Management, Security Control, Publications, Public 
Information, and General Counsel. Those particular offices provide 
staff services to the Secretary and to his immediate assistants. 

During that particular period, as I recall about 1951, with the 
establishment of the National Production Authority within the 
Department of Commerce, they set up their own administrative 
organization within NPA. At the time the National Production 
Authority was liquidated, the Secretary created a new organization 
unit called the Business and Defense Services Administration, to 
which certain activities were transferred. 

As this committee recalls, we have had transfers made to the 
Office of the Secretary from defense related functions. These functions 
were primarily in the field of administration, so the staff offices within 
the Office of the Secretary then began to provide administrative 
activities for the Business and Defense Services Administration, who 
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do not have their own administrative structure; and for the Bureau 
of Foreign Commerce, who do not have their own administrative 
structure. 

At the same time, instead of having a large organization within the 
Business and Defense Services Administration to provide legal 
services, the General Counsel’s Office of the Office of the Secretary has 
been providing legal services for BDSA. At that time there was a 
transfer of people, together with funds, into the Office of the Secretary. 

So in terms of actual increases within the Office of the Secretary 
itself, it has been as a result of transfers in the estimates from one 
appropriation to another, and has been offset in terms of reductions 
elsewhere within the Department. 


Mr. Bow. Could you tell us what those reductions have amounted 
to, Mr. Neilson? 

Mr. Netison. Mr. Bow, I would have to supply that for the record. 

Mr. Bow. Will you supply for the record the reductions caused 
by the transfers into the Secretary’s Office? 

Mr. Nretson. I will be glad to ‘do so. 

(The information is as follows:) 


REDUCTIONS EFFECTED IN OTHER APPROPRIATIONS OF THE DEPARTMENT AS THE 
RESULT OF TRANSFERS TO THE OFFICE OF THE SECRETARY 


The following statement reflects the functions transferred or added to the 
Office of the Secretary and reductions effected in other appropriations of the 
Department as the result of such transfers. The figures shown represent amounts 
which were included in Office of the Secretary budget estimates submitted for the 
fiscal years indicated, as the estimated cost of these functions. These increases 
in the budget estimates for the Office of the Secretary were offset by corresponding 
decreases in budget estimates submitted for the appropriations involved. 


Fiscal year and appropriation 


’ Amount 
Fiscal year 1952: ‘Salaries and expenses, Bureau of Foreign and Domes- 


tic Commerce”’ $72, 595 
Transfer in the estimates of the Assistant Secretary for Inter- 
national Affairs. 
Fiscal year 1953: 
“Salaries and expenses, Civil Areonautics Administration”’ 50, 000 
“Salaries and expenses, Maritime Activities’’___ 100, 000 
‘“‘Federal-aid-highways, Bureau of Public Roads’’ _.. 50, 000 
Transfers to cover the cost of increased administrative and 
program responsibilities imposed upon the Department in con- 
nection with coordination and development of Federal transporta- 
tion policies. 
‘Salaries and expenses, Bureau of Foreign and Domestic Com- 
129, 825 
Transfer in the estimates of the Office of the Negro Adviser, the 
Business Advisory Council staff, and consolidation of the publica- 
tions staff of the Bureau of Foreign and Domestic Commerce with 
the publications staff of the Office of the Secretary. 
Fiscal year 1954: ‘‘Salaries and expenses, Bureau of Foreign and Domes- 
tic Commerce” 5 
Transfer in the estimates of transportation and legal activities 
performed in the Bureau of Foreign and Domestic Commerce and 
consolidation with similar activities in the Office of the Secretary. 
Fiscal year 1955: ‘‘Salaries and expenses, defense production activities, 
Commerce”’ 
Transfer in the estimates to cover the cost of increased admin- 
istrative and program responsibilities in connection with the 
establishment of the Business and Defense Services Administra- 
tion and expansion of the Department’s business services activities. 
Fiscal year 1956: ‘‘Salaries and expenses, Business and Defense Services 
Administration 150, 000 
Transfer in the estimates of the Office of Strategic Information 
and the Defense Air Transportation Administration. 
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Mr. Bow. The gentleman from New York also made inquiry from 
you this morning as to the last balanced budget we had, which, as I 
recall, was the 80th Congress. He asked you to supply the name of 
the a in charge of the executive department of the Government 
at that time, which I presume would be Mr. Truman. I wonder if 
you could tell us who was the Speaker of the House of Representatives 
in the 80th Congress? 

Mr. Nrexson. As I recall, it was Speaker Martin. 

aa Bow. And who was the majority leader of the Senate, if you 
recall? 

Mr. Yates. You mean the Vice President? 

Mr. Bow. The majority leader of the Senate. To refresh your 
recollection, I ask whether it was Kenneth Wherry, of Nebraska? 

Mr. Yates. Should you not have the President of the Senate? 

Mr. Bow. He does not have anything to do with the operation of 
the Senate. Iam sure the gentleman from Illinois is familiar with that. 


BUDGET ESTIMATES SUBMITTED DURING 80TH CONGRESS 


Mr. Nielson, can you furnish for the record the Executive budget 
request submitted to the 80th Congress, and also furnish for the record 
the actual appropriation. 

Mr. Nietson. For the entire Federal budget? 

Mr. Bow. Yes, for the entire Federal budget the year the budget 
was balanced. 

Mr. Nretson. We will be happy to do so, Mr. Congressman. 

(The information is as follows:) 


Comparison of budget estimates and appropriations for fiscal years 1948 and 1949 
considered by 80th Cong. 


Fiscal year 1948: 
Total estimates, all departments and establishments in- 
cluded in regular annual budget 1 $30, 958, 213, 081 
Supplemental estimates subsequently received 2, 037, 897, 490 


Detel Pee 8 oo Se eek wee 32, 996, 110, 571 
Total appropriations 30, 123, 505, 122 


Decrease from estimates 2, 872, 605, 449 


Fiscal year 1949: 
Total estimates, all departments and establishments in- 

cluded in regular annual budgets___.......-.--------- 130, 180, 271, 761 

Supplemental estimates subsequently received 4, 464, 780, 817 


Total estimates 34, 645, 052, 578 
Total appropriations 32, 622, 641, 128 


Decrease from estimates 2, 022, 411, 450 
1 Excludes trust funds, and that portion of postal service capable of being met by postal revenues. 
Source: P. 798, S. Doc. No. 106, 80th Cong., Ist sess.; p. 898, S. Doc. No. 205, 80th Cong., 2d sess. 


Mr. Preston. Are there any further questions on the Office of the | 
Secretary? 


INCREASE IN PERSONNEL ; 


Mr. Yates. May I ask one more question supplementing what i 
Mr. Bow said? 
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As I understood, you told Mr. Rooney this morning you had more 
employees in 1950 than you have in the present budget? 

Mr. Nrexson. That is correct. 

Mr. Yates. What is the difference in number? 

Mr. Nreuson. As I recall the figures were 42,000 and 36,000. 

Mr. Yaress. In other words, you had 7,000 more employees in the 
Department in 1950 than you propose for the 1956 budget, and yet 
the 1956 budget is 58 percent higher than that for 1950? Is that 
correct? 

Mr. Nretson. The last statement, with respect to the 58 percent 
higher, Mr. Rooney was talking about the Office of the Secretary. 

Mr. Yates. Is it higher? 

Mr. Nretson. It is higher. 

Mr. Yares. Was the rest of my premise correct? 

Mr. Neruson. Yes. 

Mr. Yates. How much higher is it, if Mr. Rooney was incorrect? 

Mr. Netuson. He was not incorrect as to the Office of the Secretary. 
If you are talking about the overall budget, we do have an increase of 
about $186 million, as I recall. 


COMPARISON OF BUDGET ESTIMATES, DEPARTMENT OF COMMERCE, 
1950-56 


Mr. Yates. $186 million in the current budget as opposed to that 
in 1950? 

Mr. Nreuson. Over last year’s? 

Mr. Yates. How much over 1950? 

Mr. Nretson. I will have to supply that. 

Mr. Yarss. Will you please supply that for the record? 

Mr. Nrexson. Yes. 

(The information is as follows:) 


Comparison of budget estimates fiscal years 1950 and 1956 


Eetimates for fiecal year 1950. ..........-.............2.... 1 $899, 750, 390 
Ooav——— a) a a ee ee 1, 280, 675, 000 
See WO IN EO ee I esc wee +380, 924, 610 


1 To afford comparability with fiscal year 1956, the total for fiscal year 1950 includes estimates for the Public 
Roads Administration ($423,500,000) and the United States Maritime Commission ($101,569,390 plus $60,- 
000,000 in contract authorization) carried in other sections of the 1950 budget. 


AvIATION War Risk INSURANCE 


Mr. Preston. Now, Mr. Moore, what is this business you plan 
for activating the aviation war-risk insurance program? 

Mr. Moors. Mr. Hardeen is here, and may we call upon him? 

Mr. Preston. All right, Mr. Hardeen, will you comment on this 
language on page 7 of the committee print? 

Mr. Harpren. I do not have that language before me at the 
moment. 

Mr. Preston. The language is as follows: 


AVIATION WAR-RISK INSURANCE REVOLVING FUND 


BUDGETARY AUTHORIZATION SCHEDULE 


The Secretary of Commerce is hereby authorized to make such expenditures, 
within the limits of funds available pursuant to section 1306 of the Act of June 
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14, 1951 (49 U. S. C. 716), and in accord with law, and to make such contracts 
and commitments without regard to fiscal year limitations as provided by section 
104 of the Government Corporation Control Act (31 U. 8. C. 849), as amended, 
as may be necessary in carrying out the programs set forth in the budget for the 
fiscal year 1956 for aviation war-risk insurance activities under said Act (49 
U.S. ©. 711-722). 

Mr. Harpeen. I think I can cover it from what I have before me. 

The enabling legislation is in Public Law 47. 

Mr. Preston. Of what Congress? 

Mr. HarprEen. Which was passed in June of 1951. That would be 
the 82d Congress, I believe. 

It provides for aviation war-risk insurance, but it is limited to 
international traffic; there is no provision for aviation war-risk in- 
surance for domestic air transports. 

We have had the benefit of advice from the aviation industry as well 
as the aviation insurance industry and we have determined in con- 
sonance with the law, that aviation war-risk insurance is not available 
and will not be available upon the outbreak of hostilities between the 
four major powers as the term is used in the law. 

The war-risk insurance which is presently available is terminable 
by the terms of the policy within 24 hours after the outbreak of 
hostilities. The people we have consulted, and we have covered a 
very broad cross section, have advised us that there will be serious 
delay in international air traffic unless aviation war-risk insurance is 
made immediately available for international traffic. 

For that reason, we were urged to take the necessary steps to imple- 
ment the provisions of Public Law 47. 

To do that we are proposing, or recommending, that the Secretary 
of Commerce be authorized to issue binders which will become effec- 
tive upon the outbreak of war and not until that time. 

The binder charge we are proposing is $100 per aircraft. There 
will be, we expect, only about 100 United States flag carrier aircraft 
involved in this program. You will perhaps want to know why there 
will be just 100. 

The reason is that a very large number of the United States aircraft 
have already been designated for military transport operations under 
contract with the Air Force. That number is about 320. They will 
be covered under the indemnity provisions of the contract under 
which they will perform services for the Air Force. 

We, therefore, expect that in the fiscal year 1956, we will receive 
$11,000 in binder fees. Of this amount we will require approximately 
$5,000 for administrative purposes and the other $6,000 will be turned 
im to the Treasury. 

Mr. Preston. Under the law, do you have authority to expend 
these funds? 

Mr. Harpeen. We do not have the authority to expend these 
funds without the approval of this committee and Congress. 

Mr. Preston. Would the language found on page 7 of the 
committee print give you the authority to expend the funds? 

Mr. Harpeen. That is correct. 

Mr. Rooney. Is that subject to a point of order? 

Mr. Preston. Yes, I think it is. 
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REASON FOR DELAY IN SUBMITTING PROPOSAL 


Mr. Tuomas. It is based on the law of 1951. But why the occasion 
for setting it up at this late date? 

Mr. Preston. That is what I was getting into, Mr. Thomas. I 
think that is a good question. 

Mr. HarpeEen. I will undertake to answer that question if you 
desire me to. 

Mr. Preston. Yes. 

Mr. Harpeen. To undertake to explain the delay in not taking up 
the matter prior to 1953. 

I will say that in 1952 a recommendation was sent to the President— 
it was in late 1952 or about November of 1952—the recommendation 
was sent to the President that the program be implemented, and the 
President accepted the suggestion and said that something should be 
done as soon as practicable. So with the change in administration in 
early 1953, this matter was looked at again, and I should say that under 
the recommendation made in 1952, by the President, the program 
would have required aviation war-risk insurance both in so-called cold- 
war period and in the all out hot-war period. 

Another look was taken in 1953, and there was again consultation 
had, and we had Government consultants, of course, and we were 
advised that the aviation war-risk insurance during the cold-war period 
could be obtained from United States insurance companies. For that 

reason, the proposal was changed and Secretary Weeks, based upon 
information we had obtained from the industry, changed the proposal 
to provide aviation war-risk insurance only in the event of all-out war. 

This was brought to this committee in a supplemental budget 
presentation last year because the work had not been completed on 
the recommendation to the industry and consideration by other 
agencies in time to get it into the regular budget. 

Mr. Roonry. Why not? 

Mr. Harpeen. I think the record shows that it was not approved 
by this committee and the main reason for it was that it should not 
be a part of the supplemental appropriation. 

Mr. Nrieuson. I want to add that I believe that the committee’s 
comment was that this should be presented in the regular budget 
rather than in the supplemental. That is the reason we are presenting 
it here for the 1956 requirements. 

Mr. Preston. Are these 100 aircraft that are planned to be covered. 
with this type of insurance, aircraft that would be requisitioned by 
the Government? 

Mr. Harprrn. No; they will remain in commercial operation. 

Mr. Preston. All right. The total amount charged will be $100 
per aircraft, exclusive of cargo insurance? 

Mr. Harpeen. That is the binder coverage. 


DETERMINATION OF RATES 


Mr. Preston. What are the rates? 

Mr. Harveen. The rates will be determined after the fact, based 
on the experience obtained in the first 30 days’ operation after war. 
There is no way of determining what the rate should be, and it has to 
be on experience. 
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Mr. Preston. What is the reason then for putting a binder on them 
now, since they will not go into effect unless there was a declaration of 
war? Is that correct? 

Mr. Harpeen. That is correct. Perhaps I did not emphasize that 
point as strongly as I should have. 

The requirement for the binder is based on the fact that we will 
need the service of these aircraft immediately after the outbreak of 
war. There will be no traffic moving on these aircraft other than 
priority traffic, and military traffic, or traffic which is required in the 
national interest in the event of war. It would take—TI do not suppose 
anybody can give it accurately, just how long it would take to cover 
these aircraft, immediately after the outbreak of war, if we did not 
have binders. 

May I say that there is a similar program in the Maritime Admin- 
istration, and ships are covered by binders, and there would be no 
delay in the maritime operations in the event of war. 

r. Yates. Did he set out how many aircraft are covered? 

Mr. Preston. One hundred. 

Mr. Yates. You said there would be 100 possibly for 1956? 

Mr. Harpeen. Yes. 


NUMBER OF AIRCRAFT TO BE COVERED 


Mr. Yates. I should like to ask you how many aircraft are likely 
to be covered under this? 

Mr. Harpegn. We expect that 100 will be covered through 1956; 
_ that depends upon—you are speaking now of how many in the 
uture? 

Mr. Yates. Yes; how many possibly will be covered? Suppose 
it works out to your satisfaction, how many aircraft are there of all 
types that will be covered under this policy? 

Mr. Harpeen. At the present time, United States Civil planes will 
be about 100 as the plan now stands. As the airlines increase their 
capability, that number of aircraft would be covered, and the number 
likely would be increased. This, as I stated, is only for the inter- 
national operations. 

Mr. Yates. There are only 100 planes that are flying in inter- 
national operations today; is that correct? 

Mr. Harprgen. No. The balance of the aircraft which are now 
engaged in international operations will go directly into military 
operations. They are specifically designated by N numbers under a 
program which has been worked out. 

Mr. Yares. And they will not come under this program? 

Mr. Harpeen. They will not come under this program. 

Mr. Yates. Mr. Chairman, if you will yield further I looked at the 
justifications where I find the statement made that if commercial 
war-risk insurance is to be obtained, it will be obtained on reasonable 
terms and conditions. Will the gentleman tell us what he means by 
reasonable terms and conditions? 

Mr. Harpeen. Well, I will enlarge on that and say that aviation 
war-risk insurance is not now available under any terms or conditions. 
The insurers will not write it. The present war-risk insurance in 
the so-called cold-war period, is cancelable by the terms of the policies 
within 24 hours after the outbreak of war. 
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Mr. Preston. Any further questions, Mr. Yates? 

Mr. Yates. Why would it not be proper to put the policy into 
effect at the time it was canceled rather than at the present time? 

Mr. Harveen. It will not become effective until the presently 
existing policies are canceled. 

Mr. a Mr. Chairman. 

Mr. Preston. Yes, Mr Thomas. 


INSURANCE COVERAGE 


Mr. Tuomas. You compared this with marine insurance. There 
is a vast distinction between the two. The maritime ships are on the 
high seas; they are not subject to the jurisdiction of X, Y, or Z nations. 
Now, these planes that are traveling foreign are going to be subject to 
the jurisdiction of the foreign countries and not subject to the juris- 
diction of the United States, only in taking off of landing and so 
forth and so on. So if the worst comes to the worst, there may be 1 
or 2 or half a dozen countries that will have no jurisdiction over the 
movement of these planes. You cannot tell the planes that are in 
Germany or France or some other country that if you take off and 
carry a certain type of passenger that you will be subject to the 
jurisdiction of the foreign country, not to this Government. 

So what really, actually, is behind this? The aviation people are 
afraid they are going to get their planes seized or what, and what will 
be the rate, and what part of the rate will be subsidized by the Federal 
Government? 

Mr. Harpeen. I think that your question is directed to what will 
the war-risk insurance cover or extend? 

Mr. Tuomas. That is right. 

Mr. Harpeen. I have that here. It will cover the United States 
flag carriers in the event of capture or seizure by a foreign power 
which is one of the points you made. 

Mr. Tuomas. Yes. 

Mr. Harpeen. It will cover them for any damage occurring from 
warlike action. 

Mr. Tuomas. Yes. 

Mr. Harpeen. It will cover them from acts of insurrection. 


INABILITY TO DETERMINE RATES 


Mr. Tuomas. What about the rates? 

Mr. HarpeeEn. The rates will not be determined and have not been 
determined, and cannot be determined, until there has been some 
experience and the rates then will be retroactive. 

Mr. Tuomas. Is there any subsidy involved in this? 

Mr. Harpren. There is no subsidy at all. 

Mr. Tuomas. Are you sure of that? 

Mr. Harpeen. Yes. 

Mr. Yares. It would cover any passengers that might be aboard 
the plane? 

Mr. Harpeen. Yes; they are covered. There will be coverage 
for passengers up to $300,000 per passenger, and a total limit of $1 
million per aircraft. 

Mr. Yates. Have you any idea as to what the rates might be? 
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Mr. Preston. Do you yield, Mr. Thomas? 

Mr. Tuomas. Yes; go ahead, Mr. Yates. 

Mr. Yates. It—— 

Mr. HarprEen. What was your question? 

Mr. Yates. Do you have any idea what the rates are likely to be? 

Mr. Harpeen. We have no idea what the rates are likely to be, 
and the best information that we have been able to get from the 
industry—I mean the insurers—is that the rates cannot be determined 
until there is some experience. 


POTENTIAL INSURANCE LIABILITY 


Mr. Yates. What is the total possible liability? You mentioned 
$1 million; is that the overall? You said $300,000 per passenger? 

Mr. Harpeen. $300,000 per passenger, but there is a limitation of 
$1 million per aircraft, regardless of how many passengers there may 
be abroad. 

Mr. Yates. That is the passenger coverage? 

Mr. HarpeErEn. Yes. 

Mr. Yares. And what is the possible liability on the aircraft itself? 

Mr. HarpEeen. We estimate on the modern, four-engine aircraft, 
about $1.5 million per aircraft, but it will be the replacement value of 
the aircraft. 

Mr. Yates. So that the total possible liability under this program 
per ship is $2.5 million; is that correct? 

Mr. Harpeern. Plus the cargo liability of $1 million. The maximum 
would be $3.5 million per aircraft. 

Mr. Yates. And this is supposed to cover 100? 

Mr. HarbeeENn. One hundred aircraft. 


ORGANIZATION AND FUNCTIONS OF THE DEFENSE AIR TRANSPORTATION 
ADMINISTRATION 


Mr. Preston. Mr. Hardeen, I notice that you are the administra- 
tor of the Defense Air Transportation Administration. 

Mr. HarpDEEN. Yes. 

Mr. Preston. When was that administration established? 

Mr. Harpeen. In 1951, but I cannot give you the day and the 
month. 

Mr. Preston. Has this been carried as a separate item in the bill 
in the past, Mr. Nielson? 

Mr. Nievson. It was created under the Defense Production Act. 
It was carried in the current year’s appropriation for the Business 
and Defense Services Administration, with a limitation of, roughly, 
$75,000. We are proposing here, as a comparative transfer, that 
particular amount to the Office of the Secretary. It has been operat- 
ing as an organized unit within the Office of the Secretary under the 
Under Secretary for Transportation. 

Mr. Preston. Is that the $122,000 item which you are asking 
about? 

Mr. Nrietson. That is the $75,000 included in DATA and the 
Office of Strategic Information. 

Mr. Preston. Mr. Hardeen, how many people do you have in 
your administration? 
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Mr. Harpeen. I have 8 in the office and 1 vacancy at the present 
time. 

Mr. Preston. In a sentence, what does the agency have to do? 

Mr. HarpDEEN. Our agency does the mobilization planning for the 
civil aviation industry. In addition to that, we are the delegate 
agency to recommend tax amortization certificates for the air carrier 
industry; likewise for defense loans although we have had very few of 
them. We also do planning for air priorities, how aircraft will be 
used under a priority system for passengers and cargo. 

We are doing the planning required by the military for use of civil 
aviation. That planning changes as military plans change. We have 
established the civil reserve air fleet, and that fleet, as I indicated 
earlier, is made up of about 320 of the long-range aircraft which have 
been designated, with serial numbers specified, with physical modi- 
fications as required for airplanes in overwater flying. We have com- 
pleted the physica! modifications in 72 percent of this fleet and I think 
you will be interested in knowing that the total cost of the modification 
program for this fleet, which is valued at some $450 million, the total 
cost of the modification of this fleet for military operation will be 
about $1,500,000. 

Mr. Preston. Mr. Hardeen, does the Defense Department have a 
similar agency within its organization? 

Mr. Harpeen. No; they do not. The responsibility for the allo- 
cation of civil aircraft for military support is, and has been, delegated 
to the Secretary of Commerce, and, he, in turn, to the Administrator 
of DATA. There is no such organization in Defense. 

Mr. THomas. How was this so-called committee created, Mr. Secre- 
tary; by Executive order? 

our justification states that on July 12, 1954, the President re- 
quested the Secretary to assume chairmanship of the Cabinet Com- 
mittee on Transport Policy, an organization established to review the 
Nation’s transportation problem, and policies, and make appropriate 
recommendation, with a staff provided for the Cabinet Committee. 
Was it set up by Executive order? 

Mr. Preston. Can you answer that, Mr. Hardeen? 

Mr. Harpeen. I believe we are talking about two different things 
although to answer your question, we were not designated as a com- 
mittee and we were not set up directly by Executive order. 


AUTHORITY OF THE DEFENSE AIR TRANSPORTATION ADMINISTRATION 


Mr. THomas. How were you set up and when were you set up? 

Mr. Harpeen. Set up by the Secretary of Commerce under a 
Commerce Department order. 

Mr. Nretson. Under the Defense Production Act which set out 
basic responsibility, and certain responsibilities that were delegated 
to the Secretary of Commerce. 

Mr. Tuomas. All right, let us read that into the record. This is 
what I referred to a while ago where you were straining for a little 
authority. 

The basic statutory authorities under which DATA operates are: The National 
Security Act of 1947 as amended; Reorganization Plan No. 3, effective June 12, 
1953; the Defense Production Act of 1950 as amended (titles I and II and appli- 


cable provisions of title VII), the Civil Aeronautics Act of 1938 as amended; and 
the Internal Revenue Code of 1954. Executive Orders 10480 and 10219, the 
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Defense Mobilization Order 1-8 delegate to the Secretary of Commerce certain 
defense-mobilization responsibilities under the foregoing statutes, and in Com- 
merce Department Order 137, the Secretary of Commerce delegates these responsi- 
bilities to the Administrator, DATA, as they relate to air transportation. 

There is a lot of authority to do what you are doing. Just what 
do you do? 

Mr. Harpeen. Well, I will be very glad to refer again to what we 
are doing. 

Mr. Preston. Did you hear his statement of just a moment ago? 

Mr. Tuomas. Yes; but it did not supply the answer. 

You have no authority to go to these airlines and tell them you must 
do that or not do that. You cannot go to the Defense Department 
and say you have got to establish so many transport planes and have 
them in readiness. Just what authority do you have? 

Mr. HarpEen. Well, sir; the Secretary of Commerce does have the 
authority to allocate aircraft belonging to the airlines to be used for 
military transport purposes. 

Mr. Tuomas. In case of war or in peacetime? 

Mr. Harpeen. In case of war. 

Mr. Tuomas. Does he have that authority in peacetime? 

Mr. Harpreren. He does not exercise that authority in peacetime; 
our planning is limited to wartime planning, and we have done that 
with the 100 percent cooperation of the airlines. 

We have received from the airlines thousands, literally thousands, 
of man-hours in preparing this plan. We have their complete 
cooperation. 

Mr. THomas. When will you have these plans set up? These plans 
do not change every day. How long have you been in operation? 

Mr. Harpgen. DATA has been in operation since 1951. However, 
the military plans, the military requirements, are changing; they are 
reviewed and revised and do change, and these requirements are 
changed every 6 months and we get a 

Mr. Tuomas. All right; you have been in operation for 4 years. 
What authority do you have under peacetime conditions? You have 
not any positive authority yet; have you? 

Mr. Harpeen. We have authority, as to ODM; we have authority 
to recommend to them tax-amortization applications for new aircraft, 
and we have done that and are doing it today. And, in addition to 
that, as I stated 

Mr. THomas. ODM has a staff that is doing the same thing, has 
it not? 








TAX AMORTIZATION ACTIVITIES 


Mr. HarpeEn. No, sir; they have delegated responsibility for rec- 
ommendations to DATA and we have done it for 4 years. We have 
recommended tax-amortization applications. 

Mr. Tuomas. How many tax certificates does ODM issue now? 

Mr. Harpren. These are for civil aviation. We have recom- 
mended—I believe the applications cover about 600 new aircraft for 
ODM; the expansion goal has been 600 aircraft which were granted 
tax amortization under goals; tax amortization certificates are limited 
to 600; that is the figure up until 1956. 

Mr. Tuomas. For civilian aviation? 
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Mr. Harpeen. Civilian aviation. That was fulfilled in Decem- 
ber 

Mr. Tuomas. You mean to say that just about covers every civilian 
plane built since 1951? 

Mr. Harpren. Only the transport types. 

Mr. Tuomas. That is what I am talking about. 

Mr. Harpeen. It covers nearly every one of them that has been 
built since the goal was set up. 

Mr. Tuomas. The commercial lines are riding on a quickie 
certificate? 

Mr. Harpeen. On a ‘‘quickie’’? 

Mr. THomas. When did that go into effect? You know what a 
“quickie certificate” is? 

Mr. HarpgeEen. Amortization. 

Mr. Tuomas. Amortization; 5 years? 

Mr. Harpeen. That is right. 

Mr. Tuomas. That is the life of aviation, less than 5 years? 

Mr. HarpeEeENn. Five years is the writeoff. On an aviation basis; 
It may be 7 years under the normal writeoff. 

Mr. Yates. How long are the planes useful? 

Mr. Harpeen. I would suggest 

Mr. Yares. 15 or 20 years? 

Mr. HarpeEENn. It may have; there may be some of them that have 
been in use possibly 20; there may be some DC-—3’s built in°1935 still 
flying and perhaps the useful life may be a little in excess of 15 years, 
but that would not be the normal, in my opinion. 

Mr. Tuomas. Well, here is another good incident where we have a 
planning agency; they have been planning for 5 years and have not 
done anything except planning, and nobody has to take your recom- 
mendations after you make them. 

Mr. Preston. Mr. Hardeen, will you furnish for the committee’s 
information a list of the companies and the number of planes for each 
company, that has been allocated a fast writeoff under this plan? 

Mr. Harpsen. Yes, I think we have that; we can give it to you this 
afternoon. 

(The information requested follows:) 
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Mr. Bow. Mr. Chairman, the gentleman from New York, Mr. 
Rooney, was inquiring of the witness at the time I was called to the 
telephone, and I had expected to ask some questions prior to the 
time this witness came on the stand. May I be given unanimous 
consent to make my inquiries of Mr. Nielson and have it appear in 
the record immediately preceding the testimony of this witness? 

Mr. Preston. You may, certainly. 

Mr. Bow. I would like to have Mr. Rooney here at the time and 
I will wait until the gentleman from New York is here. 

Mr. Preston. That will be all right. Will 1 o’clock be satisfactory? 

Mr. Bow. At any time, Mr. Chairman. 

Mr. Preston. We will resume at 1 0’clock. 


(AFTERNOON SESSION) 


Mr. Preston. The Committee will come to order. When we 
adjourned at 12 o’clock unanimous consent was given to Mr. Bow 
to pursue a line of questions started by Mr. Rooney and to ask 
certain questions of Mr. Nielson. You may proceed, Mr. Bow. 

Mr. Bow. Thank you, Mr. Chairman. 

(The testimony may be found beginning on page 64.) 

Mr. Preston. Are there any further questions concerning Mr. 
Hardeen’s testimony? 

Mr. Bow. Is the gentleman through? 

Mr. Yartss. Just temporarily. 

Mr. Preston. Go ahead, Mr. Bow. 


STANDBY FLEET OF AIRCRAFT 


Mr. Bow. Mr. Hardeen, as I understand the function of your 
office is to organize and to have prepared a standby fleet of aircraft 
for the use of the Armed Forces in case of an emergency. Is that 
correct? 

Mr. Harpeen. That is one of our principal functions. 

Mr. Bow. How many aircraft do you now have in your standby 
eet? 

Mr. Harpeen. We have 317 allocated to direct military support and 
specifically allocated by the serial numbers. 

Mr. Bow. In case of an emergency, how soon would that fleet be 
available to the Armed Forces? 

Mr. Harpeen. It would be available within 48 hours. 

Mr. Bow. If the Defense Department were to have a standby fleet 
comparable to that set up by your Division and the private airlines, 
can you tell us what the cost would be to the American taxpayers for 
the providing of a fleet of planes of comparable strength? 

Mr. Harpeen. The cost of such a fleet would be between $425 
million and $450 million. 

Mr. Bow. Is that for the fleet itself or manpower? 

Mr. Harpeen. For the aircraft only. 

Mr. Bow. And under this standby fleet that you have for emergency 
use, I will ask you whether or not crews are provided? 

Mr. Harpveen. Yes, sir. 

Mr. Bow. They are the regular civil aircraft crews that will fly 
these ships under the orders and directions of the Defense Department? 
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Mr. Harpeen. Yes. 

Mr. Bow. Can you tell us what it would cost to train and maintain 
the crews for these ships? 

Mr. HarpEeEen. Congressman Bow, I could not answer that question. 
I can tell you this, though, that it would require 4,550 individuals to 
supply the required flight crews for the aircraft, based upon the mili- 
tary requirements that have been laid down to us. That would 
include pilots and flight engineers and copilots, of course. 

Mr. Bow. Am I correct in the assumption ground crews are con- 
sidered also? 

Mr. Harpeen. The civil carriers will also supply ground crews and 
maintenance facilities on a worldwide basis. 


CHANGES IN AIRLIFT PLANNING 


Mr. Bow. You made some statement this morning which I did not 
completely understand about your constantly changing your planning 
on airlifts and responsibilities. Could you expand on that, please? 

Mr. Harpreen. Yes. I must preface my answer by saying this 
fleet is to be used by the military for immediate support operations. 
I do not know whether I have answered your question or not. 

Mr. Bow. You said something this morning about constant changes 
in airlift planning. 

Mr. Harperen. Yes. The military plans change from time to time. 
Routes change and the military lift requirements change every 6 
months, and we are required to change the allocation of aircraft and 
the number of people required to keep in balance with the military 
requirements. 

Mr. Bow. What type of aircraft do you have in the standby fleet? 

Mr. HarpeEN. We have only four-engine, long-range transport- 
type aircraft. And this fleet of 325 aircraft is the equivalent of 30 
percent of the total civil airline capacity of this country. 


QUESTION AS TO SUBSIDIES CONNECTED WITH WAR-RISK INSURANCE 


Mr. Bow. The chairman asked a question on the war-risk insurance 
as to whether or not any subsidy would be involved. I would like to 
get that clarified on the record. 

Is it not a fact that this war-risk insurance and payments made by 
airline companies would be considered an expense of the company 
which would be considered in determining the subsidy to be paid, so 
that indirectly as a matter of cost there would be some subsidy in the 
matter of payments? 

Mr. HarpeEeEn. I think if it is considered in that regard you are 
probably correct, sir. 

Mr. Bow. I believe that is all. 

Mr. Preston. Mr. Hardeen, is any of the information you have 
given the committee classified? 

Mr. HarpeEn. No, it is not. I have stayed away from it. 

Mr. Preston. I am informed that the General Counsel is here. 


PLANES IN STANDBY FLEET 


Mr. Mitier. Mr. Chairman, I have some questions. I want to 
apologize to all concerned for not being here at the early part of this 
61922—55 6 
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hearing, but I was in another committee hearing of the Joint Chiefs 
of Staff and could not be two places at once. If my questions have 
been answered already in the record, I apologize. 

What is the source of these 325 four-engine planes that you have 
in a standby fleet for the Defense Department? 

Mr. Harpreen. They are now owned and in operation by the 
scheduled and nonscheduled civil air carriers of the country. 

Mr. Miuuter. They are not Government-owned? 

Mr. HarpeEEn. No, sir. 

Mr. Miuuer. Do you have any function with respect to procure- 
ment? In other words, you have stated that this fleet represents 30 
percent of our airlift capacity. I assume you include MATS and the 
Troop Carrier Command and all of that in that percentage? 

Mr. Harpeen. I think I used the figure 30 percent of our civil 
airlift capacity. That would exclude the military, including MATS. 

Mr. Miter. It represents 30 percent of our civilian airlift capacity? 

Mr. Harpeen. That is correct. 

Mr. Miuuier. And these planes are owned by private industry and 
subject to your control in the event of an emergency? 

Mr. HarpeEn. Subject to our allocation authority; yes, sir. 

Mr. Mriuuer. What maintenance or other duties does the Federal 
Government shoulder with respect to those 325 ships? 

Mr. Preston. Mr. Miller, may I interrupt to say that all of this 
has been developed in the record. 

Mr. Miter. If that is true, I do not want to repeat it. I perhaps 
was misled when he said 30 percent. 

Mr. Preston. All of that is explained in the record. 

Mr. Miter. If it is I do not want to prolong the interrogation. 

Mr. Preston. The General Counsel is here, and the interrogation 
of the General Counsel will be limited to the question raised this 
morning, because he will be here later when his portion of the budget 
is presented. 

Mr. Yates. In his office not a part of the Office of the Secretary? 

Mr. Preston. You are quite right. Yes. 


SECURITY RISKS 


Mr. Yates. Mr. Ray, the question was asked this morning as to 
what procedures are resorted to by the Department of Commerce in 
undertaking suspension of a security risk under Executive Order 10450. 

Mr. Ray. I will be glad to outline it. I have some material I 
would like to have with me, but essentially these are the procedures 
followed currently: 

If facts are developed which suggest under the criteria set forth in 
Executive Order 10450 and Public Law 733 that the retention of an 
employee in a sensitive position may not be consistent with the 
national security, at that point some preliminary procedures take place 
in the Department. 

My office reviews the raw files and records and considers the case 
with other officials of the Department. Then it goes to the Secretary 
for review. If there develops a conclusion that on the basis of the 
information any further action is unwarranted, that is the end of it at 
that point. If, on the other hand, it develops that more serious 
inquiry should be made, among other things a man might be inter- 
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viewed and the situation discussed with him, and he would be given an 
informal opportunity at that time to allay any facts or situations 
which he is able readily to do. 

If in those processes a conclusion is reached in the Department by 
review of the Secretary that the retention of an employee in a sensitive 
position is not clearly consistent with the national security, Public 
Law 733 requires that the employee be suspended unless, working by 
see arrangement, another job can be found for him that does 
not involve a sensitive position. If such a job is found that, again, 
is the end of the matter. If one is not found, or if no voluntary 
arrangement can be made, Public Law 733 requires suspension. 

Our procedure before suspension, however, is to have the situation 
as adequately prepared as possible so that there is not a suspension 
and then a delay before the discharging letter, or anything of that 
kind. At the time of suspension, under Public Law 733, written 
charges as per Executive Order 10450 are delivered with as great 
detail as possible, but not so as to involve the disclosure of investiga- 
tive sources. 

Mr. Yarrs. What do you mean by as great detail as possible? 

Mr. Ray. It is a definitive statement of facts rather than the con- 
clusions, so that he would have the fullest opportunity, and his 
counsel would have the fullest opportunity, to see factual charges 
rather than conclusions. 

Mr. Yares. Are you familiar with the Peters case now pending in 
the Supreme Court? 

Mr. Ray. I have not been following it closely at all. 

I speak of these procedures as though we have a lot of cases, but 
I have only been General Counsel for a few months, and in that time 
we have had very little activity, and I personally have not followed 
all the developments in some of the pending cases. 

Mr. Yarss, In your opinion have the cases you have seen been such 
as to have afforded those under suspension a sufficient description of 
the charges made against them to permit them to make an accurate 
defense? 

Mr. Ray. Yes, but I think it goes beyond the matter of the piece of 
paper. We do not visualize ourselves as prosecutors in those cases in 
any sense of the word. We are willing to sit down with the man or his 
lawyer and tell him everything that may be involved. 

Mr. Yates. Do you tell him the sources of the charges? 

Mr. Ray. Wherever it is possible to do so. Frequently—in the 
handful of situations I have seen—there has been information that is 
classified to protect investigative sources, if you know what I mean. 
We always press the issue and seek a declassification so that they 
may be presented. 

Mr. Fioop. Will the gentleman yield at that point? 

Mr. Yates. Yes. 

Mr. Foon. I have the impression that thereby hangs the tail. 
You say you will disclose to the attorney for the person being charged 
the sources of the information except in certain instances; and then 
I understand you to go on to include under certain circumstances, 
or to mean by certain circumstances, what you describe as security 
matters. Is that not one of the questions in the Peters case, that 
the identify of the informant cannot or was not or should not be 
divulged to the accused because it would interfere with the investiga- 
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tion or the quality of the information from protected sources? In 
view of the fact that question is now pendente lite before the Supreme 
Court, are you continuing to so’process the cases? 

Mr. Ray. I do not know if we have a situation responsive to that 
question. I have given my understanding of how we would handle 
such a situation. 

Mr. Yares. In the efforts you stated you have made to seek to 
break down the classification so that you could tell the person being 
suspended the names of his accusers, was that ever refused to you? 

Mr. Ray. It is very common in investigative situations that you 
have to make a distinction between the investigator, who is a non- 
entity, and this is not a national-security matter but an FBI agent, 
for example, producing information, and that will turn up sources 
and people. The line that is drawn, as I understand, these sources 
and people you bring forth, but you do not disclose your investigative 
processes through which the information was turned up. 

Mr. Yares. Is the person who has been suspended given an oppor- 
tunity to know who his accusers are; who are responsible for the 
suspension? 

Mr. Ray. Yes. 

Mr. Yates. Has that occurred in every case of which you know or 
with which you have been connected? 

Mr. Ray. I do not know whether I can answer that, sir. 

Mr. Yates. Well, there are 85 cases that have occurred in the year 
between January 1954 and January 1955, according to the testimony 
given by Mr. Moore. Were you in the Department of Commerce 
during all that period? 

Mr. Ray. No. I came last fall. 

Mr. Yates. How many of the 85 cases occurred during the time 
you were General Counsel for the Department of Commerce? 

Mr. Ray. I cannot answer that. In the first place, I am not 
familiar with the statistic itself, much less the breakdown. 

Mr. Yates. In how many security cases were you consulted since 
you became General Counsel? 

Mr. Ray. I think perhaps half a dozen. 

Mr. Yates. Of the 85 Mr. Moore referred to, you were consulted 
in half a dozen cases? When did you come in the Department? 

Mr. Ray. The Ist of October 1954. I do not know the makeup 
of the statistic itself, whether it includes security situations where 
persons have resigned without any involvement of my office. I 
assume it does. 

Mr. Yates. Mr. Moore said—and if I am wrong he can correct me— 
there were 85 suspensions under Executive Order 10450 during the 
period of time between January 1954 and January 1955, and that of the 
85 cases, 11 occurred for morals charges; 4 for subversion; and 70 for 
reasons Other than those 2. During the time you have been in the 
Department of Commerce, you stated there were approximately half a 
dozen cases which were called to your attention. 

Mr. Ray. Just from memory, yes. 

Mr. Yates. Were those subversion cases? 

Mr. Ray. Well, they were not subversion cases, no. There were 
some morals cases and some cases of what you might call association- 
type of security-risk situations. 

Mr. Yates. They are all security-risk situations. 
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Mr. Ray. I wanted to be sure you use ‘‘subversion”’ the way I do. 

Mr. Yates. Executive Order 10450 sets out many standards. 
Among the standards is one which pertains to the question of disloyalty 
to the United States. I assume that is what Mr. Moore meant when 
he spoke of the four subversion cases. 

Mr. Ray. I have not been involved-in any subversion case in the 
way you use that terminology. 

Mr. Yates. I am using it in the way Mr. Moore used it, and he 
referred the question to you. 

Mr. Miuter. Will you yield? 

Mr. Yates. Yes, I will be glad to yield. 

Mr. Mituer. Do we understand ourselves when we say subversion 
to mean overt treachery, whereas security risk includes a person who, 
through carelessness, might give secret information? Is that the 
sense in which we are using the terms? 

Mr. Yates. May I suggest we refer the question to Mr. Moore? 

Mr. Bow. This morning we had it broken down by categories, did 
we not? 

Mr. Yates. No. The Congressman asked a question. 

Mr. Mitter. I understood you asked the witness to define it. 

Mr. Bow. I thought it was defined this morning. 

Mr. Preston. I thought so too. 

Mr. Ray. In general, my conception is the same as yours. 

Mr. Fioop. Are we using “loyalty” distinguished from security, 
even though “security”? may include the former? 

Mr. Ray. That is correct. 

Mr. Fioop. As I understand, the broad premise in the Peters case 
has not been the issue since you have been General Counsel, because 
you have disclosed the identity of the accuser wherever requested? 

Mr. Ray. Yes, we do have the Peters concept in mind and the 
history of the Bailey v. Hutchison case, and we attempt to disclose 
all the information. 

Mr. Yates. I do not know whether you can answer the question 
we directed to Mr. Moore this morning, because the question was 
whether in these cases to which he testified there was a very specific 
delineation of the charges upon which the suspension was made. 
You say you only participated in approximately half a dozen of them. 

Mr. Ray. It is my understanding that the practice I follow and the 
way in which we have handled the cases had been the practice 
previously. I do not mean we have made any radical changes since 
I arrived. 

Mr. Yarss. You have not handled any so-called subversion cases? 

Mr. Ray. No, but I do not imagine there would be any generic 
= in the way we would handle such a case as opposed to any 
other. 

Mr. Yares. The question is whether the persons accused were told 
who their accusers were. 

Mr. Ray. As far as my experience is concerned they have been so 
advised. Again I want to make a distinction as to confidential 
investigative sources. 

Mr. Yates. I can see why an FBI agent would not be disclosed, but 
if he learned from so and so that the accused was affiliated with a 
subversive organization, in that case would you say so and so was 
disclosed as the one who made the accusation? 
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Mr. Ray. Yes, sir. 

Mr. Fioop. What was the answer? 

Mr. Yates. He said it would be disclosed. 

In other words, if an FBI agent, in interrogating some neighbor of 
the accused, learned from the neighbor that the person under suspen- 
sion had been a member of an organization on the Attorney General’s 
list or had been guilty of some disloyal action, the person suspended 
would be informed of the name of the person who had been contacted 
by the FBI agent. Is that correct? 

Mr. Ray. Yes; and sometimes affidavits come forward in the file 
and the whole file is marked confidential from an investigative point 
of view. I was thinking particularly we would endeavor to extricate 
those affidavits and get them presented to the accused. 

Mr. FLoop. What more would you want than that? 

Mr. Yares. I would want nothing more except the counsel testified 
he has not handled more than half a dozen of the cases. 

Mr. Ray. I do not know how many of the 85 resulted in a hearing 
or a charging letter. 

Mr. Yates. We learned this morning that Mr. Moore was in 
charge of the security program. When I asked him about the pro- 
cedures respecting whether or not the person suspended had been 
given notice of the charges in each instance and the names of those 
who had made the accusations, he said he did not know but he thought 
the General Counsel did. 

Mr. Preston. Just a moment, so that we may get the record 
straight. The question this morning was solely, Is the accused 
given a copy of the charges? That was the question the General 
Counsel was called in here to answer. 

Mr. Yates. With due deference to the chairman, may I suggest 
that the question was whether or not the charges were specific 
enough 

Mr. Bow. Mr. Chairman, I would like to raise a point of order. 

Mr. Yates. Let me finish. 

Mr. Preston. Do you yield for a point of order? 

Mr. Yarss. I yield for a point of order. 

Mr. Bow. I think this is all very interesting, but what direct rela- 
tionship does this have with the appropriation we are about to make? 

Mr. Yatrs. May I reply to the point of order? We are appropria- 
ting money for the operation of a security program. I want to know 
how the program operates. 

Mr. Preston. We are all in agreement that we will let them have 
the money, or a part of it, and I think we are laboring the point. 

Mr. Yates. I want to point out that this morning I started to ask 
Mr. Moore, or Mr. Shelley started asking him, if the accused received 
a copy of the charges, and you said under the American system of 
justice of course he received it. 

Mr. Preston. That is right. 

Mr. Yatrs. And I pointed out the Peters case raised that point. 

Mr. Bow. The Peters case has not been decided. 

oe Preston. I think the witness has answered the question ade- 
quately. 

Mr. Yates. He has not answered it at all, because he stated none of 
the cases he handled dealt with subversion. 
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Mr. Ray. I added to that that I am quite confident that at least 
currently, if any such case arose, we would use the same specificity 
in the charges that we would in the security case. 

Mr. Yates. Will you state for the record that the Peters case 
would not arise in the Department of Commerce? 

Mr. Ray. I do not believe I could without some further study of 
the Peters case. 

Mr. Yates. Let me revise my question. Would you say every 
case the Department of Commerce handled under Executive Order 
10450 that the person charged with acts presumably justifying bis 
suspension is given a statement of the charges against bim and the 
names of those making the accusations so as to permit him to make 
an adequate defense? 

Mr. Ray. Very positively, if he is actually suspended and charged. 

Mr. Yatss. With respect to the 85 cases to which you testified, 
Mr. Moore, how many of them resulted in resignations? 

Mr. Moors. I cannot give you that. You must realize that I 
used separations and separations include resignations. 

Mr. Yates. Can you testify as to how many were suspensions 
and how many were resignations? 

Mr. Moores. I do not have the figures. 

Mr. Yarss. Can you tell us whether the separations resulted from 
the charges made or whether some of the resignations may have 
occurred prior to the charges being placed against them? 

Mr. Moors. I would like to check those. It is my belief that the 
resignations happened after the investigations. 

Mr. Yates. Mr. Moore, will you furnish for the record a state- 
ment which will show a breakdown of the 84 separations to show 


which are resignations and which are actually suspensions and whether 
the resignations occurred before or after the charges were filed with 
the employees? 

Mr. Moors. Yes. 


(The information is as follows:) 


Separations for security reasons, Jan, 1 to Dec. 31, 1954, inclusive 


1. Number of resignations included in the above separations- - - - 

2. Number of suspensions included in the above separations 

3. All other separations including reduction in force, termination of fixed 
appointments, termination of temporary appointments, ete_-_-------- 50 
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Mr. Yates. That is all the qusstiaie I have with respect to the 
General Counsel. I would like to ask some more questions when you 
complete your testimony. 

Mr. Preston. We are going to complete this shortly, Mr. Yates. 
We are going to move to the Patent Office very quickly. 

Mr. Yarss. I would like to ask him some questions. 

Mr. Ray. I am in the middle of a Roads hearing today, and I did 
not realize that I was going to be here today. That hearing resumed 
at 2 o’clock. I do have 15 minutes, if there is anything that I can 
contribute. 

Mr. Preston. Where do you go to attend the hearings? 

Mr. Ray. The New House Office Building, the Public Works 
Committee. 
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Mr. Preston. And you are testifying? 

Mr. Ray. Yes. 

Mr. Yares. I will not have any further questions. 

Mr. Preston. We will excuse you. 

Mr. Ray. Thank you, Mr. Chairman. I will be glad to return at 
any time if I can be of any assistance to you. 

Mr. Preston. You plan to be here in attendance for the remainder 
of the hearings? 

Mr. Wixurams. As much as I possibly can. 

Mr. Preston. Since you will be here we will not receive a verbal 
statement from you at this time. The committee members may 
propound such questions as they wish as we move along with the 
various items in the budget. 


GENERAL STATEMENT OF UNDER SECRETARY OF COMMERCE ON Na- 
TIONAL BurnAv OF STANDARDS, Parent Orricr, AND Coast 
AND GEODETIC SURVEY 


Mr. Williams, under normal procedure, you would be next. I am 
wondering if you have a prepared statement? 

Mr. Wiuuiams. I have a prepared statement, and in the interest 
of time I would be glad to offer it for the record. 

(The statement referred to is as follows:) 


GENERAL STATEMENT FOR THE House APPROPRIATIONS SUBCOMMITTEE BY 
Wa.trer WILLIAMS, UNDER SECRETARY OF COMMERCE 


I should like at this time to touch briefly on a few considerations with respect 
to the programs and budgets of the National Bureau of Standards, the Patent 
Office, and the Coast and Geodetic Survey. 


NATIONAL BUREAU OF STANDARDS 


The Bureau of Standards has made important contributions to industrial growth 
and to the American standard of living. However, there are other important 
aspects of its work that I should like to bring out, and that is its relationship to 
scientific progress and to the work of other Government agencies. 

The Bureau of Standards has won international acclaim for its contribution to 
various scientific fields. Year in and year out, scientists on the staff of the 
Bureau have been awarded honors for their work and have been called upon for 
advice and leadership in areas of their special competence. The Bureau is, in 
fact, a store house of scientific know-how from which members of other Govern- 
ment laboratories may seek advice and assistance. Advisory and consultative 
services are an important activity of the Bureau. That these services are abun- 
dantly requested and used is another indication of the unique scientific abilities 
of the Bureau staff. 

Let me emphasize this point by briefly mentioning the Bureau’s data-processing 
research program. This is more fully presented in the budget document, but it 
seems worthwhile to state here that, because of the research activities on data- 
processing undertaken at the Bureau, a staff of specialists has been assembled 
which can serve the Government to further research on techniques and automatic 
devices for the handling of the large masses of data which pass through the various 
departments of Government. 

The importance and value of this group is already being demonstrated in the 
case of the Patent Office as shown by the report of the special committee under 
the chairmanship of Dr. Vannevar Bush. In this field, as well as in others, the 
Bureau supplements but does not compete with the work of industrial firms, 

The Bureau plans to encourage this activity, to make its staff of experts avail- 
able to other Government agencies, to develop facilities for planning and con- 
ducting trial runs on special data-processing problems, and to develop specifica- 
tions for the construction of such special installations. Such research is still 
somewhat new, but the promise in terms of speed and efficiency of these new 
automatic techniques is overwhelming, especially when one thinks of the enor- 
mous and unique quantities of paper and information which characterize the 
programs of certain agencies. 
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This example also serves to illustrate the interdependence of all the Bureau’s 
basic activities. To make the Bureau strong, its staff must be encouraged 
to earry out all sorts of research studies, to translate the results of their research 
into the development of new devices and techniques, and to bring their findings 
and developments to bear upon the science and technology in general. Each 
of the activities of the Bureau supports the other. 

The committee of scientists which the Department of Commerce enlisted to 
study the Bureau’s program found that the staff of the Bureau was highly com- 
petent but that the level of scientific activity in the basic program was far below 
national needs. The Department of Commerce is fully aware of this need for 
encouraging the important work of the Bureau. It is in strong agreement with 
the Bureau’s efforts to create a balanced technical program and to emphasize its 
fundamental activities. The program in this budget is a vital step toward 
maintenance of its position of leadership for services which are essential to na- 
tional scientific and technological progress. 

The greatest part of the budget request for increasing the Bureau’s technical 
program is for work in research and development. The amount requested for the 
increased technical program is $975,000. It will provide a first step in developing 
the needed expansion of the Bureau’s scientific work. 

In connection with this need for a balanced program, the Bureau has requested 
a revision of the manner in which the administrative program is supported. Up 
to this budget submission, other agencies which requested work paid for the 
administration of such projects at more than twice the rate which the Bureau 
paid for the administration of its own projects. This excess charge to other 
agencies has been declared illegal by the Comptroller General. The present budget 
request seeks an increase of $556,000 to offset this “billing differential’? and to 
provide for uniform administrative costs charged to all projects. From the point 
of view of a balanced technical program, I feel that this change will be a good 
one. It will provide for effective administrative controls for all projects without 
the necessity of separate cost-accounting systems. But even more than that, it 
will mean that the Bureau will no longer be dependent upon administrative costs 
charged to other Government agencies for the support of administering its own 
basic projects. I would like the committee to note that this change will not 
— additional staff and will not increase the total administrative costs of the 

ureau. 

These points are all discussed more fully in the budget submission, but I thought 
it worthwhile to call your attention to them. The Secretary and I have con- 
sidered these points and find that they are essential to the Bureau’s new program. 
I hope that the committee will consider and approve these plans. 


PATENT OFFICE 


The appropriation requested for the Patent Office is $12 million, an increase of 
$500,000 over that appropriated for the past fiscal year. 

These funds will allow the Patent Office to continue operations at the current 
level with the increase used mainly to defray the cost of printing approximately 
10,000 additional patents. 

In considering the 1955 appropriation requests of the Department of Com- 
merce, the Senate Appropriations Committee directed the Department to ‘‘make 
an aggressive and thorough investigation as to the possibilities of mechanizing 
the searching operations and installation of up-to-date types of equipment in 
order to modernize, insofar as possible, the Patent Office operations.’’ Accord- 
ingly, the Secretary established a committee of outstanding scientists and admin- 
istrative personnel from both Government and private industry to make such an 
investigation. This Committee, headed by Dr. Vannevar Bush, was known as 
the Advisory Committee on Application of Machines to Patent Office Operations. 

The report filed by this Committee stated it firmly believes in the need for 
mechanization of a substantial portion of the Patent Office search operation. 
The Committee stated that such mechanization within the reasonably near future 
is both feasible and desirable. Further, it reeommended that the Patent Office, 
in cooperation with the National Bureau of Standards, conduct a program of 
research and development in this field as well as to make pilot studies using equip- 
ment available commercially. Subsequently, the Secretary appointed a com- 
mittee headed by the Commissioner of Patents for the purpose of reviewing and 
planning the implementation of the recommendations made by the Bush Com- 
mittee. A plan of action has been agreed upon by both the Patent Office and the 
Bureau of Standards, and ways and means of obtaining the required financing 
are now being developed. 

At the time the budget estimate now before your committee was prepared, we 
had no knowledge as to what the Bush Committee would find and recommend. 
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Aecordingly, this estimate contemplated that the Patent Office operations be 
maintained at the current level while the possibilities of mechanization were being 
investigated. However, we now find that advances through mechanization can- 
not be expected in a reasonably short time. Accordingly, we are currently 
reexamining the Patent Office fund and staffing requirements. 


COAST AND GEODETIC SURVEY 


For the Coast and Geodetic Survey the budget request is $10,400,000, an 
increase of $200,000. Of this, $175,000 is to be used to do the initial work on the 
essential surveys required along the Texas and Louisiana coasts. 

The gulf coast survey project is an important one. In addition to producing 
the information required by the Secretary of the Interior in administering the 
Outer Continental Shelf Lands Act, it is designed to make a start on an urgent 
need of the oil industry in this area. It is estimated that it will eventually cost 
$1,500,000 to complete the required program of geodetic, topographic, tidal, and 
hydrographic surveying in this area in order to install the necessary 350 horizontal 
control stations and 2,000 miles of lines of levels. The seaward boundaries of the 
several States are dependent upon the accurate determination of the line of ordi- 
nary low water. Delay in making these determinations hampers industrial opera- 
tions and deters economic growth as well as the collection of vast revenues by the 
Federal Government, which has to date realized in excess of $150 million. This 
has accrued from the granting of rights to drill, to say nothing of the ultimate 
royalties to be received from the operation of producing wells. 

The remaining $25,000 of the requested increase is for retirement pay of com- 
missioned officers. 

With the exception of these small increases, the functions of the Coast and 
Geodetic Survey will perform at the same level of operations as was conducted 
last year. 


PATENT OFFICE 


WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY OF COMMERCE 
GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
ROBERT C. WATSON, COMMISSIONER OF PATENTS 

A. W. CROCKER, ASSISTANT COMMISSIONER 

T. B. MORROW, EXECUTIVE OFFICER 

D. R. ELLIS, BUDGET OFFICER, PATENT OFFICE 


SALARIES AND EXPENSES 


Amounts available for obligation 


eaeeaen te for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





1954 actual | 1955 estimate| 1956 estimate 


Appropriation or estimate - Litisddabbusceetes aban $12,000,000 | $11, 1, 500, 000 $12, 000, 000 
Unobligated balance, estimated ‘savings. ‘ —66, 066 |-. Dai giaheeae s tain 


Obligations incurred -_. . : aaa 11, 500, 000 | 12, 000, 000 
| | 








Obligations by activities 





Description 1954 actual | 1955 estimate | 1956 estimate 


Administration of patent and trade-mark system___--___--- $9. 015, 920 | $8, 982, 800 $9, 029, 500 

2 ros and Seeeieetion of Jamagaas and trade-mark ma- | 
Re A | 2, 403, 657 | 2, 000, 000 2, 450, 000 
514, 357 517, 200 7200) 520, 500 





Obligations incurred......-..-----2----2-e--se-ene-se--] 11,989,984 | 11, 600, 000 | 
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Obligations by objects 


Object classification | 1954 actual | 1955 estimate | 1956 estimate 
Eee 
| 


Total number of permanent positions 1, 725 | 1, 650 1, 650 
Average number of all employees | 1, 651 1, 600 | 1, 600 
Number of employees at end of year ; ; | 1, 579 1, 600 1, 600 


Average salaries and grades: 
General schedule grades: 

Average salary $5, 542 $5, 644 $5, 671 

Average grade : GS-8. GS-8.2 


| 
i 
} 
| 
| 





Personal services: 
NN as a isis cicineneees $9, 113,478 | $9, 030, 300 | $9, 075, 100 
Regular pay in excess of 52- MIOUNIWAAD.... ou waccsececna! 35, 052 34, 700 | 34, 900 
Payment above basic rates 9, 813 | 10, 000 10, 000 
Total personal services : 9, 158, 343 | 9, 075, 000 . 9, 120, 000 
Travel 6, 329 | 8, 000 | 8, 000 
Transportation of things 4, 497 5, 000 5, 000 
Commiunieation eeeviees...........-6..--s0n noc cecceecnensl 92, 908 100, 000 | 100, 000 
Rents and utility services é 24, 554 | 20, 000 | 20. 000 
Printing and reproduction 2, 403, 657 2, 000, 000 | 2, 450, 000 
Other contractual services 7 43, 430 50, 000 | 55, 000 
Supplies and materials 51, 145, 000 145, 000 
Equipment : 37, 688 | 85, 000 | 5 
Refunds, awards, and indemnities j Seas 
pe naa 6 12, 000 


Obligations incurred 11, 500, 000 12, 000, 000 








Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 





Obligated balance brought forward axe $1, 080, 030 $1, 038, 895 $1, 035, 000 

Obligations incurred during the year___-..............-.......| 11,933,934 11, 500, 000 12, 000, 000 
13, 013,964 | 12, 538,895 | 13, 035, 000 

Adjustment in obligations of prior years —10, 236 | | 

Obligated balance carried to certified claims account —336 | 

Obligated balance carried forward__...............-..-------. -| 1,038,895 | —1, 035, 000; —1, 080, 000 





Total expenditures 11, 964, 497 il, 508, 895 | 11, 955, 000 


Expenditures are distributed as follows: 
Out of current authorizations. ...........................- 10, 896,358 | 10, 465, 000 10, 920, 000 
CUS CD DENT MIGOTINNTIONG... 5 oo ann os eee c cen cnae 1, 068, 139 1, 038, 895 | 1, 035, 000 


Mr. Preston. The next item we will take up is the Patent Office. 
This item is found on page 117 of the committee print and page 904 
of the justifications. We will insert in the record at this point pages 
904 and 905 of the justifications. 

(The matter referred to is as follows:) 


Summary of requirements 


\ppropriation, 1955. __- seh dds aa seeing saiacetaesa eae teeter acai $11, 500, 000 
Net difference, 1956 over 1955: 


ae Difference, 
By activity ables chide 
1955 esti- | 1956 esti- | (+) or de- 
mate mate crease (—) 


Administration of patent and trade-mark system _ $8, 982, 800 | $9, 029, 500 +$46, 700 
Printing and publication of patent and trade-m: ark 

material. _.__. _.| 2,000, 000 2, 450, 000 | +450, 000 
Executive direction and administrative services ____| 517, 200 520, 500 | +3, 300 


Total requirements. .........-..-.......--.----| 11, 500, 000 12, 000, 000 | 4-500, 000 +500, 000 


Total estimate of appropriation, 1956... __- aia ddan tas atari : ‘ 12, 000, 000 








| | | | | | | 

| 000 ‘000 ‘ZT | 009 ‘T | 089 ‘T 000 ‘00¢ ‘TT | 009‘ | 089 ‘T £6 ‘E86 ‘IT | 199 ‘T | SZ, 
| 000 ‘088% |-~- 000 ‘sz¥ ‘Zz | | --=-| 169 ‘g2z ‘3 | ee “sqaafqo 10410 
| 000 ‘OZT “6$ | | 000 ‘E20 ‘6$ | 009 ‘T 099 ‘T | Sh ‘Sor ‘6s (quouButsed) sao, Aios [BUOSIOd 
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Mr. Preston. The request is in the amount of $12 million for the 
fiscal year 1956 as against the current fiscal year amount of $11,500,- 
000, or an increase of $500,000. 

Mr. Commissioner, I think we can save some time on this item by 
stating that there are some members of this committee who have 
expressed to me privately the feeling that we have got to get this 
patent backlog current if possible. __ 

There is only one issue involved before the committee today and 
that is how much money we are going to give you. I do not think 
it is a question of fees necessarily; however, if any member wants to 
go into that, it is agreeable. 


GENERAL STATEMENT 


I think that we should file your statement in the record and go 
directly into the question of money and how much, if we are going 
to solve this matter. Is that agreeable? 

Mr. Watson. That is agreeable. 

(The statement referred to is as follows:) 


STATEMENT OF RoBERT C. Watson, CoMMISSIONER OF PATENTS, RELATING TO 
THE 1956 BupGET FoR THE PaTENT OFFICE 


The American patent system is serving the Nation well by encouraging that 
expansion of industry which must take place if we are to sustain the world’s 
highest standard of living. 


INCREASED INVENTIVE ACTIVITY 


Increased inventive activity in the American economy is evidenced by the 
filing of over 75,000 applications for patent during fiscal year 1954. This exceeds 
by 20 percent the average annual receipts for the preceding 20-year period. 
Applications continue to be filed at this rate and it must be estimated that 
75,000 applications will be received in fiscal year 1956. This increased inventive 
activity is particularly encouraging at this critical time in view of the Nation’s 
need for a healthy and expanding economy which can provide a high standard 
of living in time of peace and an adequate production base in time of national 
emergency. 


EFFORTS OF THE PATENT OFFICE TO KEEP ABREAST OF INCREASED INVENTIVE 
ACTIVITY 


The Patent Office has devoted all possible resources, within the limitations of 
its appropriations, to the examination of the mass of patent app'ications. For 
example, in order to avoid the forced separation of a considerable number of 
experienced examiners, the examination procedure was modified for a period of 
time and other measures were instituted in order to defer from fiscal year 1955 
the cost of printing about 8,000 patents. In addition, a high-'evel continuous 
review of all operations has been conducted in order to achieve a!l possib'e econ- 
omies within the Office so that resources which are not absolutely needed e'se- 
where in the operations can ve devoted directly to the examining task. Despite 
intensive efforts to use with maximum efficiency the funds which the Congress 
has provided, it has not been possible to dispose of app'ications at the rate at 
which they have been received, and the total number pending before the Office 
has been steadily increasing. 
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1956 PROGRAM 


The requested appropriation of $12 million will allow the Patent Office to 
maintain its operations at substantially the same level in fiscal 1956 as is possible 
during the current year. It is expected to provide for the disposal of 60,000 
patent applications, as compared with the estimated intake of 75,000. This 
means that 15,009 applications will be added to the oppressive backlog of 210,000 
expected at the end of fiscal year 1955. In other words, 20 percent of the budget 
year’s receipts must be deferred to future years. In order to provide for the 
disposal of 75,000 applications, and thus to keep pace with our current intake of 
new work, about 150 additional examiners would be needed. 

Although the estimate for 1956 represents an increase of $500,000 over the 
appropriation for the current year, $450,000 of this amount will be needed to 
provide adecuately for printing costs associated with an increased number of 
patents which will be issued within the statutory limits applicable. Measures 
have been employed during the current year to defer such costs to the maximum 
practicable extent in order to retain trained and experienced examiners in which 
the Government has considerable investment. The remaining $50,000 must be 
used to pay for statutory salary increases and the employee-insurance program. 


PUBLIC INTEREST IN PROMPT ACTION 


The Patent Office serves at once inventors, industry, business, and the public 
generally. The American patent system provides an opportunity for the inventor 
to profit from his creative activities. For industry and business it stimulates the 
creation and development of new products and processes. It affords protection 
to individuals and small businesses during the formative period of new enterprises. 
It safeguards the very substantial investments of American industry in long-range 
technological research and development. However, the American public is the 
chief beneficiary through increased opportunity for employment in an expanding 
economy, and through the availability of new and improved products which con- 
tribute to the highest standard of living of any nation. 

The public has a special interest in the prompt issuance of patents so that 
technological advancements and the founding of new industries will not be delayed 
or discouraged entirely because of uncertainty as to what degree of patent protec- 
tion will be afforded. Small-business enterprises and new business enterprises 
particularly need the protection provided by patents in order to compete with 
larger and longer established businesses. Establishment of many new businesses 
is necessary for the maintenance of a flexible and vigorous economy. 

With an oppressive accumulation of applications pending disposal, the Office 
is able to satisfy only to a limited extent the publie interest in prompt action in 
the granting of patents. Under certain circumstances, which must be certainly 
established to the satisfaction of the Office in the interest of fair and equal treat- 
ment to all applicants, an application may be taken up for examination before it 
would normally be reached but, in general, they are examined in the order in 
which received. 

Patentees who have received patents as a result of such special consideration are 
required to report to the Office those facts which would show tangible effects upon 
the economy of the issuance of the patents which they have thus obtained. Other- 
wise the Office obtains but little information as to the commercial success of any 
patented invention, A sampling of reports filed by inventors who have been given 
preferential treatment shows investments per patent of from $200,000 to $2,500,- 
000, with employment ranging from 10 or 12 persons up to 150 persons for each 
enterprise initiated, in the early period of commercialization, generally based upon 
periods of activity less than a vear from date of the patent grant. Naturally, as 
the backlog of applications increases, the Office is subjected to ever greater 
pressure for preferential action, which is symptomatic of the need for applicants to 
ascertain as soon as possible what action will be taken upon their applications by 
the Office. 

INCREASED COMPLEXITY OF PATENT EXAMINATION 


The average amount of time required to dispose of patent applications has 
steadily increased over the years. The examiner must now spend twice the time 
to dispose of an application that was necessary 50 years ago. Since 1910 the 
number of United States patents has increased over 175 percent and the number of 
pages in the average printed patent has increased almost 100 percent. 

The problem of how to deal with this increased complexity has been considered 
by the Congress and the Department of Commerce as well as by the Patent Office. 





93 


In its report on the Department of Commerce appropriation bill, 1955, the Senate. 
Committee on Appropriations directed the Department to “make an aggressive 
and thorough investigation as to the possibility of mechanizing the searching 
operations * * *.’’ Secretary Weeks subsequently appointed a committee of 
recognized experts headed by Dr. Vannevar Bush to examine the problem and 
make recommendations for action. The committee completed its work in 
December 1954 and made the important finding, with respect to the search task 
involved in the examination process, that ‘‘no existing device nor system is capable 
of serving the specific and unusual requirements of the Patent Office.’”” However, 
the committee was optimistic as to new developments in the field which offer 
promise for the practical application of machine methods to the search problem. 
The committee also strongly recommended that the reclassification of patents be 
accelerated, which effort would go hand in hand with the long-term mechanization 
program. One of the most important findings of the committee is expressed in 
these words: 

“The Nation cannot afford a moratorium on Patent Office operations while 
the decisions are made, the system established, the information encoded, and the 
machines built and installed. Therefore, the regular work of the Office, including 
the serious problem of reclassification, must go forward simultaneously with 
aggressive experimentation and development.”’ 

Inasmuch as the regular 1956 estimates were developed prior to receipt of the 
committee’s report, no provision is made in the estimate of $12 million to carry out 
its recommendations and to take into account its important findings. At the 
present time detailed plans are being formulated for this purpose, with a view to 
proceeding as soon as funds can be made available. Related budgetary proposals 
will be supplemental to the request of $12 million here presented for your 
consideration. 

INCOME FROM FEES 


Income from fees was $6,054,792 in fiscal year 1954 and is estimated on the 
basis of existing statutes to be $5, 800,000 in 1955 and $6 million in 1956, which 
revenue represents about 50 percent cost recovery. Late in the last session of 
Congress bills were introduced to increase most of the statutory fees (H. R. 9794 
and 8. 3738). It is anticipated that similar legislative proposals will be considered 
by the Congress in this session. If enacted, such legislation will increase income 
from Patent Office fees by more than $3 million annually. Income from fees 
does not accrue to the direct benefit of the Patent Office, since amounts received 
are deposited to the credit of miscellaneous receipts of the Treasury as general 
fund revenue. Operating funds for the Patent Office are provided only through 
appropriation by the Congress. 


Mr. Preston. We will, of course, read your statement between now 
and the time that we mark up the bill. 


ADDITIONAL REQUIREMENTS TO REDUCE BACKLOG OF PATENT 
APPLICATIONS 


Have you given some thought to the matter of how much money, 
in addition to what is requested here, it will take to employ people and 
train them and get them in a position to attack this backlog? 

Mr. Watson. We have indeed. 

Mr. Preston. What is that amount? 

Mr. Watson. In the amount of $15 million for a full-scale operation 
beginning in the year 1957, and in the amount of $14 million for the 
next year, 1956. 

Mr. Preston. And that would employ how many additional patent 
examiners? 

Mr. Watson. That would enable us to employ 300 additional 
patent examiners. 

Mr. Preston. Do you have a breakdown of the $14 million item? 

Mr. Watson. No. We have no actual breakdown. 

I have a statement here which expresses our reasonable expectations 
for increasing the size of the examining corps during the fiscal year 1956 
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assuming availability of sufficient funds in which we have planned, as 
carefully as we can, a program to augment the examining staff in the 
amount of 300 men. I can read that if you wish. 

Mr. Preston. Will you let me see the statement, please? We will 
insert the statement referred to by the Commissioner in the record at 
this point. 

(The statement referred to is as follows:) 










REASONABLE EXPECTATION FOR INCREASING THE SIZE OF THE EXAMINING Corps 
Durina Fiscat 1956, ASSUMING THE AVAILABILITY OF SUFFICIENT FUNDS 





(a) Present efforts to recruit will have the effect of increasing the staff to the 
budgetary limit during the remainder of fiscal 1955—i. e., staff on June 30, 1955, 
will be 640 examiner assistants. 

(b) Assuming that the standards of admissibility are relaxed as follows: 

(1) Written examination to be dispensed with. 

(2) Proposed patent examiner training agreement will be approved by the 
Civil Service Commission. 

This program contemplates employment of college graduates whose 
degrees are of the nonengineering type but include, as studies, 12 hours 
of physics, chemistry, or engineering. For example, the holder of a 
degree in law, education, mathematics, economics, etc., would be eligible 
for appointment at the entering salary of $3,410, and would be considered 
to be a trainee and thus have permanent status. However, unless such 
trainee, while a member of the Patent Office staff, comp'etes a college 
major study in physics or chemistry or general engineering subject, he 
would be considered to be ineligible for subsequent promotion beyond 
grade GS-11. 

(3) Plan for summer employment of engineering students will he approved 
by Civil Service Commission. This employment on temporary basis is 
expected to lead to a certain percentage of permanent employment. 

(4) Relaxation of other requirements which exceed minimum civil-service 
standards. 

(a) Giving full credit to those who receive degrees in applied science, 
industrial management, industrial arts, etc., these degrees to be con- 
sidered to be the equivalents of full engineering degrees. 

(c) Expected increases in size of staff if these stan’ ares are thus relaxed: 

(1) For the Ist quarter (July-August-Septemher) of 1956, at or near the 
beginning of this quarter, increase of 125; at end of quarter total=640+ 125= 
765. 

(2) During the 2d quarter (Octoher-November-December) increase of 

25; total staff Curing quarter averaging 790. 

(3) 34 quarter (January-Fehruary-March),. Increase of 75 at or near the 
beginning of 3d quarter; total staff Curing quarter, averages, 865. 

(4) 4th quarter (April-May-June). Increase of 75 at or near the begin- 
ning of the 4th quarter; total examiner assistants at end of year will then be 
940, an increase of 300 examiners during the year. 

Man-years of work thus made available during 1956: 

(1) Ist quarter, 125 man-years; (2) 2d quarter, 18 man-vears; (3) 3d 
quarter, 38 man-years; (4) 4th quarter, 19 man-years. Cost, 200 man-years, 
$2 million. 

Beginning of year, 640; end of year, 940. 














































FISCAL YEAR 1956 





OF THIS STAFF INCREASE DURING 





PRODUCTION 





EFFECT ON 





We now have a seasoned staff of 600 examiner assistants and 72 in the super- 
visory group, comprising chiefs, supervisors, and executive examiner. The addi- 
tion of 300 new examiners would naturally lower the average output per examiner 
on an officewide basis, while the new examiners were undergoing instruction. It 
is contemplated also that a substantial number of seasoned examiners will be 
transferred to the classification effort. Nevertheless it is hoped and believed that 
the examining effort of the staff will have the effect, at least during the closing 
months of 1956, of increasing the rate at which applications are being disposed of 
to such extent that it exceeds the rate at which they are being received. 

If this augmented staff of 940 examiner assistants is maintained during fiscal 
1957, with 825 engaged in the examining operation and a total of 92 assigned to 
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classification, 10 to the pilot operation and 2 to the Research and Planning Unit, 
we would expect to reduce the backlog by about 3,000 applications and to have 
made a good start upon our major classification effort. 


CcOsT 


(1) This would cost in 1956 $2 million in addition to the $12 million proposed. 

(2) To carry this staff through 1957 budget year would require an appropriation 
of about $15 million. 

Mr. Preston. How long do you anticipate it will take to train the 
men and have them ready to go to work on the backlog? 

Mr. Watson. We cannot get them in all at one time. 

We have a definite schedule here which we think is feasible. For 
the first quarter of 1956 we would increase our staff by 125 examiners. 

During the second quarter; October, November, and December, 
by 25. 

During the third quarter, by 75, and during the fourth quarter by 
75, making a total of 940 at the end of the fiscal year 1956, and we 
have presently 640 authorized by this year’s budget. 

Mr. Preston. An increase of 300. What is your current bac klog? 

Mr. Warson. The current backlog is 216,266 pending applications. 

Mr. Yates. How many? 

Mr. Watson. 216,266 as of the end of March. 

Mr. Preston. How many applications can all of your people 
examine per year, on the average? 

Mr. Watson. We calculate that each examiner can dispose of 
around 100 applications a year, roughly, so that would be 60,000 
disposals. 

Mr. Preston. Under your present employment level? 

Mr. Watson. Yes. Because of certain peculiarities of operation 
during the past year there will be fewer disposals during this year. 
Probably about 52,000 or 53,000. 

Mr. Preston. That would be increased under the additional 
employees, if they are given, to a point of 90,000 annually, would 
it not? 

Mr. Watson. Yes. Well, it is not quite as simple as that because 
the efficiency of new employees is not as great as experienced ones. 

Mr. Preston. How many applications are you receiving annually? 

Mr. Watson. We are receiving annually 75,000 and this year I 
imagine it will be 77,000 or more. 

Mr. Preston. At that rate we would not be able to do anything to 
the backlog, would we? 

Mr. Watson. If we increase 300 men during the fiscal year 1956 we 
hope and believe by the end of that year we will be doing better than 
keeping even with the inflow of work, but we will not be able to 
appreciably decrease the backlog from its present high level without 
a still further increase of men in the following fiscal year. 

Mr. Tuomas. It will take you 7 years to catch up with your backlog 
according to that figure? 

Mr. Warson. That is right. 

Mr. Preston. Mr. Thomas raises the question: Why can not you 
put more people to work and get the backlog out of the way? 

Mr. Warson. It is just not a question ” of manpower. The staff 
which we presently have in the Patent Office is in my opinion doing a 
very excellent job of examination, and we are doing everything possible 
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by simplification of our procedures, by economies in other endeavors, 
to employ as many as we can and to encourage those we have to the 
utmost effort. 

Mr. Tuomas. Mr. Commissioner, this group has seen most of the 
regulatory agencies—the Federal Communications Commission, 
the Interstate Commerce Commission, the Patent Office—and it is 
hardly feasible that any regulatory agency of the Government that 
must issue a certificate, a piece of paper before a person can go into 
business, should keep him waiting 12 months, 36 months, or 4 years. 

How long does it take from the time a patent is filed, an appli- 
cation filed with your Office, until it is wound up and he gets his 
paper—2 years or 3 years? Your justification says four, as well as I 
remember. 

Mr. Watson. It takes on the average now about 3 years and 7 
months. 

Mr. Tuomas. What are the qualifications of your patent attorneys? 
Are they young college graduates right out of law school? 

Mr. Watson. They are not out of law school. They are out of 
engineering colleges. 

Mr. Tuomas. Are they mainly engineers? Are they lawyers or a 
combination of lawyer and engineer? 

Mr. Watson. When they come into the Patent Office at the lower 
grades they are engineers. As they approach the higher grades and 
become more mature 

Mr. Tuomas. As the m manpower is available, you can open up your 
own school within your own Patent Office and have your classes, but 
is the trained manpower available to you? 

Mr. Watson. There will be need to secure relaxation in the rules 
presently applied by the Civil Service Commission to the employees 
whom we take in as we can get them into the Patent Office. On the 
memorandum which I submitted there are listed a number of those 
relaxations. 

Mr. Tuomas. Is there a little legislation—and we will call it that for 
lack of better words—that needs to go into this bill to get your office 
current with this backlog? 

Mr. Watson. I think that there is no legislation required. 

Mr. Tuomas. The waiving of civil-service regulations? 

Mr. Warson. I think that that has already been largely agreed to 
by the Civil Service Commission with whom we have been having 
conversations. 

PATENT FEES 


Mr. Tuomas. You are collecting about $6,500,000 in fees. Is 
there any good reason why these applicants should not pay the cost of 
issuing these certificates? 

Mr. Watson. Do you mean the full cost of recovery for the patent 
operations? 

Mr. Tuomas. Yes. 

Mr. Watson. Well, I can say that prior to becoming Commissioner 
of Patents I practiced law in Washington for many years and during 
more than half of that time the Patent Office was on a full cost recovery 
basis and no one thought anything of it, however—— 

Mr. Tuomas. Of course not. They would be glad to pay for it. 
Will you supply for the committee some appropriate language to 
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cover the cost and give yourself plenty of latitude in your own 
language. 

Mr. Preston. You are speaking for yourself on this now, Mr. 
Thomas, I suppose. 

Mr. Tuomas. Yes. 

Mr. Watson. Are you asking me for a statement of my views? 

Mr. Tuomas. No. I want language which would give you author- 
ity to cover the cost of the patents. 

Mr. Watson. We have submitted to the Congress a proposal for 
raising our fees. A fee bill is presently pending which would result 
in an increase of recovery to about three-fourths of the cost of opera- 
tion on a $12 million cost basis. That is H. R. 4983. 

Mr. Tuomas. How long is the bill? 

Mr. Watson. The bill is five and a quarter pages long. 

Mr. Tuomas. I imagine that you could do it in about 50 words or 
less. 

Mr. Watson. The bill, I understand, will come up for a hearing 
along in June. 

Mr. THomas. You are having one hearing now. I say 50 words 
might be sufficient. Can you prepare a little simple language for the 
consideration of this group here that would give to the Commissioner 
of Patents authority to charge fees commensurate with the cost of 
issuing the patents? 

Mr. Watson. Well, as a matter of language casting, that would 
indeed be very simple. I think that it would not be very popular, 
however, on the outside. 

Mr. Tuomas. We are not talking about that. I have no further 
questions. 

Mr. Preston. Of course, I would be glad to receive this paper, 
but personally I am not interested in including it in this bill. I do 
not know what the committee will do. We may have a different idea 
about it. I am opposed to this concept that Federal service agencies 
must pay their own way. I do not agree with it in the Post Office 
Department and I do not agree with it in the Patent Office. The 
American taxpayer pays enough taxes to receive some services from 
the Government without being charged for everything the Govern- 
ment does for him. 

Mr. Tuomas. This is the patentee that is getting the benefit. 

Mr. Preston. But the American public is the beneficiary of all 
the great patents filed during the year. That is the thing that has 
made America great and strong and produced the incentive to expand. 
It is something that we cannot tamper with. 

Now, the little inventor is going to be forgotten in the whole deal, 
the fellow who works in a machine shop for $40 or $50 a week and 
comes up with a gadget that he wants to patent. 

Mr. Tuomas. A lot of them are millionaires now. 

Mr. Preston. He has to get someone around town to pay the 
cost and cut him in on 50 percent of the deal to get the patent. The 
little fellow must be protected. I know that the Patent Office serves 
generally big people. General Electric alone could pick up the check, 
and other large corporations, but we must take into account the 
as inventor who has meant so much to this country and produced 
things. 
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ADDITIONAL REQUIREMENTS TO REDUCE BACKLOG 


Mr. Fioop. The thing that concerns me about a patent is that the 
public does not want to wait 4 yours to get one. I want you to pick 
up the backlog you now have and assure me it will take me only a 
reasonable period of time thereafter to get a patent when a man 
wants anew one. Those are the questions here. What is the matter 
with the backlog? How long is it going to take you to clean it up 
and how long do I have to wait for a patent? 

Mr. Preston. I think that we have pretty well established that. 

Mr. FLtoop. Not to me. How much money did you ask for? 
Are these the questions you are concerned with that I just raised? 

Mr. Watson. Am I at liberty to ask for any amount? 

Mr. Froop. Why not? 

Mr. Yates. Witbin reason. 

Mr. FLtoop. Who do you ask for your money? You are the Com- 
missioner of Patents. Whom do you go to with your hat in your 
hand and say, “‘Give me X dollars’’? 

Mr. Watson. We present our initial request to the Secretary of 
Commerce. 

Mr. Yates. How mucb did you ask him for? 

Mr. Watson. I asked for $15 million. 

Mr. FLtoop. How much did you get from him? 

Mr. Watson. He recommended $12 million to the Bureau of the 
Budget, as I understand it, and the Budget Bureau bas recommended 
$12 million to the Congress. 

Mr. FLoop. So you are in here asking for $12 million? 

Mr. Watson. Yes. 

Mr. Fioop. And you think that you need $15 million? 

Mr. Watson. Well, you have extracted that information from me. 
I really believe we need $15 million and perhaps eventually more 
than that. 

Mr. Fuioop. Before we get to the “more than that’ what are we 
going to buy if and when you get $15 million? What are we buying 
for that? That is what you asked for first. 

Mr. Watson. You will not be buying all that you want. On the 
basis of a $15 million appropriation we will probably be able to reduce 
this backlog which is presently 216,000 applications by about 3,000 
the first year. 

Now, it will require another 100 examiners to make an appreciable 
inroad on the backlog to get it down to what we think is a desirable 
condition; namely, 100,000 pending applications, within a reasonable 
time, allowing 100 disposals a year for each examiner. ‘That would be 
10,000 off the backlog each year, which would bring us down to a nor- 
mal operation in about 10 years. 

Mr. Fioop. Let us get back to where I started. You asked the 
Secretary for $15 million. Now you come here and say that you want 
$15 million. You apparently have not changed your mind. 

Mr. Watson. No. 

Mr. Fioop. You still like $15 million if you can get it. What dol 
get for $15 million? 

Mr. Watson. You would get a backlog reduction down to a reason- 
able operating level and you would then, we hope and believe, receive 
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a letter in answer to your inquiry, or to your presentation, when you 
take it to the Patent Office, within about 3 or 4 months. 

Mr. Fioop. And what do we get for $12 million? 

Mr. Watson. For $12 million we will not be able to hire any addi- 
tional examiners. 

Mr. Fioop. So what does that mean? 

Mr. Watson. That means that the backlog will continue to build 
up. 
hey. Fioop. So if anything has to be done about the backlog, if 
there is to be any guaranty of expediting a reduction of the patent 
applications, $12 million is not going to do anything; is that it? 

Mr. Watson. $12 million will not enable us to hire additional 
examiner-assistants. 

Mr. Fioop. The answer to my question is—it will not? 

Mr. Warson. It will not. 

Mr. Miuier. You were talking about these added examiners. 
Would they come in under the $12 million or the $15 million, or both? 

Mr. Watson. They would come in under the $15 million. 

Mr. Preston. Mr. Yates, do you have any questions? 


PATENT FEES 


Mr. Yates. Mr. Commissioner, the chairman began to ask you 
what your opinion was on the question as to whether or not the Patent 
Office should charge a sufficient amount in fees to place the Patent 
Office on a reasonably current basis with respect to its operations, or 
whether or not the amount necessary should be received in the form 
of taxes. Do you have such an opinion? 

Mr. Watson. Yes, I have an opinion. 

Mr. Yates. What is your opinion? 

Mr. Watson. The fee bill which is now pending in the Congress 
and which calls for an increase of about $3 million in income represents 
to my way of thinking the utmost that the applicant should be re- 
quired to pay at this time. Previously I have explained to you that 
during most of my active practice the Patent Office was on a self- 
sustaining basis and nobody took note of it, but I think that, since then, 
something has been added in the shape of heavy taxation which takes 
a large portion of the income of each possible inventor into the Public 
Treasury in another way. 

Mr. Tuomas. Is he different from anyone else? 

Mr. Watson. Not too much, but nevertheless, there is one thing 
that we should safeguard against all eventualities, and that is the 
ability of the small inventor and the small business corporation to 
file applications for patents. Nothing should be done to decrease 
the ability of the casual inventor. around the country, or small 
businessman, to file his patent applications and secure his patents. 

Mr. Yates. You just stated you thought, as I understood your 
testimony, that’the amount of fees should be increased to produce 
an additional $3 million in revenue. 

Mr. Watson. I support that bill which provides for an increase 
of $10 in the filing fee, from $30 to $40, which I think is within reason. 

Mr. Yates. And that will provide an additional $3 million per year? 

Mr. Watson. No. 
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Mr. Yates. How much will that increase provide? 

Mr. Watson. In conjunction with other fees it will provide the 
$3 million. We propose, according to the bill, to raise the final fee 
from $30 to $50, and then we propose to charge an additional fee 
based upon the number of claims which are presented by the applicant. 

You understand the patent applications which we receive vary 
widely in their character. Some are single page and others are over 
1,000 pages with three or four hundred sheets of drawings. We pro- 
pose to impose a fee which will more heavily charge the one who files 
an application of large size which, of course, entails a great deal of 
additional examining work. 

Mr. Yates. How much will the increase that you said you favored 
increase your revenue? 

Mr. Watson. The total, about $3 million. 

Mr. Yarss. That is the total of the fee bill, is it not? 

Mr. Warson. Yes, the whole fee bill. 

Mr. Yarrs. And you recommend that? 

Mr. Watson. Yes. I support that bill. 

Mr. Yares. Do you have the power now to place those increases 
in fees into effect without the authority of that bill? 

Mr. Watson. No, I do not. 


WORKLOAD 


Mr. Yates. How many examiners do you have in the Patent Office 
now? 

Mr. Watson. About 601 examiner-assistants. In addition to them 
there are certain supervisory examiners, about 72 of them. 

Mr. Yares. So there are 673 people in all who do the examining on 
patents? 

Mr. Watson. Yes. The 601 are known as examiner-assistants, 
and they are the examiners who do the routine examination. 

Mr. Yates. Was your average of 100 examinations per examiner 
per year predicated on each of these 673 working? 

Mr. Watson. No, on the 601. 

Mr. Yarss. So, using the average you did, you can take care of 
approximately 60,000 applications per year. 

Mr. Watson. They should, approximately so. 

Mr. Preston. We have gone over that already, Mr. Yates. Every 
bit of that is in the record. 

Mr. Yatrs. Yes. I am leading up to something. 

Will there be a deficit, or an increasing backlog based upon your 
current figure of 75,000? 

Mr. Watson. Yes. At our current rate of operation 15,000 will be 
added to the backlog. 


BUDGET REQUESTS OF PATENT OFFICE FOR 1955 AND 1956 


Mr. Yates. Mr. Watson, did you ask for a supplemental appro- 
priation in order to take care of this backlog? 

Mr. Watson. No. There has been no supplemental request. 
There was an original request. 

Mr. Yares. Did you make a request to take care of the backlog 
for the fiscal year 1955 rather than 1956? How much did you ask 
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for in the fiscal year 1955? I notice that you received $11,500,000. 
How much did you ask for at that time to take care of the operations 
of your agency? 

Mr. Warson. I think that was slightly over $13 million if my 
recollection is correct. 

Mr. Yates. That was the amount that you asked for of the Secre- 
tary of Commerce? 

Mr. Watson. My recollection fails me there. I will ask my 
budget officer. 

Mr. Ex.is. I would have to furnish that for the record. 

(The information is as follows:) 


The amount requested was $12,080,000. 


Mr. Wiutiams. May I make a brief statement at the proper time? 

Mr. Yates. I would like to finish my examination before you make 
any statement. 

Mr. Wiuuiams. Certainly. 

Mr. Yates. What is considered as normal operation of the Patent 
Office; when you have a backlog of how many patents? 

Mr. Watson. When I became Commissioner the theory had been 
developed there that if the Patent Office had about 100,000 pending 
patent applications and a staff of approximately 700, that would be 
the ideal situation because within a period of 3 or 4 months after you 
filed your application you would have the answer from the Patent 
Office, or within an equal period of time after filing an argument you 
would have your reply. I have accepted that. That is what we 
currently consider the ideal toward which we are working. 

Mr. Yates. How long will it take you to reach that ideal if you 
receive $15 million? 

Mr. Watson. Well, we have pending now 216,000 applications. If 
we reduce them at the rate of 10,000 applications a year, which was 
the rate at which the backlog was being reduced up until May of 1953, 
it would take us about 11 years. Do each of you have the chart? 

Mr. Yarss. I have not seen the chart. 

Mr. Watson. It gives you the situation in a nutshell. 


TREND IN NUMBER OF PATENT APPLICATIONS FILED 


It would perhaps be appropriate for me to say at this time in honor 
of those who have the problem of establishing proper budgetary re- 
quests for the Patent Office that the condition has recently changed. 
By that I mean in the year 1953. Prior to that, and for a period of 
6 years, there was a decreasing rate of filing applications, year by 
vear. For instance, in the year 1946—and this appears in the solid 
line on the chart—some 78,000 applications were filed and from then 
on until 1952, with the exception of 1 year, there was a smaller 
amount filed each year than the year before, so in 1952 some 60,000 
applications were filed. At that time the patent lawyers were some- 
what concerned with that situation; namely, the steady decrease in 
the patronage of the Patent Office and the indications were rather 
ominous that invention was falling off in this country, or for some 
unknown reason, perhaps the invalidating of patents on a large scale 
by the courts, the patent system was not performing the functions for 
which it was intended; it was becoming less popular. 
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In May of 1953 the tide changed and more and more applications 
have been filed, as you can readily see by reference to the chart. The 
curve has been going steadily upward since about that time and it con- 
tinues to climb, which is very encouraging. We want it that way. 
That indicates increasing participation by the public in the patent 
system and this is no time to have the public discouraged. We think 
that is highly to be desired, and our only apprehension in the Patent 
Office is that the backlog will become so large as to become unwieldy 
and the delays will become so great that inefficiency will result. 

Mr. Yates. Patent attorneys who are friends of mine have told me 
they think a reasonable time for clearing a patent is approximately 2 
years. Do you agree with that statement. 

Mr. Watson. That would be highly desirable period; ves. 

Mr. Yates. And that this has been considered to be the usual 
period it has taken to obtain a patent, up to the time the Patent 
Office felt it began to run into this huge backlog; is that correct? 

Mr. Watson. I do not have the statistics to give you year to year 
all the way back, but I can remember seeing a copy of my first patent 
the other day, which I obtained in about 1915 in a period of 1 year, and 
that to a youngster would be an important help to him. 

Mr. Yates. And a big help to American industry. 

Mr. Warson. It would. 


ADVISORY COMMITTEE ON APPLICATION OF MACHINES TO PATENT 
OFFICE OPERATIONS 


Mr. Yarrs. The statement by Secretary Weeks yesterday indi- 
cated that he looked to the use of mechanical equipment as a means 


of speeding up the work of the Patent Office. I assume that this 
refers to IBM machines, or some similar operation. Do you have 
any comment on that statement? 

Mr. Watson. Yes. We are endeavoring to implement the recom- 
mendations of the Vannevar Bush Committee to the best of our 
ability right nov, even on the funds that we presently have available. 

Mr. Yates. When you say the recommendations of the Bush Com- 
mittee, was this Committee established to seek to promote greater 
efficiency in the Patent Office? 

Mr. Watson. It was. It was established by Secretary Weeks and 
Dr. Vannevar Bush was the Chairman. It contained other eminent 
men and it went into the patent operations rather carefully. 

Mr. Yarrs. What were its recommendations? 

Mr. Watson. I have a copy of the booklet right here before me, 
and it is shown here the principal recommendations were these: 

First, put machine searching of compositions of matter on an 
operational basis, meaning by composition of matters patents and 
other disclosures in this field. 

Second, the reclassification of patents should be accelerated, meaning 
by that the normal reclassification of our 2,700,000 patents issued in 
this country so far. 

Third, that a research and development unit should be established 
in the Patent Office, and we have already established such a unit. 

The fourth recommendation, that the Bureau of Standards and the 
Patent Office should undertake a joint program to develop machines 
and techniques to be specifically adapted to Patent Office operations, 
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and I only a few days ago signed an agreement with Mr. Astin of the 
Bureau of Standards looking to that end. 

Mr. Preston. I have to attend a conference on a supplemental 
appropriation bill. Mr. Rooney and Mr. Clevenger are also on the 
conference committee. I will ask Mr. Thomas to assume the chair 
and continue with the patent hearing. 

Mr. Bow. May I suggest that there is a Republican conference 
that will be held after the adjournment of the House? I assume that 
the Republican Members will want to go to that. 

Mr. Preston. If there is no Republican member present we will, 
of course, adjourn the committee. 

Mr. Bow. I have no questions. 

Mr. Mutter. I would like to ask this, Mr. Commissioner: 

You spoke of a research and development search. I am ignorant 
on the subject. With regard to the research and development setup 
that you have there now, how does it function? It is research and 
development in what way? Is it with regard to patents that would 
be applicable to research and development, or research and develop- 
ment for methods for your department? 

Mr. Warson. Methods only in our Patent Office and there only 
in certain respects. The most important one is that of investigating 
the subject of the possibility of mechanical searching. We have now 
7 million documents which a patent examiner is supposed to search 
to ascertain whether any application submitted discloses novel sub- 
ject matter. Fifty percent of the examiner’s time is spent on that 
search, and the rest of it in other ways. If we could reduce the 50 
percent of time which the examiner spends in his search, we would 
greatly increase the efficiency of the examiners in their daily work, so 
that is what we are endeavoring to do at this time. 

Mr. Miter. It is research and development for methods for use 
in your shop? 

Mr. Watson. That is it exactly. We are doing other things, too, 
looking toward an increase in the efficiency of the operations, but that 
is the principal one. 

Mr. Tuomas. That is commendable. 

Mr. Under Secretary, do you have a statement to make? 

Mr. Wiuuiams. Part of what I wanted to say has been covered in 
the discussion that has ensued here, but I think there is a little in the 
way of clarification that I might add. 

1 think it may have been left unclear as to why the Commissioner of 
Patents is expressing his need for $15 million and his request of the 
Secretary for that amount and then the amount being cut to $12 
million. 

Actually here is what happened: We are all very, very mindful of 
the needs of the Patent Office. We are mindful of the importance of 
an efficient up-to-date Patent Office. This Vannevar Bush Committee 
was appointed, as I recall, about a year ago. It took them a while to 
come in with their findings. 

Mr. Tuomas. Which was a segment of the Hoover Commission? 

Mr. Wiuurams. No. This was a completely separate commission 
for this purpose, just to examine the Patent Office. 

Mr. Tuomas. I said a segment. 

Mr. WiuuraMs. It may be related in general purpose, but it is a 
completely separate thing. It has nothing to do with any other body. 
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In the meantime, the figures had to’be put together for submission 
to the Bureau of the Budget. It was hoped that the findings of this 
Bush committee might lead to more immediate benefits and promise 
so the original budget was sent in on the $12 million basis. 

Now the findings of the Bush committee have come in and in answer 
to the question by Congressman Yates a few moments ago, these 
recommendations were read, or at least read in part. Actually, there 
are five recommendations, and I think it might be in order to have 
them inserted in the record at this point. 

Mr. THomas. Summarize them right quick again. 

Mr. Wiuurams. No. 1. The Patent Office sheuld put in machine 
searching on composition of matter on an operational basis. 

Mr. Tuomas. How long will it take you to do that, to follow out 
recommendation No. 1? 

Mr. Wittrams. May I give you the five? 

Mr. Tuomas. You can answer for 1 quicker than you can for 5. 
How long will it take them to do that? We have seen Dr. Bush’s 
committees before and we have seen the Hoover Commission before. 
You could not possibly follow out recommendation No. 1 under 2 or 3 
years. 

What is recommendation No. 2? 

Mr. Witurams. The reclassification of patents should be accelerated. 

Mr. THomas. That is a desirable thing. Who is going to do it? 
oo cannot pick that out of thin air. It will take manpower to do 
that. 

Mr. WituraMms. I agree with that. 

Mr. THomas. You are 4 years behind now. 

Mr. Witu1amMs. Recommendation No. 3, a Research and develop- 
ment unit should be established in the Patent Office. That should 
be done. What they come up with remains to be seen. 

No. 4, the National Bureau of Standards and the Patent Office 
should undertake a joint program and develop machines and tech- 
niques specifically adapted to the Patent Office’s operations. 

Mr. Tuomas. How long is that going to take? 

Mr. Wiuu1aMs. That is again problematical but it will take some 
time. 

Mr. Tuomas. There is no answer to it other than that, and it is a 
manpower job as far as you can see, and that amounts to dollars 
and cents. Let us get rid of the backlog. 

Mr. Wiutiams. No. 5, an advisory committee, which it spells out 
in some detail. 

Now, these five recommendations are spelled out on subsequent 
pages, and with your permission we will read that into the record. 
I offer those comments due to the fact that it has not been through 
any lack of appreciation of the problems confronting the Patent 
Office, but simply because of the fact it was the hope that the 
Vannevar Bush committee might come up with some concrete recom- 
mendations. [Reading:] 

The Secretary has at all times been aware of the workload problem which 
confronts the Patent Office. At the time this budget was under preparation and 
review we adopted the policy of not substantially increasing the Patent Office 
appropriation pending the receipt and evaluation of the report of the Bush 
committee. 

When this was done the appropriation request had been submitted to the 
Congress by the President. The report in essence stated that although mechan- 
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ization was both possible and feasible it was something that could not be realized 
in the immediate future. In addition the report stated, and we agreed, that the 
backlog and increased receipt of applications created a problem which warranted 
aggressive action entirely apart from the plans for mechanization. 
e have, therefore, formulated plans to this end. 

Mr. Tuomas. We are all for you. We are going to help you cut 
down that backlog. But let us not wait 7 years to do it, or 6 years to 
do it. Let us get rid of it in about 2% or 3 years. 


EMPLOYEE TURNOVER 


Mr. Yares. I want to ask the Commissioner of Patents how many 
examiners have been separated from the Patent Office in the last 2 
years. 

’ Mr. Watson. I would imagine it is over 200—about 200. 

Mr. Yares. About 200. Is that the result of inadequate appro- 
priations? Is it normal attrition, or what is the reason? 

Mr. Watson. It is because we cannot offer them a sufficiently 
attractive career, in my opinion. Many come into the Patent Office 
not intending to remain there more than a few years, and that has 
been a habit of young men for generations. Others come in thinking 
that they would like to remain and be career men until retirement. 
They, however, in many cases, and even at mature age, and in the 
higher grades, are taken away by industry, which is always able to 
outbid the Patent Office. 

Mr. Yares. Well, do I understand your statement correctly? 
You now have 601 examiners. Does this mean 2 years ago you had 
approximately 800 examiners? 

Mr. Warson. No. Well, we did as a matter of fact have very 
nearly that. But there is hiring and attrition all the time. 

Mr. Yates. But usually you have been replacing them; is that not 
correct? 

Mr. Watson. Yes. 

Mr. Yates. You have had funds to replace them. Why have you 
not gone back to the standard of 2 years ago? Is it because of appro- 
priations? 

Mr, Watson. When we were cut to $11} million we were immediately 
presented with the problem of the maintenance of the present staff. It 
looked as though we would then have to discharge 55 examiners. 
We succeeded in avoiding the necessity for doing that by adopting a 
method of examination which made it less necessary for us to print as 
many patents during the current year at considerable expense, and 
we applied the money saved from the printing operation to the pay- 
ment of salaries. 

REDUCTION OF BACKLOG 


Mr. Fitoop. Why did you only ask for $11% million last year? 
This problem was just as bad then. It is a question of degree. You 
only asked for $11% million. Why? 

Mr. Watson. As I explained awhile ago, this increase in the busi- 
ness of the Patent Office, this new inflow, is of relatively recent origin. 
As a matter of fact, I do not remember and my Budget Officer does 
not remember exactly how much we did ask for, but it was larger than 
$11% million, and larger than $12 million. 
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Mr. Fioop. If you get $15 million you still are not going to do 
anything material as to reducing the backlog? 

Mr. Tuomas. Six years. 

Mr. Watson. No. We will need perhaps some money on the 
$16 million level to make really satisfactory inroads into the backlog. 

Mr. Fioop. Let me ask you this: For $15 million we will get 300 
plus examiners, and it would still take us about 6 years with $15 
million and 300 new examiners to reduce the caseload to a 100,000 
caseload ; is that not right? 

Mr. Watson. It would take probably 11 years. 

Mr. Fuioop. 11 years to 100,000 caseload? 

Mr. Watson. Yes. 

Mr. THomas. Not to 100,000. 

Mr. Watson. To 100,000. 

Mr. Fioop. 11 years? 

Mr. Watson. Yes; somewhere around there. 

Mr. Fioop. At $15 million and 300 examiners it would take 11 
years to get down to 100,000 caseload, which you would consider 
desirable? 

Mr. Watson. Yes. 

Mr. Fioop. Or reasonably desirable? 

Mr. Warson. If you want to increase the rate at which we get 
down to that debirable level more money would be needed; perhaps 
$16 million. 

Mr. Fioop. Let me ask you this, and supply it for the record, so 
that we do not talk about it all day. 

If you have a figure off-the-cuff, let us have it here for our benefit. 

How much money would you need starting this coming fiscal year 
period, and within what period of time, to reduce this to 100,000 
within 2 years? . 

Mr. Watson. Well, that paper which I placed in the record asks 
for $14 million for the next fiscal year. 

Mr. Fioop. Mr. Commissioner, that is not responsive. 

Mr. Watson. That is based on 

Mr. Fioop. Mr. Commissioner, I will ask the questions and you 
respond to them. 

Mr. Watson. Yes. 

Mr. FLoop. How much money will you need to reduce within 2 
fiscal years, beginning this next fiscal year, in order to reduce the 
backlog to 100,000? How much money will you need? How many 
examiners will it take to do that? 

Mr. Watson. In 2 years’ time? 

Mr. Fioop. Correct. If you cannot give me an answer now supply 
it for the record. 

Mr. Watson. I will supply it for the record. 

(The information is as follows:) 

The present backlog of patent applications pending disposal is approximately 
216,000. Filing of new applications is expected to continue at an annual rate of 


at least 75,000; thus, approximately 150,000 additional applications are expected 
to be filed over a 2-year period. With 216,000 applications on hand, and 150,000 





more to be received over a 2-year period, the Office will have an aggregate of 
366,000 applications with which to deal during the 2 years. 

To examine and dispose of applications at a rate sufficient to reduce the backlog 
to what is considered to be a normal inventory of 100,000 applications, in the 
course of a 2-year period, would require the disposal of 266,000 applications at an 
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annual rate of 133,000. Since the presently authorized staff of 640 examiner 
assistants can dispose of an estimated 60,000 applications per year, a staff of 
approximately 1,415 trained and experienced examiner assistants would be 
required to dispose of 133,000 applications per year for a period of 2 years. There- 
after, a staff of about 800 examiner assistants would be needed to keep pace with 
current intake of 75,000 applications per year, keeping the backlog in manageable 
condition at its normal point of about 100,000 applications. 

To provide for 775 additional examiner assistants (1,415 less the 640 presently 
authorized), and the clerical assistance, printing, supplies, equipment, and other 
costs associated therewith, would require an estimated $8 million additional 
appropriation per year. Total requirements for the Patent Office for the 2-year 
period, under the conditions stated, would then be $40 million, or $20 million per 
year. Excluded from this estimate are requirements to implement specific 
recommendations of the Bush Committee relating to acceleration of patent 
reclassification and research and development on mechanization of search and 
other operations of the Patent Office. 

An immediate program to accomplish the needed reduction in backlog of 
work in 2 years must necessarily be regarded in a hypothetical sense, there 
being features of such a program which are not possible or which cannot be 
regarded as practicable. Major among these are the practical impossibility of 
mass recruitment of 775 trained and experienced examiners needed to accomplish 
the production rate necessary, and the necessity to drastically reduce the staff 
by some 600 examiners at the end of the 2-year period to bring the staff down to 
the number which would thereafter be required to keep up with current intake 
of new work. 

A backlog reduction program which would avoid the impossible or impractical 
features of a 2-year program would require that the investment of $13 million 
in disposing of the excess of 116,000 applications in the backlog at the present 
time be spread over a somewhat longer period, allowing for a first-year buildup 
of staff and related facilities as well as an orderly contraction when the program 
nears completion. 


EMPLOYMENT 


Mr. Yates. Mr. Commissioner, can you give us the actual employ- 
ment of the Patent Office as of December 31, 1954? 

Mr. THomas. Or any recent period? 

Mr. Yates. Or whatever period you have. 

Mr. Tuomas. What is your latest figure? 

Mr. Exuis. 1,552. 

Mr. Tuomas. As of what date? 

Mr. Eis. As of last weekend. There are commitments for about 
20 more. 

Mr. Tuomas. Thank you very much, gentlemen. Are there any 
further questions, gentlemen? 


MECHANIZATION OF THE OFFICE 


Mr. Horan. Have we gone into the matter of mechanization of the 
Patent Office? 

Mr. Watson. To some extent. 

Mr. Yates. I asked him about that. 

Mr. Watson. Not in detail. 

Mr. Horan. Could you supply for the record some of the detail 
regarding the possible simplification of your operation down there, 
and the possibilities of progressive mechanization to help take care of 
this backlog? 

Mr. Watson. You wish me to make a statement at this time? 

Mr. Horan. Yes, I wish you would. I will be frank to say that 
while I am new on this committee I do have some idea of the com- 
plexities of searching and reclassification and that sort of thing. I 
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understand that serious effort has been made to modernize the methods 
down there, which would help to keep step with what I understand is 
the increasing complexity of the patent findings and searches through 
the years. I believe they have almost increased 100 percent in the 
last 50 years in their complexity and the difficulty of making findings. 

In the handling of this matter we might be able to get some place by 
cooperating with you in that direction. That would seem to be 
constructive. 

Mr. Bow. Mr. Horan, he did go into mechanization and the work 
or are doing with the Bureau of Standards in developing machines 
to do it. 

Mr. Miuuer. Their research and development program. 

Mr. Watson. We have an extensive program, and committees set 
up. We are going to exert every effort to that end. We are taking 
that effort very seriously. We have men presently engaged in classi- 
fication activities looking toward that precise objective, and paying 
those salaries out of our current funds. I believe that there is a possi- 
bility that later there may be a request for supplemental funds to 
enable the Bureau of Standards and the Patent Office to more closely 
collaborate, and on a larger scale than they can at present. 

Mr. Horan. That is all, Mr. Chairman. 


COSTS OF THE BUSH COMMITTEE 


Mr. Tuomas. Thank you, gentlemen, very much. There is just 
one parting figure I should Ss to have. Will you insert in the 
record how much you are spending from your 1955 and 1956 funds 
to defray the expenses of the Vannevar Bush committee and how 
much you intend to spend at the Bureau of Standards? 

Mr. Watson. You wish that to be supplied? 

Mr. Tuomas. Yes. 

Do you have the information available on your fingertips now? 

Mr. Exuis. The expenditures that are being made currently for 
this purpose are in the way of detailed personnel from the regular 
classification work. There is no expense of the committee itself. 

Mr. Tuomas. What about with the Bureau of Standards? 

Mr. Euuts. I doubt that they are spending anything on behalf of 
the Patent Office problem. They are waiting for the Patent Office 
to finance them in serving us. 

Mr. Tuomas. That is exactly what I am asking you. How much 
are you going to spend for that problem? 

Me. Horan. We ought to have that figure before us. 
Mr. Yates. Do you know? 

Mr. Exuis. There has been a plan drawn up. 

Mr. Yarss. Is it in this budget? 

Mr. Exuis. No, sir. 

Mr. Yares. It is not even in this budget. 

Mr. Exuis. As Mr. Williams mentioned a moment ago, this budget 
was drawn up before this report came out. 

Mr. THomas. Give us an approximate figure as to how much you 
will contribute to the Bureau of Standards for this purpose. 

Mr. Exuis. There is an estimate of $200,000, which would include 
their services and acquisition of the experimental pilot machine. 

Mr. Tuomas. That will be in the form of a deficiency, I presume? 
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Mr. Nreuson. Mr. Chairman, we are currently considering this 
particular problem with a view to requesting this from the Bureau of 
the Budget. 

Mr. Yates. Has the Secretary indicated that he would favor that? 

Mr. Nretson. In connection with the Bush committee report, yes. 

Mr. Tuomas. Any further questions, gentlemen? If not, thank 
you very much. It is always nice to see you. Good luck to all of you. 


Turspay, Aprit 19, 1955, 


COAST AND GEODETIC SURVEY 
WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY OF COMMERCE 

GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

REAR ADM. ROBERT W. KNOX, ASSISTANT DIRECTOR, COAST AND 
GEODETIC SURVEY 

CAPT. I. E. RITTENBURG, ASSISTANT DIRECTOR FOR ADMINIS- 
TRATION, COAST AND GEODETIC SURVEY 

JOHN AMSTADT, BUDGET OFFICER, COAST AND GEODETIC SURVEY 


SALARIES AND EXPENSES 


Amounts awailable for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Publie Law 663) 





1954 actual | 1955 estimate | 1956 estimate 


ASR I on raw cance stew cdnennes ; $12, 000,000 | $10, 200, 000 $10, 400, 000 
Reimbursements from non-Federal sources--__--------------- 70, 819 33, 950 16, 100 
Reimbursements from other accounts 1, 304, 516 2, 101, 950 1, 409, 500 





Total available for obligation ~ 13, 75, 335 
Unobligated balance, estimated savings....-.-- caawectvatse cant - 140, 760 





Obligations incurred 234, 575 | 12, 335, 900 | 11, 825, 600 





Note.— Reimbursements from non-Federal sources are from proceeds from the sale of personal property 
ye at 481 (c)) and furnishing special purpose charts and maps and other related survey data (Public 
AW 3/ 
Obligations by activities 


| j 


Description 1954 actual 1955 estimate | 1956 estimate 





Direct Obligations | 


14Surveys and charts for marine and air navigation...........| $7, 876, 057 $6, 708, 100 
2 SPORES ogi eon aa = 3S = =n . 2, 778, 376 | 2, 299, 300 
uf ‘arthquake investigation 151, 051 142, 000 
4$Instrument services sd oS ah ness ted 222, 412 217, 800 
5. Retirement pay, commissioned officers _ 326, 653 357, 300 
. Administration : 504, 691 475, 500 





Total direct obligations | 11, 859, 240 |__ 10, 200, 000 | 


Obligations Payable Out of Reimbursements 


Reimbursements from non-Federal sources: 
1. Surveys and charts for marine and air navigation- renee? 57, 06: 33, 200 13, 400 
2. Geodetic control 7 3, 754 | 750 2, 700 
Re ‘imbursements from other accounts: 
1, Surveys and charts for marine and air navigation 1, 364, 900 | 1, 326, 400 
2. Geodetic control | 5 | 660, 950 | 32, 300 
4. Instrument services ahem onthe as | 15, 000 | 15, 000 
6. Administration... ............-.--- ; es 61, 100 | 35, 800 











Total obligations payable out of reimbursements ---_- , 375, 33: 2, 135, 900 A 4 25, 600 


Obligations incurred | 13,234,575 | 12,335,900 | 11, 825, 600 
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Obligations by objects 








Object classification 


COAST AND GEODETIC SURVEY 


Summary of Personal Services 


Total number of permanent —_ ss i hdiat als Spl eiaade we Rated 
Full-time equivalent of all other positions_...._....-.-...-.--- 
Average number of all employees. --.........----------.------. 
Number of employees at end of year. -.-.-...---------------- 


Average salaries and grades: 


General schedule grades: 
wees CONES 506s ET i oon kA iA 
RIOR MIO. bane tatedes ch ccawdict ccc cbunccsucnedsts 
Ungraded positions: Average salary: 
‘Wage Geared GMpOyees. ..... <6. nnn cemcieksce dee dt 
I ibare tiitondnsncren ccannctinpandioenenn 


Personal service obligations: 


ese 


SSER 


08 


09 
12 


13 
15 


PORTO III 08 hb nekkid Scab ndebceocn chute 
Positions other than permanent: 
Part time Gi SOMADOTEFY = co ios on is css cee osc ces 
CURRIE OE WRI 5a nos 55 Sh} dna zt Baek o HK 
Regular pay in excess of 52-week base. -_....-.-----.------ 
POTION SUOVO DANS TRIOS: «no. oc once ccno-ceencenevess< 
_— ances for subsistence and quarters for commissioned 
Gas ds. 52x A stn. GLAS 


Total personal service obligations.-_-...-.....----.--- 
Direct Obligations 


PURE IRIE: ios i cicacdunated cat anntaovasdenes Oauenwe 
Travel 
Traneportation of things. ....désiinisseware de Uedebinsaus 
ns noennenthencsesoumentns 
PROMES OHNE TET GUE TIIORE bk 5 cn simin cnn cctccn deeiedeen case 
Printing GG PepreGMetiOR <i <a sans ce ce ecseececsessece 
Ce Se io io no aricte vb escicks nica ccckes 


Services performed by other agencies_____......-...--- 


een error rer Tree ee 
Rations. crews of vessels 
oe and materials__--.......- 
Chart and bond paper---------- 
SR 8 ee SE re rane nt 
Pensions, annuities, and insurance claims (pay of retired 
officers) 
Refunds, awards, and indemnities_-_................------ 
LE ID civcisucascens sabercackeesskcvavencen 


ei Senha ind einen 





Deduct charges for quarters and subsistence --.........------- 


01 
03 


07 


07 


nen GIGaE SI. «2 ooo eon cocc cc cnc dc cel eee 


Obligations Payable Out of Reimbursements From 
Other Accounts 
I CE iin thts cham net bhien hs ied ennsesccnses 
Travel 
IN CT SEINE ao oa, soca wn ckccddccuscncces 
eee 
Rents and utility services...............-...---- 
Other contractual services ---...........--------- 
Services performed by other agencies 
PR I oc cchagin dad ncbkeemwemesacennceenes 
NR MTEL WOR 6 cits cor nbccnecdncccnucnen 
I OG Rie. 5s op nriayeh iccceshcocsccunccantens 
FES GI OE OIE 8 ican, nnd catinncksnnascewseceecwn 
Equipment_ 
I UE I oe hie cikks chin asbinesennewaucessae 


Total obligations payable out of reimbursements from 


IID ins. aes SébR5h 54 ene enshteaeaanae 
GR gatetis MOG sinc iki iinrin ondcincncsnctncntdandvan 
ALLOCATION TO MARITIME ACTIVITIES 


Other contractual services: Services performed by other 











1954 actual 


$7, 019, 769 


233, 455 
1, 578, 744 
21, 622 
167, 191 


331, 756 


9, 352, 537 


8, 653, 579 
623, 088 
128, 642 

62, 208 
322, 122 
120, 589 
145, 138 

32, 315 
158, 704 
211, 103 
727, 044 

63, 711 
268, 543 








1, 375, 335 | 


13, 230, 304 | 





} 











1955 estimate | 1956 estimate 

1, 708 1, 614 

461 493 

1, 886 1, 869 

1, 998 | 1, 876 

$4, 435 $4, 452 

GS-6.1 GS-6.1 

$5, 219 $5, 276 

$3, 459 $3, 414 

$6, 918, 300 $6, 697, 800 

117, 300 128, 200 

1, 439, 000 1, 508, 900 

23, 100 22, 400 

150, 975 148, 400 

314, 200 314, 200 

8, 962, 875 8, 819, 900 

7, 823, 875 7, 874, 200 

530, 100 563, 900 

117, 300 116, 400 

64, 900 65, 200 

83, 900 91, 000 

90, 000 90, 000 

79, 400 84, 600 

48, 200 48, 200 

175, 000 175, 000 

170, 800 170, 800 

587, 025 564, 100 

ail iat . 50, 000 
65, 600 118, 7 

357, 300 382, 300 

ar 12,000; —«12, 000 

10, 205, 400 10, 406, 490 

6, 400 6, 400 

10, 199, 000 | 10, 400, 000 

1, 139, 000 945, 700 

70, 500 14, 200 

29, 500 8, 500 

1, 000 500 

372, 500 7, 000 

6, 600 4, 600 

1, 300 1, 500 

60, 000 56, 000 

18, 000 32, 000 

108, 700 95, 600 

290, 000 230, 000 

38, 400 30, 000 

MO Artis sated. <-- 

2, 135, 900 1, 425, 600 

12, 334, 900 11, 825, 600 

i 


QS ea, 
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Obligations by aljeste~ ~ffontinued | 


Objcct classification \ 1954 actual | 1955 estimate | 1956 estimate 


SUMMARY 


Summary of Personal Services | 


Total number of permanent positions. --__- 
Full-time equivalent of all other positions 
Average number of all employees_- 
Number of employees at end of year 


Average salaries and grades: 
General schedule oonee | 
Average salary.......-.....--.-- ‘ $4, 364 $4, 435 
Average grade______._- ws GS-6.1 GS-6.1 
Ungraded positions: Average sal: ary: 
Wage board employees.__.--~--- ail $5, 170 $5, 219 $5, 276 
Crews of vessels hela $3, 388 = 459 $3, 414 


Personal service obligations: 
Permanent positions__ --- sp inelhedsealitvestts leat ici | $7,019, 769 $6, 918, 300 $6, 697, 800 

Positions other than permanent: 
Part-time and temporary - - - - --- pel 233, 455 117, 300 | 128, 200 
Crews of vessels... - ae wip lanl ell 1, 578, 744 1, 439, 000 1, 508, 900 
Regular pay in excess of 52-week base __- hdsiostananande 21, 622 23, 100 22, 400 
Payment above basic rates. ; 167, 191 150, 975 148, 400 

Allowances for subsistence and quarters for commissioned | 
officers aslo hates uote rue 331, 186 314, 200 314, 200 


Total personal service obligations................--.---|} 9, 352, 537 8 8, 962, 87 5 + 819, 900 





Direct Obligations 
I Fe 8, 653, 579 7, 823, 875 7, 874, 200 
Travel 23, 088 530, 100 563, 900 
Transportation of things 128, 642 117, 300 116, 400 
Communication services é 62, 208 64, 900 65, 200 
Rents and utility services___..........---.- <‘eusicaubucse al 322, 122 83, 900 91, 000 
Printing and reproduction 120, 589 | 90, 000 90, 000 
CORI GORE G II BT PID go o.oo onic n cc ceencecesensccccse 145, 138 | 80, 400 84, 600 
Services performed by other agencies___- 36, 586 48, 200 48, 200 
Repairs of vessels - - -- 158, 704 175, 000 | 175, 000 
es GN OI en or nlicinnameddamame pre 211, 103 170, 800 170, 800 
08 Supplies and materials 727, 044 7, 0% 564, 100 
Chart and bond paper 63, 711 50, 000 
09 Equipment | 268, 543 B 118, 700 
12 Pensions, annuities, and insurance claims (pay of retired | 

officers) -- 326, 653 

13 Refunds, awards, ‘and indemnities 795 

15 Taxes and assessments 15, 269 
Subtotal 11, 863, 774 10, 206, 400 10, 406, 400 
Deduct charges for quarters and subsistence --.---..._..---.--- 4, 534 6, 400 6, 400 


Total direct obligations | 11, 859, 240 10, 200, 000 10, 400, 000 


= - — 











Obligations Payable Out of Reimbursements From Other 
Accounts 

01 Personal services 698, 958 | 1, 139, 000 
02 Travel 71, 518 70, 500 | 
03 Transportation of things__---.......---- i abhisiteah odes dina 29, 500 | 
04 Communication services ‘ 1,000 | 
05 Rents and utility services > 372, 500 | 
07 Other contractual services. --.............-------- wbcaentie 37 | 6, 600 | 
Services performed by other agencies 1, 300 | 
Repairs of vessels ‘ 60, 000 | 
Rations, crews of vessels ‘ eibekeceasnns) 18, 000 

Supplies and materials 108, 7 

Chart and bond paper , 290, 000 
Equipment ‘ 38, 400 
Taxes and assessments 400 


Ps 
= 


ssssszsess 





Bs 


Total obligations payable out of reimbursements from | | 
other accounts 1, 375, 335 | 2, 135, 900 | 


Obligations incurred 13, 234,575 | 12, 335, 900 
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Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec, 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward -_...........-..----------- $1, 868, 413 $1, 315, 846 $1, 161, 846 


Obligations incurred during the year__._........-...-.-------- 13, 234, 575 12, 335, 900 11, 825, 600 
15, 102, 988 13, 651, 746 12, 987, 446 





Adjustment in obligations of prior year-- -.-....--- os REE ilies 2 babs gene. See decen 
I os... onan etapa cenamaaietininnt -| 1,375,335 | —2, 135, 900 —1, 425, 600 
Obligated balance carried to certified claims accoun a UMP EE nisin ck aGoooksPeeuseanckaaawe 
Obligated balance carried forward. _-_-._-...-...--.----- --| —1,315, 846 —1, 161, 846 —1, 178, 846 
A sin stad bance ccatiindimieneceeauin 12, 361, 065 10, 354, 000 10, 383, 000 
Expenditures are distributed as follows: 
CRG CE I II, on nnn ng nnn wcncsisnceeccscven 10, 606, 612 9, 078, 000 9, 256, 000 
Gut OF BRIEF GENEID 5 5 dock nccnncccscncscesmscseevns 1, 754, 453 1, 276, 000 1, 127,000 


Mr. Tuomas. We will take up now the Coast and Geodetic Survey, 
and insert in the record pages 402, 404, and 411 of the justifications 
at this point. 

(The matter referred to is as follows:) 
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Summary of requirements 


Appropriation, 1955 (regular bill) . __-- ‘ ze. , 200, 
Base for 1956_. - beth dnd abs densa cigar ae 10, 200, 000 
Net difference 1956 over 1955: _ 


Difference, 


ee) . eg nin rie ee) 
By activity or function or de 


estimate estimate 


. Surveys and charts for marine and air nav ae 

[CN I a a ocean vans ancien 

. Earthquake investigation.-.-.-.....-...-....-- = 

. Instrument services_ ‘ 

. Retirement pay, commissioned officers t, 

. Administration ; { 47 o 500 
tS alia ae | 


10, 200, 000 | 10,400,000 | +200,000 +200, 000 
| —_——$— en 


7m CO Ot 


S 
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"eben entiemahe af mC aie TOI nn sino iscisn sinned ss cence ce : 10, 400, 000 
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Mr. Tuomas. Admiral Knox, do you have a statement for us? 
Mr. Williams, how do you want to handle this? 

Mr. Wiuurams. I think, Mr. Chairman, again in the interest of 
time it would be more direct if you would simply call upon Admiral 
Knox. 

Mr. Tuomas. Admiral, it is nice to see you and your staff. If you 
have a statement for us we would be delighted to bear from you. 


GENERAL STATEMENT 


Admiral Knox. Thank you very much, Mr. Chairman. I have a 
statement prepared by Admiral Studds who is ill in the hospital. I 
will submit that for the record. 

(The statement is as follows:) 


STATEMENT OF Rear Ap. R. F. A. Stupps, Director, RELATING TO THE 1956 
Bupcet EstiMaTes 


The 1956 estimates of the Coast and Geodetic Survey of $10,400,000 provide 
for the continuation of its long-established basic functions which, in general, are 
to perform services essential to the safety and advancement of marine and air 
commerce, to surveying and mapping and other engineering work, and to the 
economic development of natural resources. The specialized engineering and 
scientific services and products rendered follow: 


1. Surveys and charts for marine and air navigation 


(a) Nautical charts, coast pilots, tide and current tables, and related publica- 
tions are produced and distributed to cover the 90,000 miles of shoreline and the 
vast areas of coastal waters under the jurisdiction of the United States. Survey 
ships and shore-based field units make the extensive field surveys—hydrogranhic, 
topographic, geodetic, tide, current, and magnetic—to obtain the information 
needed for the compilation and frequent revisions needed to maintain the accuracy 
of the nautical charts and related publications. About 35,000 square miles of our 
coastal and Alaskan waters will be surveyed and 800 nautical charts, with an esti- 
mated edition of over 700,000 copies, will be printed in 1956. 

(b) Aeronautical charts are produced and distributed for the areas under United 
States jurisdiction and for routes in foreign areas where required for civil aviation. 
Kach of the Bureau’s 1,465 standard aeronautical and airport and radio facility 
charts, with an estimated edition of nearly 48,000,000, will be printed in 1956. 


2. Geodetic control 


Exact geographical positions of monumented stations and natural objects, 
elevations of benchmarks, astronomic positions of selected points, gravity sur- 
veys of critical areas, and related data throughout the United States and posses- 
sions are provided by geodetic control surveys. These surveys provide the rigid 
framework of reference points necessary for the accurate location of the features 
shown on the charts and maps of the Nation and the accurate reference points 
widely used in reclamation and flood-control projects, location of National, State, 
and private property boundaries, highways and railroad construction, geophysical 
prospecting, and many other engineering and scientific projects. In addition 
very precise control is needed on the experimental ranges where new defense equip- 
ment is being developed. During 1956 approximately 7,200 horizontal and verti- 
cal control points will be established in the United States. 


3. Earthquake investigation 


Provides information on frequency and severity of earthquakes in various 
regions, engineering data for design of earthquake resistive structures and infor- 
mation concerning ground movements in earthquake regions. Involves operation 
of seismographs, measurements of vibration periods of structures, collection of 
data on earthquake damage, and measurements of ground movements. 

Demands upon the Coast and Geodetic Survey for these products and services, 
especially in aeronautical charting and geodetic control, are considerably in 
excess of its capacity. Adequate charts are recognized as the largest and cheapest 
contribution to navigational safety; their costs are negligible relative to the pro- 
tection they afford to safety on the surface or in the air. Adoption of the most 
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modern surveying and chart production techniques has made it possible to 
comply with the most urgent of the high priority demands. 

The $200,000 increase requested for 1956 includes $175,000 to begin a program 
of essential geodetic, topographic, tidal and hydrographic surveying along the 
pene and Louisiana coasts and $25,000 for retirement pay of five commissioned 
officers. 

The program of surveying on the gulf coast is being initiated at the request 
of the Secretary of the Interior in order to facilitate the Interior Department’s 
administration of their responsibilities under the act of August 7, 1953 (67 Stat. 
462), known as the Outer Continental Shelf Lands Act. The seaward boundaries 
of the several States are dependent upon the accurate determination of the line 
of ordinary low water as defined in the Submerged Lands Act of May 22, 1953 
(67 Stat. 29). The oil industry is in urgent need of the surveys of this Bureau 
which, when completed, will cost approximately $1,500,000, a small amount 
when compared to the estimated $6 billion that leasing rights, rentals, and 
royalties will bring into the Treasury of the United States. 

The following facts are pointed out in the letter from the Assistant Secretary 
of the Interior which is reprinted on pages 453 and 454 of the Bureau’s estimates 

(1) The Coast and Geodetie Survey is charged with the responsibility for 
making the needed geodetic, topographic, tidal and hydrographic surveys; 

(2) Approximately $150 million of revenue has already been received by the 
Federal Government as bonus for leases on those lands offered; 

(3) The areas offered for lease constitute only a fraction of the areas 
which are extremely valuable for their mineral resources; and 

(4) Areas which might be claimed by the States under the Submerged 
Lands Act were withheld from lease sales. 


The importance of this program to the economy of the Nation was stated in 
the President’s budget message. 

The construction of the geomagnetic observatory at Fredericksburg, Va.; 
for which funds were appropriated in 1954 and which will replace the outmoded 
facility presently located at Cheltenham, Md., will be completed early in fiscal 
year 1956. 

Mr. Tuomas. We understand that Admiral Studds is ill. We 
trust you will give our best wishes to the admiral for a very speedy 
recovery. 

Admiral Knox. I will do that, sir. Thank you. 

Mr. Tuomas. Proceed, Admiral. 


SURVEYS ON THE GULF COAST 


Admiral Knox. Mr. Chairman, we have one increase of $175,000 
I should like to explain in detail, and I have an exhibit to illustrate 
this increase. This is an item of $175,000, Mr. Chairman, for surveys 
on the gulf coast of the United States. 

The Secretary of Commerce had:a letter from the Secretary of the 
Interior stating that he cannot administer the provisions of the Outer 
Continental Shelf Lands Act without adequate surveys; that is, a 
survey of the so-called baseline, the line of mean low water. I have 
3 or 4 charts here illustrating this problem. 

This first is a chart of the Continental Shelf that borders the three 
coasts of the United States. The black area outside the State 
boundaries is the portion under the jurisdiction of the Federal Goy- 
ernment, and thus comes under the provisions of Public Law 212. 

This second chart shows in detail that part of the gulf coast, and 
of immediate interest the area under State jurisdiction and under 
Federal jurisdiction because of the gas and oil potential. The line 
marked “baseline” is the line I referred to a minute ago; the line of 
mean low water. That must be determined before the Secretary of 
Interior can properly administer the Offshore Lands Act. 
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A maximum of 9 miles from this baseline is the limit of State 
jurisdiction. That in turn marks the beginning of the Federal 
jurisdiction. From that line to the edge of the Continental Shelf is 
under Federal jurisdiction. 

Mr. Yates. Can you tell us what that is at the farthest point? 
What is the distance at the farthest point, approximately, Admiral? 
Admiral Knox. About 90 marine miles, 97 or 100 statute miles. 

Mr. Yates. Roughly 100 miles or so? 

Admiral Knox. Roughly 100 statute miles. 

The next chart shows that the Continental Shelf is the shallow 
marine terrace which borders the visible continent. The edge of the 
shelf is generally taken at 100 fathoms. From there it drops into the 
deep. 

Along the gulf coast this shelf is quite shallow, as shown here. 
In the vicinity of the boundary between Louisiana and Texas, the drop 
is only about 1 foot in 900 feet. That is a 1-foot drop in elevation for 
every 900 feet seaward. That is the reason why we must make our 
tidal surveys with a high degree of accuracy. 

This next chart exhibit shows a portion of one of our Coast and 
Geodetic Survey surveys in the area off the Louisiana coast. This is 
just west of the Atchafalaya Basin. 

The area in black—that black line—is the high-water line. This 
dotted black line is the area of approximate low water. However, the 
low-water line can be anywhere between this dotted black line and the 
solid black line. Consequently the area blocked off in red is the area 
of uncertainty for boundary delimitation. 

Mr. Mixuer. Could you explain, Admiral, why it might be any- 
where between the two? 

Admiral Knox. As the previous exhibit showed, the Continental 
Shelf and is very flat in this area and the range in tide is small, only 
about 1 foot. The drop on the average is only 1 foot in 900 feet. 

Mr. Mixtuier. You mean because of uncertainty as to where the 
mean low watermark is? 

Admiral Knox. The mean low watermark; yes, sir. 

Mr. Miter. Because it is so shallow it might vary a great deal in 
distance. I understand. 

Admiral Knox. This is a distance of about 2 miles of uncertainty of 
location. There are about 3,500 acres in this uncertain area which at 
a price of $1,200 an acre—which is the highest price paid on land in 
this vicinity—would approximate $4 million in this area alone. 

Mr. Fioop. Let me ask you this: Apparently everyone presumes 
to know what we are talking about, but the record should show, why 
is it necessary to delimit the boundary at all? Who cares? 

Admiral Knox. Because, sir, it is from this baseline that the 
3-mile or 9-mile line will be determined. 

’ Mr. Fioop. For what purpose do you want to determine the 9-mile 
ine? 

Admiral Knox. Inside the 9-mile line is under State jurisdiction, 
and lease rights and royalties from that area accrue to the States. 

Mr. Foon. Lease rights and royalties with reference to what? 

Admiral Knox. Gas and oil, sir, and sulfur. 

Mr. Yares. Is this a responsibility of the Federal Government if 
it is within the area of State control? Is that not what your map 
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pertains to? I am not entirely clear on the purpose of showing this 
map. 

Mr. Tuomas. He is showing you where he is going to spend $175,000 
extra charting that area. 

Admiral Knox. Before the Secretary of the Interior can administer 
the Outer Continental Shelf Lands Act he must have an accurate 
survey of the baseline because it is from the baseline that the limitation 
of State jurisdiction is determined. 

Mr. Yates. I see. 

Admiral Knox. From there on out is a Federal jurisdiction and 
therefore comes under Public Law 212. 


DIVISION OF FINANCIAL RESPONSIBILITY BETWEEN FEDERAL AND 
STATE GOVERNMENTS 


Mr. Fioop. Let me understand this. This concerns the whole 
dispute about the oil and gas leases within certain States, limited to 
4 or 5 States. It is, of course, very important to those 4 or 5 States 
that this delimiting mark be established, as well. They want to know 
just as much as the United States Government does. As a matter 
of fact, they want to know more; do they not? Is it not more impor- 
tant to them? 

Admiral Knox. No, sir; it is just as important to the Government. 

Mr. Fioop. Let us settle for that. It is equally important to both. 

Admiral Knox. It is estimated that there are about $6 billion 
which will accrue to the Federal Government in lease rights and 
royalties in the gulf coast alone. 

Mr. Yates. You mean beyond the 9-mile limit? 

Admiral Knox. Beyond the 3-mile or 9-mile limit, as determined 
by the courts. 

Mr. Fioop. Is there any State participation in whatever funds are 
necessary to work out this delimitation of boundaries? 

Admiral Knox. Not as yet, sir. 

Mr. Fioop. Is it proposed or requested or intended, or is it in the 
area of conversation? 

Admiral Knox. No, sir. 

Mr. Fioop. Would you like to engage in such conversation? 

Admiral Knox. Of course the Coast and Geodetic Survey has no 
responsibility in the administration of the Outer Continental Shelf 
Lands Act. We do have the responsibility for the surveys of the 
coasts of the United States. 

Mr. Fioop. You are merely performing your statutory service for 
another executive agency? 

Admiral Knox. Yes, sir. 

Mr. Fioop. But you are asking this committee for funds to perform 
that function, and these are additional funds? 

Admiral Knox. Yes, sir. 

Mr. Foon. Since certain States are to be concerned directly with 
the benefit, I ask you again: Has it been suggested by you to us or to 
the agency you are going to serve that participation by the States for 
this peculiar fund for this special purpose should be requested? 

Admiral Knox. No, sir; it has not. 

Mr. Fioop. Do you intend to make such a request? 

Admiral Knox. Not until we have exhausted the possibilities with 
this committee. 
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Mr. Fioop. You may be exhausted at this point. 

Mr. Moors. It is our responsibility. 

Admiral Knox. Yes, sir. 

Mr. Yatss. Why is it your responsibility? 

Mr. Fioop. That begs the question. Are you saying it is our 
responsibility? 

I do not like to have the witnesses come out of left field at me. 

Admiral Knox. I will say it is our responsibility because it is our 
responsibility to survey the costs of the United States, and this cer- 
tainly comes under that category. 

Mr. Fioop. Does that include this particular purpose at this par- 
ticular time for this limited thing, including both the limit of State 
jurisdiction and the coast survey? Does that include this purpose? 

Admiral Knox. The accurate determination should be made. 

Mr. Fioop. If anybody else wants to say anything, just identify 
yourself. I will take you on one at a time or en masse, but put up 
your flag. 

Captain Rirrensurc. I am Captain Rittenburg, of the Coast and 
Geodetic Survey. 

Mr. Fioop. Glad to have you on board. 

Captain Rirrensure. Thank you, sir. 

I think one thing could be said, which Admiral Knox may be 
coming to later on in his presentation. I do not know. If I have 
busted in I am sorry. 

I think the big thing involved is the Department of Interior offering 
the acreage for lease, for the right to drill. This is bonus money. 
In offering the acreage for bonus money those companies would be 
given permission to drill, and the Interior Department has withheld 
from leasing all the area that was questionable, so it is to the interest 
of the Federal Government to determine where that line is. That is 
the exact line of demarcation between State jurisdiction and Federal 
jurisdiction. 

I am guessing at this point, and I may be wrong, but this must be 
done in order that that half-mile or mile-wide band around the line 
of demarcation can be offered for lease, to thereby obtain revenue for 
the Federal Government. 

Mr. Fioop. For that particular purpose there is no doubt. It is 
very easy to set up a strawman and knock him down. There is no 
question but what you said it is right. 

Captain Rirrensure. Yes, sir. 

Mr. Fioop. The only difference is that that has nothing to do with 
the case, tra-la. I am not talking about that. 

Captain Rirrensura. Here, again, it is in the realm of looking in 
the crystal ball, but by this determination the States may lose. 

Mr. Fioop. That leaves me cold at this point. 

Captain Rirrensure. Yes, sir. 

Mr. Fioop. I am just trying to find out if and when this involves 
to an equal degree benefits to two sovereigns why must Federal 
sovereignty be responsible for the total burden? Secondly, if it is 
determined that the answer is ‘“‘Yes, there is equal responsibility,’’ is 
there any intention to request the State sovereignty for participation? 

Third, if the answer to that is “Yes,” to what extent? 

Fourth, if the answer is ‘“‘No,’”’ why not? 

There it is. 
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Captain Rirrensure. Yes, sir. 

Mr. F.Loop. Supply the answers for the record at your leisure. 

(The information is as follows:) 

This question does not involve to an equal degree benefits to two sovereigns. 

This request is for funds to initiate surveys along the gulf coast. A necessary 
preliminary operation to any ‘precise survey and probably the most expensive part 
of the entire operation, is the establishment of geodetic control—monumented 
points whose position in latitude and longitude is known with a high degree of 
accuracy. This geodetic control, or triangulation as it is commonly known, 
remains upon completion of the surveys, becoming part of the national network, 
and will be available to engineers for such diverse uses as highway construction, 
drainage, irrigation and flood control projects, property surveys, topographic 
mapping, and nautical and aeronautical charting. Likewise the detailed mapping 
of the mean low waterline, although admittedly more accurate than ordinarily 
required, will be used to bring the nautical charts of the area up to date. 

Although the immediate needs of the survey are for boundary delimitation, it 
certainly cannot be said that they are an end in themselves. It is believed that 
the benefits accruing to the Federal Government from this particular survey far 
outweigh those accruing to any State. 


Mr. Tuomas. Is the answer to your question not the fact that the 
State of Louisiana claims all of that land? The Federal Government 
is disputing it. Here is a Federal Government agency going out to 
set the boundaries. They are going to measure the water to see 
ee the shelf begins and ends. The State of Louisiana is claiming 
all of it. 

Mr. Fioop. I think that is quite true. 

Mr. Yates. Maybe the States ought to pay for part of it. 

Mr. Fioop. Since we are frequently so concerned as to the encroach- 
ment of Federal jurisdiction, I now rally to that standard and urge 
that if it is sauce for the goose it is sauce for the gander. If the States 
are so concerned, this is a point where it would occur to me they might 
evidence monetary contribution to that concern, since they are in 
direct benefit, at least 50 percent beneficiaries, as I am advised. Is 
that about it? 

Admiral Knox. Yes, sir. 

Mr. FLoop. When you get to it I would like the record to show 
answers to the questions as I set them out, Captain. I think they were 
very clear. 

Captain Rirrensure. Yes, sir. 

Mr. Yates. May I ask one question on the point Mr. Flood raises 
and that is this, Mr. Chairman: Will the State of Louisiana recognize 
the boundary once it is established? 

Admiral Knox. For 150 years the surveys and charts of the Coast 
and Geodetic Survey have been given judicial notice by the courts. 
Consequently they will recognize our surveys as accurate in showing 
what they purport to show. 

Mr. Fioop. That is not responsive to the question of the gentleman 
from Illinois. The gentleman from Illinois wanted to know if Louisiana 
would abide by the determination, and for 150 years the other forty- 
some-odd States thought we had a determination made and the State 
of Louisiana did not abide by that determination. We have no reason 
to believe they will abide by this one, either, if it does not suit their 
purpose. 

Mr. Tuomas. Gentlemen, our colleagues at this end of the table are 
going to have a conference, so we shall adjourn. I wonder if you 
gentlemen will come back in the morning at 10 o’clock, when we will 
consider this further. Thank you very much. 
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Wepnespay, Aprit 20, 1955. 

Mr. Preston. The committee will please be in order. 

On yesterday when the committee adjourned, I believe you were 
dealing with some charts, Admiral Knox; I was not here. 

Admiral Knox. Yes, sir. 

Mr. Preston. Will you proceed now where you left off yesterday, 
Admiral? 

Admiral Knox. When we left off yesterday I was answering ques- 
tions from members of the committee. 

Mr. Preston. Had you concluded your examination, Mr. Thomas? 

Mr. Tuomas. No. He had just made his opening statement and 
was explaining the charts. 


INTEREST OF INTERIOR DEPARTMENT 


Mr. Nreuson. Mr. Chairman, if I may at this point, I would like 
to introduce into the record a letter from the Assistant Secretary of 
Interior, a copy of which we have furnished the committee, with 
regard to this particular item which we have under discussion this 
morning. 

Mr. Preston. How long is the letter? 

Mr. Nrexson. It is just 1 page. 

Mr. Horan. Is this in the justifications? 

Mr. Nieuson. It is. We have extra copies for each member of the 
committee. 

Mr. Preston. You wish to set this letter out in the record? 

Mr. Nrexson. Yes. 

Mr. Preston. We will insert it in the record at this point. 

(The letter referred to follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Vi ashington, D. C., December 3, 1954. 
Hon. Stnctatrr WEEKs, 
Secretary of Commerce, 
Washington, D. C. 


My Dear Mr. Secretary: Under the provisions of the act of August 7, 1953 
(67 Stat. 462), commonly known as the Outer Continental Shelf Lands Act, the 
Secretary of the Interior is charged with the administration of the soil, seabed, 
and natural resources of the outer Continental Shelf extending seaward from the 
seaward boundaries of the several States in the Gulf of Mexico, the Atlantic 
Ocean, and the Pacific Ocean. The seaward boundaries of the several States are 
dependent upon the coastline of the States, as defined in the Submerged Lands 
Act of May 22, 1953 (67 Stat. 29). 

This Department is actively engaged in the administration of the areas in the 
Gulf of Mexico in accordance with the Outer Continental Shelf Lands Act. Recent 
offers of leases for the development of oil and gas and sulfur offshore from Lou- 
isiana and for oil and gas only offshore from Texas have elicited considerable 
interest on the part of qualified operators. The total of the high bids received 
as bonus for leases on the offered lands is in the neighborhood of $150 million. 
It is believed that the areas offered for lease constitute only a fraction of the areas 
which are extremely valuable for their mineral resources. 

There is a difference of opinion as to whether the State seaward boundaries 
are located 3 geographical miles or 3 marine leagues from the coast. Because of 
the complications arising out of this situation, we felt that it would be sensible 
to withhold from our first lease sales the areas which might be plausibly claimed 
by the States under the Submerged Lands Act. Needless to say, this question 
cannot be determined administratively. However, once it is finally settled, 
uncertainty will still exist as to those boundaries due to lack of authoritative and 
up-to-date information as to the line of ordinary low water along the portion of 
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the coast which is in direct contact with the open sea. Until these questions are 
settled, we cannot realize the full potential of the resources of the outer Conti- 
nental Shelf. The work of this Department on the administration of the Outer 
Continental Shelf Lands Act is being seriously hampered by reason of lack of the 
necessary information. 

It is recognized that the mapping of the coasts of the United States and its 
possessions is a function of the Department of Commerce. The coastal charts in 
the vicinity of the areas in which we are operating do not afford up-to-date infor- 
mation at a seale necessary or in the detail required for solution of the many 
intricate problems involved. There is a pressing need for accurate and detailed 
mapping of the coasts of Louisiana and Texas at a scale adequate for determina- 
tion of the line of ordinary low water. It is thought that mapping at a scale of 
1:20,000 will be adequate for much of the coastline, although in certain question- 
able areas, such as the vicinity of Atchafalaya Bay and around the Mississippi 
Delta, maps at considerably larger scale and in more detail will be required. 

It will be appreciated greatly if your Department will-undertake the mapping 
of the coasts of Louisiana and Texas, as indicated herein, to facilitate the admin- 
istration of the outer Continental Shelf as contemplated by law. The matter is 
—— and I trust that the work can be carried through to completion without 

elay. 

Representatives of this Department will gladly confer with representatives of 
the Department of Commerce as to the details of the work required and the 
priorities which will aid most in the settlement of some of the vexing problems. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


SURVEYS ON THE GULF COAST 


Mr. Preston. Admiral, I do not wish to cover here any matters 
that were discussed yesterday. What is this addtional $175,000 re- 
quested for Geodetic Control? Was that touched on yesterday? 

Admiral Knox. Yes, sir. That was the subject we were on when 
the committee adjourned. 

Mr. Preston. Very well. Just briefly tell us what it is. 

Admiral Knox. The $175,000 is to inaugurate surveys along the 
Gulf coast because of the tremendous gas and oil potential in that area. 

The Secretary of Commerce has received a letter from the Secretary 
of the Interior stating that the latter cannot effectively administer the 
provisions of Public Law 212, which is the offshore continental lands 
act, without an adequate survey of the so-called base line, the line of 
ordinary low-water in that area. 

Mr. Preston. And I gather you place great import on this project? 

Admiral Knox. Yes, sir. 


PERSONNEL 


Mr. Preston. What is your present employment figures, Admiral? 

Mr. AmstaptT. 2,030, as of the end of March. This employment 
includes 307 personnel paid from other than appropriated funds. 

Mr. Preston. There is no new personnel requested in this budget? 

Mr. Amstapt. Only the personnel that is related to the program 
of Geodetic Control surveys in the Gulf coast area. There are 22 
positions involved in that $175,000 program. 


ALASKA SURVEYS 


Mr. Preston. You are still carrying on some work in Alaska, are 
you, Admiral? 
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Admiral Knox. Yes sir; the majority of our work is hydrographic 
work in Alaska. 

_ PRESTON. Have you completed the work up there on the 
islands? 

Admiral Knox. The Aleutian Islands? 

Mr. Preston. Yes. 

Admiral Knox. No, sir. 

Mr. Preston. You are still in that area? 

Admiral Knox. Yes, we will have one ship in that area. The 
proposed working area is shown on page 421 of the justifications. 
Mr. Preston. Off the record for a moment. 
(Off the record discussion. ) 


OBLIGATIONS TO DATE 


Mr. Preston. What are your latest figures with respect to obliga- 
tions, and as of what date? 

Mr. AmstapT. The obligations through March 31 were $9,469,968. 
This amount includes $1,518,497 in transferred funds which makes 
obligations against appropriated funds $7,951,471. 

Mr. Preston. Do you have the figures for June 30, 1954? 

Mr. Amstapt. The total obligations? 

Mr. Preston. Yes. 

Mr. Amstapt. Our obligations for the fiscal year 1954 were 
$11,860,025. 

TRANSFER OF FUNDS 


Mr. Preston. Do you have some transfers of funds? 

Mr. Amstapt. Yes. We had, in addition to the $11,860,025 
appropriated funds, $1,363,767 in transferred funds. 

Mr. Preston. Will you give that last figure again? 

Mr. Amstapt. $1,363,767 in reimbursable funds, making a total 
obligation of $13,223,792. 

Mr. Preston. Did you have a supplemental in 1955? 

Mr. Amstapt. No, sir. 

Mr. Preston. How did you get this figure? 

Mr. AmstaptT. This $9,469,968 includes the transferred funds, Mr. 
Chairman. 

Mr. Preston. How did you get the $11,860,025 in 1955? Our 
records show you got $10.2 million. 

Mr. Amstapt. Our appropriation in 1954, Mr. Chairman, was $12 
million, against which a reserve of $100,000 was placed. 

Mr. Preston. I remember that now, making the $11.9 million. 

Mr. AmstaptT. Yes. 

» Mr. Bow. It is still not clear to me. 
Mr. Preston. For fiscal 1954, the appropriation was $12 million. 

Mr. Preston. Where did your transfers come from? 

Mr. Amstapt. The transferred funds, $1,363,000 are broken down 
as follows: Army, $386,440; Navy, $212,369; Air Force, $581,200. 
All other, the difference, is $183,758. 

Mr. Preston. -Is there anything specific about this budget, Admiral 
Knox, that you feel you should call to our attention today? 

» Admiral Knox. No, sir. 
Mr. Preston. Nothing in particular? 
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Admiral Knox. Nothing in particular. As the record shows, 
yesterday we placed great emphasis on this survey of the Gulf Coast. 

Mr. Preston. Mr. Thomas, do you have any questions? 

Mr. Tuomas. No questions. 

Mr. Preston. Mr. Flood? 

Mr. FLoop. No questions. 

Mr. Preston. Mr. Bow? 


UNIFORM ALLOWANCES 


Mr. Bow. Admiral, I notice some new language, uniform allow- 
ances. Is that for commissioned officers, the uniform allowances? 

Admiral Knox. Partly, sir; that is the result of a law passed last 
session, I believe. Our crews of vessels will also be entitled to this 
allowance. 

Mr. Bow. Your officers are about the same as the naval officers? 

Admiral Knox. Let me correct that statement. Is that the 
amount of $25,000? 

Mr. Bow. Yes; that is correct. 

Admiral Knox. No; that is different. 

Mr. Bow. There is a uniform allowance; that is, I notice some 
language has been added. 

Admiral Knox. Yes, sir; that is the uniform allowance; that is 
correct. 

Mr. Bow. What is that for? 

Admiral Knox. Officers and crew. 

Mr. Amstaptr. The amount required for 1956 for uniform allowance 
is $59,500. 

Mr. Bow. How much of that is for commissioned officer allowance? 

Mr. Amstapr. $42,500 is for crews of vessels and $17,000 for 
uniforms of commissioned officers. 

Mr. Preston. Mr. Horan? 


STATE SEAWARD BOUNDARIES 


Mr. Horan. Mr. Chairman, I want to be brought up to date on 
what has happened on the seaward boundaries. I notice this state- 
ment, a letter from Assistant Secretary of the Interior, Mr. Orme 
Lewis, that was submitted to us this morning carries the date of 
December 3, 1954, and I notice a very interesting assertion appearing 
here in the third paragraph, which I would like to read into the record, 
if I may. 

Mr. Preston. Yes. 

Mr. Horan. It states: 


There is a difference of opinion as to whether the State seward boundaries are 
located 3 geographical miles or 3 marine leagues from the coast. 


Does that go back to the distance that Queen Anne’s guns would 
shoot out to sea, when the first controversy occurred on the seaward 
boundaries? 

Admiral Knox. Mr. Horan, we have a representative of the 
Department of Interior here today who possibly can brief you on 
that point. 

Mr. Horan. Who is the gentleman? 
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Mr. Nretson. Mr. Chairman, this is Mr. Parriott of the Department 
of Interior. 

Mr. Preston. You may proceed, Mr. Horan. 

Mr. Horan. Mr. Chairman, one of the functions as I see it of the 
Appropriations Committee is to elicit from representatives of the 
administration when they appear before us anything that should be 
brought to the attention of the appropriate legislative committees. 
This statement here goes on to say: 

Because of the complications arising out of this situation, we felt that it would 


be sensible to withhold from our first lease sales the areas which might be plausibly 
claimed by the States under the Submerged Lands Act. 


Then it goes on to say: 
Needless to sav, this question cannot be determined administratively. 


May I inquire what you meant by that particular statement in your 
letter to the Secretary of the Interior under date of December 3, 1954? 

Mr. Parriott. Yes. The Outer Continental Shelf Lands Act con- 
tains language which has caused at times quite a bit of controversy 

Mr. Horan. In other words, the language is ambiguous and needs 
to be cleared up; is that your statement? 

Mr. Parriotrr. That is correct. 

Mr. Horan. And that has to be done by legislation? 

Mr. Parrott. It can be done by legislation or it can be done 
by court decision. 

Now, the particular letter to which you referred is a situation which 
existed in Louisiana at the time of our first lease sale held under the 
Outer Continental Shelf Lands Act. In July of 1954 the State legisla- 
ture of Louisiana passed Act 33 of 1954 of the State of Louisiana 
which purports to set a coastline of the State of Louisiana based on 
lines set by the Coast Guard for navigational purposes. This so-called 
coastline was located some 15 or more miles from Louisiana’s shore. 
It was a line delimiting the use of navigational rules for inland waters 
and high seas. They attempted to adopt that as their coastline, as 
used in the Outer Continental Shelf Act, and claimed 3 leagues 
beyond that. 

Mr. Horan. They claimed that under what? 

Mr. Parriotr. Under the State of Louisiana Act 33 of 1954. 

Mr. Horan. Based upon what facts? 

Mr. Parriortt. It is our position that it was based upon no facts. 
It is based upon a regulation passed by the Coast Guard in which 
the line was drawn to determine the rule between the inland water 
and open-sea navigation. Then they claimed 3 leagues beyond that. 

Mr. Horan. What is the 3 leagues? 

Mr. Parriorr. That is the area of included islands stated in their 
constitution when the State was admitted. That is the basis on 
which they make their claim. 

Mr. Horan. Why did they fix 3 leagues? That is what I am inter- 
ested in. 

Mr. Parriotr. Their 1812 constitution said the State owns all 
islands within 3 leagues of the shore. That is the reason they picked 
that, but the inclusion of islands does not extend a boundary. 
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That was the situation that was found there when we went into the 
sale of October 3, 1954, our first lease sale held under the terms of the 
Outer Continental Shelf Act. The State of Louisiana, shortly before 
our sale, based on the Act No. 33, advertised identical parcels. 

Mr. Preston. Any further questions? 

Mr. Horan. Yes; I would like to develop this more completely. 

Mr. Preston. Very well. 

Mr. Horan. Will you proceed, Mr. Parriott? 

Mr. Parriotr. The State advertised for lease sale, identical parcels 
on the identical date of the October 13 sales, all of the parcels that we 
offered between the line 3 miles from the shore and 3 leagues from 
the Coast Guard line. 

That, of course, was a very confusing situation for the bidders in 
these sales. And we felt that it might reflect on the bids. So there 
was an informal meeting with the members of the State Mineral 
Board of Louisiana, in which they agreed to withdraw their entire 
October 13 sale, and in which we agreed that, for the purpose of that 
sale only, we would not accept bids on any parcels between the 
3 miles and the 3 leagues from the actual coastline. 

I have a map which will illustrate that situation to the committee, 
if you would like to see it. 

Mr. Horan. Mr. Chairman, it would be well to make use of the 
map at this time. 

Mr. Preston. Yes. 

Mr. Horan. I want to ask some more questions on it because we 
have an unexplored political situation here in addition to the coastline, 
which I think ought to be put in the record at this point. 

Mr. Preston. Very well. Will you present the map at this time? 

Mr. Horan. May we see the map, Mr. Parriott? 

Mr. Parriorr. Yes. 

This bold line [indicating] along the Louisiana coastline is the line 
established in 1950 by officials of the Department of Interior, Coast 
and Geodetic Survey, and the Department of Justice. This followed 
the decision in the case of the United States against Louisiana, on 
which this line is based, and that is the line which we are adminis- 
tratively using now in the area off of Louisiana. It is called the 
Chapman line. 

Mr. Horan. That refers to the former Secretary of Interior, Oscar 
Chapman? 

Mr. Parriorr. Yes. 

Mr. Mituer. Will the gentleman yield? 

Mr. Horan. Yes. 

Mr. Miuuer. Is that the physical line of high water? This is the 
low water land, I suppose, here [indicating]? 

Mr. Parriorr. Physically it is the low water mark here [indicating]. 

Mr. Mituer. Mean low water? 

Mr. Parriorr. Yes. This red line is the line 3 miles from the 
Chapman line. That is what we say is the outer limit of what is 
quitclaimed in the Submerged Lands Act. 

Mr. Horan. That is interesting because I want to develop this, 
Admiral Knox. It is my understanding, and we have had a lot of 
experience, not only because of oil and gas that might be found beyond 
the shelf, but we have had a lot of trouble in the fishing rights. Mr. 
Williams well knows the Japanese problem, and presumably the 
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situation with the Russians in the Pacific Ocean, may arise. It is 
my understanding that the original 3-mile limit was established 
because Queen Anne’s guns could shoot that far out to sea. 

Admiral Knox. Yes, sir. 

Mr. Horan. Now presumably, down through the years we have 
used the 3-mile limit based upon a very antiquated concept as to a 
problem that occurred several hundred years ago. 

Admiral Knox. Yes. 

Mr. Horan. Today we have atomic weapons which can shoot 
across the ocean and yet we cling to this antiquated concept of what 
constitutes sovereignty at sea. 

Admiral Knox. In general, that is right, but from that 3-marine- 
mile concept arose the concept of the freedom of the seas. 

Mr. Horan. That is what I wanted. 

Admira) Knox. The old Roman concept was freedom of the seas. 
Then during the Middle Ages, there was a reversion to a closed sea 
concept, which culminated in the dividing of the ocean between Spain 
and Portugal. But after that came this concept of the 3-mile limit 
and the concept of the freedom of the seas; Great Britain, the United 
States and Holland, among other maritime nations, always advocated 
the doctrine of the freedom of the seas. 

Mr. Horan. Mr. Chairman, along the line of your questions earlier, 
I think it is important, and I want to find out the importance of this 
work because it not only involves the matter we have before us so 
much, with reference to the tidelands oil and that sort of thing, but 
it involves fisheries, and a lot of other things, and while we may try 
to cling to the freedom of the seas, definitely we are going to have to 
have some bench marks in cases such as this. 

I would like to read the rest of this paragraph, if I may: 

However, once it is finally settled, uncertainty will still exist as to those boun- 
daries due to lack of authoritative and up-to-date information as to the line of 
ordinary low water along the portion of the coast which is in direct contact with 
the open sea. Until these questions are settled, we cannot realize the full potential 
of the resources of the Outer Continental Shelf. The work of this Department 
on the administration of the Outer Continental Shelf Lands Act is being seriously 
hampered by reason of lack of the necessary information. 

And I would also like to say, and I believe it would be pertinent 
and very much in order to point out to the appropriate legislative com- 
mittees that there is need for further exploration based upon facts 
necessitating further legislation. Now, we all want to live with our 
neighbors, but we have had difficulty out our way; we have had 
Japanese fishermen in peacetime shooting at our own people out 
there where there is a conflict over fishing rights, and we have had a 
lot of interesting experiences, and presumably we are going to have to 
go out to the center of the ocean, rather than to hold to the Continental 
Shelf. 

That is all, Mr. Chairman. 

Mr. Fioop. Admiral, it is not conceivable that if you pursue this 
theory —— 

Mr. Preston. Pardon me, Mr. Flood; the questions properly 
would next go to Mr. Miller. 

Mr. Fioop. There is nobody that I would yield to with greater 
pleasure. 

Mr. Preston. Mr. Miller. 

Mr. Miuuer. Thank you. 
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ESTIMATED REQUIREMENTS TO COMPLETE GULF SURVEYS 


Do I understand, Admiral Knox, that this request contains the 
necessary funds for establishing a mean low-water line by your 
survey, that those funds are included in the budget request that is 
before us? 

Admiral Knox. Partly, yes, sir. 

Mr. Miuuer. And if this committee approves the request for 
$175,000 you will have what is necessary to define definitely and 
establish once and for all what the official line will be, insofar as this 
legislation is concerned? 

Admiral Knox. No, sir; just to start on this survey operation. 

Mr. Mituer, That is what I was thinking about. How much 
would it take, all told; approximately how much do you estimate 
that it would take to finish the job? 

Admiral Knox. [hat depends, Mr. Chairman, upon the require- 
ments of the Secretary of Interior. To do the job as was first dis- 
cussed would take about $1.5 million. There are some aspects of 
that operation, however, that may not be required. 

Mr. Miuuer. What is the question of time and facilities with 
respect to finishing the job; how long would it take you to do it, 
under normal] conditions? 

Admiral Knox. That would be very difficult to estimate, because 
of the character of the low water line in the vicinity of Louisiana, 
particularly the delta, where the slope is very, very flat. It is ex- 
tremely difficult to adequately define the line of ordinary low water. 
I would like to make a statement off the record, if I may, 

Mr. Preston. Yes. 

(Off the record discussion.) 


SUGGESTED STATE-FEDERAL AGREEMENT ON AN APPROXIMATE LOW 
WATERLINE 


Mr. MiuuiEr. That brings me really to the crux of my inquiry, 
because in our area we are dealing with tidewater, as you know. 

Admiral Knox. Yes, sir. 

Mr. Muter. This is a very prevalent question and we have found 
miles of shoreline and it is difficult to estimate. 

It occurs to me that this could be a very technical matter, in con- 
sidering a long flat piece of land of that type where there is such a 
small tide flow. 

Admiral Knox. Yes, sir. 

Mr. Mituer. And while it might be scientifically useful—but | 
can see how, to find out exactly where the line is on each acre of that 
area, that there might be a great saving to all concerned if only a 
relatively accurate line was cited and agreed upon in this area, and 
I am talking now about where a quarter of an inch of tide flow might 
mean acres of lands. Might it not be possible to solve a part of this 
by some sort of legislation or quitclaim deed by the States and the 
Federal Government under which they would agree that this is going 
to be the line? 


Admiral Knox. Such a proposal has been made. I believe thef 


Secretary of Interior leases this land in 5,000 acre blocks. It has been 
proposed, informally at least, to delimit the line between the States 
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and Federal boundaries, by a step method, where the limiting line 
would follow the outer edge of these blocks, the individual blocks. 
That, however, would require both States and Federal legislation. 

Mr. Mituer. Would the legal situation be that if your agency drew 
a line that, instead of following every little ripple, that you follow a 
broad stroke of approximately a correct line, in legislation by the 
State of Louisiana and by the Congress, having that adopted as official, 
would that solve the problem from the legal point of view? 

Admiral Knox. I will ask Mr. Parriott to answer that. 

Mr. Parriorr. I think that reciprocal legislation would have that 
effect, yes. 

Mr. Mituser. Now, in that connection, as has been mentioned off 
the record—and I think I would like to put it on the record —it has 
been intimated that the attorney general in Texas has indicated in a 
public speech and in a broad way—I will not attempt to quote him— 
this matter will almost inevitably bring about a lot of lawsuits. But 
would it not be highly desirable if legislation were outlined to bring 
about an agreement, just as sometimes neighbors save themselves a 
lot of trouble by establishing a quitclaim deed, have a quitclaim line 
rather than fighting out difficulties concerning: surveys that might 
indicate conflict? 

Admiral Knox. Yes, sir. 

Mr. Miuuer. Is there anything that we can do in this phase of the 
game that might help in that direction? 

Admiral Knox. Of course, Mr. Miller, that falls under the purview 
of the Secretary of Interior. 

Mr. Miuuer. The Secretary of Interior—— 

Admiral Knox. It is his responsibility to administer the Outer 
Continental Shelf Lands Act and, of course, it is our responsibility to 
make surveys justified for a proper administration. 

Mr. Miuuer. Would this appropriation planned for this fiscal year, 
be susceptible of use if such a plan as that were in line with the first 
step to block out the lands? 

Admiral Knox. Yes, sir. 

Mr. Mriukr. In broad outline, rather than going into the intensive 
surveys for limited areas? 

Admiral Knox. Yes, sir. 

Mr. Miter. In other words, this appropriation would be useful if 
that concept is followed? 

Admiral Knox. Yes, sir; I understand this operation must be done 
regardless. 

Mr. Mitter. And this first $175,000 would be important for you 
under either policy? 

Admiral Knox. Yes, sir. 
Mr. Mitier. That is all, Mr. Chairman. 
Mr. Preston. Mr. Flood. 


RESPONSIBILITY FOR GULF SURVEYS 


Mr. Fioop. Admiral, if this is so important to the Department of 
Interior, are you going to bill that Department for these services? 
Why is it in this appropriation—if they are going to pay for it, why 
is it in this bill? You are asking for $175,000 to do the job for the 
Department of Interior? 
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Admiral Knox. Yes, sir. 

Mr. Fioop. What about the bookkeeping involved? 

Admiral Knox. Mr. Flood, it is the responsibility of the Coast 
Survey—— 

Mr. Fioop (interposing). I know the responsibility of the Coast 
Survey; there might be responsibilities of the Bureau of Standards, 
yet the Bureau of Standards will bill the Army or the Navy or some- 
body else for work requested by them to be done by the Bureau 
of Standards for some other Government agency. Now, we are con- 
cerned only with your budget. The Interior people say they want 
you to do the job. Whey do they not pay for all of it, or a part of 
it? That is not a job so much for you as it is for the Bureau of the 
= people, I know. 

Mr. Nretson. Mr. Flood, in connection with this particular item, 
the responsibility here is for the Coast and Geodetic Survey. 

Mr. Fioop. That I know. 

Mr. Nretson. In connection with jobs which other agencies request 
normally, they are contained in the other agency’s budget. 

Mr. Fioop. That I know. 

Mr. Nretson. In this particular item, we felt that because of the 
eer of the Coast and Geodetic Survey, it should be requested 

ere. 

Mr. Fioop. Now, you are just restating the question. I want an 
answer to my question. You are just restating the question. I want 
the answer. 

Mr. Nrxetson. I believe, Mr. Flood, that if the Congress should 
decide that this item should not be in the Department of Commerce 
budget, but should be in the Interior Department budget, that it 
would be satisfactory to our Department. 

Mr. Fioop. I did not say that; what I want to know is, did you 
ascertain whether the Department ‘of the Interior has any bookkeeping 
charge for half of this, any part of it, or all of it, or is this the first 
time the question arose, where you are doing the job or somebody 
else? It is not unusual in this Appropriation Committee, or in the 
experience of the various subcommittees, for the armed services, 
for such matters to arise. It is not a novel idea at all. This thing 
comes up in all the subcommittees. 

Captain Rirrensure. Mr. Flood, could not we assume that since 
the Federal Government has received $150 million already, for leasing 
those areas which have been offered for sale, and that the $150 million 
did not go into the coffers of the Interior Department, would this not 
be a just charge against the $150 million that has been deposited in 
the Treasury? 

Mr. Fioop. That is a question for the Department of the Interior. 
T am not on the Department of the Interior Subcommittee. I am not 
concerned where it comes from. What I am concerned about is this 
matter, which is purely a budgetary matter for this subcommittee. 

Mr. Parriotr. Mr. Flood, I am from the Department of Interior. 

Mr. Fioop. That is good. Or is it? 

Mr. Parriort. It is all right with me. 

As I understand, the Coast and Geodetic Survey establishes the 
boundaries for any number of purposes, all of which we are not con- 
cerned with. We are concerned mainly with delimiting the State 
boundaries, insofar as the administration of the Outer Continental 
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Shelf Lands Act is concerned, but as it has been previously observed, 
the survey is useful for many purposes. Whereas the Department of 
Interior deals only with resources, the Department of Commerce is 
concerned with mapping. While we have taken in money for leases 
as a department, we have not kept any of it; it has all been covered 
into the general fund. We are asking that, for any mapping purpose 
we use the Coast and Geodetic Survey. 

Mr. Fioop. Let me ask you this: How much will you pay out of 
your budget; how much will you settle for; how much do you want to 
pay out of your budget; how much will you agree to pay—25 percent 
of the $175,000 that you are asking? 

Mr. Parriott. No, sir. 

Mr. Fioop. Will you pay $50,000? 

Mr. Parriortr. No;I think that the purpose for which it is used — — 

Mr. Preston (interposing). May I interject that that is not the 
question before the committee, how much Interior Department is 
going to pay. 

Mr. Fioop. Well, I think it is. 

Mr. Praston. Well, it is my judgment that it is not. 

Mr. Fioop. Well, that is a difference of opinion, that is all, and that 
is the end of that argument. 

Admiral Knox. Mr. Chairman, I have one more exhibit that I did 
not show yesterday afternoon that may answer, in part, Mr. Flood’s 
question. 

Mr. Preston. Well, let us finish this phase of it. 

Admiral Knox. The Department of the Interior makes the land avail- 
able in 5,000-acre blocks, offshore in this manner [indicating]. And 
these triangulation stations provide the means of locating the drilling 
platforms within the blocks in the offshore area. If the Department 
of the Interior, or the Federal Government leases the blocks in such 
offshore areas, they must provide a means of locating the limits of 
these blocks. This proposed survey established geodetic control 
which provides means of locating both the corners of the blocks and 
the drilling platforms within the blocks. Now that is all possible under 
this $175,000. 

Captain Rirrensurac. May I just make this statement, Mr. Flood? 

Mr. Fioop. Certainly. 

Captain Rirrensura. This is not the only area in which we are 
called upon to do some work for other agencies. For instance, in our 
hydrographic survey program and in our nautical chart program, 
these agencies of the Government—for instance, the Maritime Service 
or the Navy Department will ask us to make surveys of certain areas; 
that is our established function, and it is so recognized. The Geo- 
logical Survey again of the Interior Department, will ask the Coast 
and Geodetic Survey to make surveys. We, in turn, will ask the 
Geological Survey to make, say, topographic maps, for our own 
aeronautical charts. So I think you will find in the entire Govern- 
ment it is a matter of requesting those agencies which have authority, 
and the responsibility, to make the needed surveys; to do the work. 

Mr. Fioop. This is only a very limited problem, of course. 
Captain Rirrensura. Ta sir. 


Mr. FLoop. But it is a real problem, in my opinion, and it is some- 
thing that should be looked into. The budget is scattered all over the 
lot and some of us have been trying to narrow these things down and 
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make the proper Government department pay for the job it has done. 
And in this case, it is my opinion that the Interior Department should 
pay a certain percentage of this request for this limited job, 
and certainly it should not pay for all of it, nor should it be put on the 
Department of Commerce. That is the end of that. 

And in this committee there seems to be a difference of opinion here. 


POSSIBILITY OF SURVEY AFFECTING INTERNATIONAL WATERS 


Now, the second question is this: Admiral, you are introducing 
before this subcommittee a very dangerous and a very, very vital 
point of discussion, in my opinion. Have you discussed this matter 
with the Department of State, or have the Interior people discussed 
it with the Department of State? That is, this question of this 
encroachment or extension upon international waters, of these new 
lines that are being set up by an act of Congress, contrary to a decision 
of the Supreme Court of the United States, in connection with these 
oil and gas matters in the Gulf and on the Atlantic coast? 

Now, keep this in mind. This theory that is being expounded 
today, of extending the limits, is a theory that could very easily make 
for a very bad situation, because we cannot have both. A Russian 
vessel shot down a plane, within the 10-mile limits of the Baltic, shot 
down an American plane, within a 10-mile limit of the Baltic Sea. 
That falls within the very theory that is being expounded here today. 
Costa Rica arrests with force of arms; Peru arrests with force of arms, 
the nationals of other nations, an extension under recent developments 
of this new theory. Now, you are coming in here very casually as the 
Geodetic Survey, making a parenthetical request for a few hundred 
thousand dollars for apparently an obscure thing, but I would like 
to point out to you and the Department of the Interior, or anybody 
else that wants to listen, that when we place ourselves in position of 
using the sovereignty of the United States in this kind of action, with- 
out the State Department or anybody else being concerned, you are 
apparently approving the action of certain nations which our State 
Department is resisting very strongly at this very time in other areas. 
Do you know that? 

Admiral Knox. Yes, sir. 

Mr. Fioop. The Gulf of Mexico is international waters. 

Admiral Knox. Did not President Truman’s proclamation con- 
cerning minerals beneath the sea, to the edge of the Continental Shelf, 
take care of that point, Mr. Flood? 

Mr. Fioop. What difference does that make, who made what 
proclamation? I am talking about as of 11 o’clock this morning; 
Iam talking to you. That is a question you can answer yourself. 

I want to know if you talked this over with the Department of State 
or the Interior Department; you are dealing with international waters. 
Now, how far are you going to go, or do you not care, and who is going 
to be concerned with this thing or that? But I promise you that this 
is one thing that is going to arise to haunt you at our first international 
conference, that this problem will be there. That, you can be sure of. 

Mr. Wiuuiams. Mr. Chairman. 

Mr. Preston. Yes, Mr. Williams. 
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DISCUSSION OF BUDGETARY AND DEPARTMENTAL JURISDICTIONS 


Mr. Wiuuiams. Those two questions that Mr. Flood raises are 
related, of course. Two years ago, when some of us came down here 
for the first time, the first of Mr. Flood’s two questions asserted itself 
to us. As I remember it, at the time that we appeared before this 
very committee, the question came up with respect to access roads 
and it struck us rather forcibly at the time, Mr. Flood, at least some 
of us, that here is the Defense Department saying that they need a 
road to uranium deposits or for some other needs for military pur- 
poses; and yet it was an item that was to go into the public roads 
portion of the Department of Commerce budget. It was rather 
difficult for us to understand, because it seemed to us that we were 
merely the agency, if you please, to put the road in; that we were the 
construction operator, so to speak. In many of these cases, it was these 
other agencies who were seeking to have the item put in this budget. 
But for reasons that are not wholly clear to some of us even yet, those 
practices seem to have been set and I guess are still operative. 

Now, I can sympathize quite clearly with Mr. Flood’s first point 
because it is a situation to which I referred a year ago. 

Now, we have discussed the matter with the Interior Department. 
We have not discussed the matter with the State Department, and I 
think that we might have reasons, under the theory that I have just 
discussed, to assume that the Interior Department has the responsi- 
bility to carry out the program of administering the Outer Continental 
Shelf Land Act. Here, again, we are limited entirely to the work of 
the survey, and it would seem reasonable to suppose that the Interior 
Department would be the one properly to clear with the Department 
of State and other departments who would ordinarily support their 
contention, and that we would simply zo along and do the work which 
is determined that we do in accordance with existing legislative 
responsibility. 

Mr. Preston. Mr. Secretary, I am assuming that the Bureau of 
the Budget, and the executive branch of the Government, have 
cleared this matter and that it is properly coordinated, and when we 
get to this point, I am perfectly satisfied that all of that has been 
established by the Bureau of the Budget. 

Mr. Thomas, did you have some further questions? 


CONTRIBUTION TO GEOPHYSICAL YEAR PROGRAM 


Mr. THomas. I have 2 or 3. What part of the funds, either trans- 
ferred or appropriated in your 1956 budget, will be used for the 
geophysical year? 

Admiral Knox. That is a separate appropriation, Mr. Thomas. 

Captain Rirrensure. There is no money provided in this appro- 
priation for the geophysical year. 

Mr. Tuomas. Are you making any contributions to the geo- 
physical year in any way, shape or form or fashion? 

Admiral Knox. Yes, sir. We will have complete charge of the 
magnetic program during the geophysical year and we will man 
the Honolulu longitude station for the world longitude net. 

Mr. Tuomas. Will these be transferred funds from the National 
Science Foundation, and, if so, how much will that be? 
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Admiral Knox. Yes, sir; all the necessary funds, for the additional 
work in manning the stations. 

Mr. Tuomas. There are no funds in this budget? They will be 
transferred from the National Science Foundation? 

Admiral Knox. Yes, sir. 

Mr. Toomas. How much are they going to transfer to you? 

Captain Rirrensure. There are several amounts that have been 
discussed up to this time. The approximate amount is in the vicinity 
of $1 million, if the full program is carried on. 

Mr. Tuomas. Will your part of the work be completed during the 
fiscal year 1956 or will it go beyond 1956? 

Captain Rirrensura. This is only the start. 

Admiral Knox. It overlaps into 2 years, an 18-month period. 

Mr. Tuomas. Is there a limitation placed upon it dollarwise, or 
timewise? 

Admiral Knox. Yes, sir. 

Mr. Tuomas. It would be completed, cannot go beyond June 30, 
1959, as I recall it. 

Admiral Knox. It is necessary to have an overlap in years because 
of the difference in the seasons in the Southern Hemisphere and the 
Northern Hemisphere. 


UTILIZATION OF TRANSFERRED FUNDS 


Mr. Tuomas. Getting back to the question of bookkeeping again, 
raised by the gentleman from Pennsylvania, Mr. Flood. We cer- 
tainly could not hold your Department for any mixup that might 
occur, because that is purely a matter for the Bureau of the Budget to 
decide. But for this year you are asking roundly $10.4 million, and 

et you have got appropriated funds, and your charts show, that you 
have an additional $1.3 million in here of transferred funds. Does 
that $1.3 million include the $1 million for the Geophysical Year, or 
what does it include? 

Admiral Knox. No, sir; that is transferred funds from the Depart- 
ment of Defense, mostly for the sale of charts. 

Mr. THomas. Your justifications are certainly inadequate and I say 
that kindly, because they do not clearly set out anything about trans- 
fer of funds; certainly there is no mention in here that I have been 
able to discover in a cursory examination of transfer for the Geo- 
physical Year, indicating how you are going to spend it. And it all 
adds up, first and last, in your budget, that there is at least 10 or 15 
percent of your budget unaccounted for. The Congress has no con- 
trol over it whatsoever, to the tune anywhere of from 1.3 million to 
2.3 million. 

Captain Rirrensure. Mr. Thomas, the largest portion of that 
$1,300,000, $750,000, is constituted by transfers of funds from the 
Air Force and Navy. 

Mr. Tuomas. $750,000 from the Air Force. Is that not correct? 

Captain Rirrensure. None of that is for the Geophysical Year. 
No part of that item of $1,300,000 is 





Mr. TxHomas (interposing). I think, in the future, gentlemen, for 
your own good and for the good of the Congress, you ought to account 
for every dime of your expenditures, whether by direct appropriation 
or by transfer. 
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Captain Rirrensure. If I may just continue for a second, Mr. 
Thomas. 

Mr. Tuomas. Yes. 

Captain Rirrensure. About $800,000 of that $1.3 million was 
called for by the language in our appropriation act which states ap- 
proximately that the nel shall reimburse the Coast Survey for 
the paper and printing of the charts that will be delivered to them— 
the nautical and aeronautical charts. 

Mr. Tuomas. I notice that you attempted to justify the item by 
saying that you cannot continue without some appropriated funds for 
your paper stock because it is low, and you are going to have to take 
seven employees off your payroll to meet the Sauent for paper stock. 

Captain Rirrensura. Yes. 

Mr. Toomas. That angle is perhaps well set out, but the others 
are not. 

Captain Rirrensure. Prior to 1952,-we furnished to the military 
and other agencies of the Government, nautical and aeronautical 
charts from our appropriated funds. During the Korean situation 
when the demand upon us for aeronautical and nautical charts was 
so high that we could not keep up—we ran out of paper—the Bureau 
of the Budget and the Congress reduced our 1952 appropriation, I 
believe it was, but it could have been the 1951—our 1952 appropria- 
tion was reduced by approximately six or seven hundred thousand 
dollars, and this language was then inserted in our appropriation bill, 
that the military would reimburse us for the charts that they used 
on the basis of the cost of paper and printing. 





NAUTICAL CHARTS 


Mr. Tuomas. Your justification quotes your act whereby you are 
supposed to give free of cost the charts to the military, but the lan- 
guage in the appropriating bill puts a limitation on it. The statute 
provided free distribution of charts and other publications to Mem- 
bers of Congress, governmental agencies, libraries, institutions of 
learning, and so on, and to foreign governments. The Japanese pro- 
cured our charts from a sunken submarine. They really got them 
the hard way, did they not? 

Admiral Knox. The charts I referred to were confidential charts 
and not those on sale. 

Mr. Tuomas. What charts are you giving free now? 

Admiral Knox. Copies of all our unclassified charts to those mari- 
time countries who are members of the International Hydrographic 
Bureau, and we in turn receive copies of their charts. 

Mr. Toomas. What is the difference between your classified and 
unclassified charts? The Army, Navy, Air Force, Maritime Com- 
mission, all use your charts. They are available to anybody who 
wants to go to the Government Printing Office and buy them? 

Ad deed Knox. Not the confidential. 


Mr. Tuomas. What is the difference? 

Admiral Knox. Those of military areas are confidential. 

Mr. Tuomas. As far as navigating a submarine or flying an airplane, 
the charts are available at the Government Printing Office and give 
all the information you need except perhaps an area of 40 or 50 miles 
around military installations? 
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Admiral Knox. I think the answer would be “No.”’ We have a 
restricted chart for the Navy which we furnish only to the Navy. 

Mr. Tuomas. That is in coastal waters of the United States? 

Admiral Knox. Yes, sir. 

Mr. Tuomas. That is rather limited information at that, is it not? 
There is not too much confidential information on the charts that the 
foreign countries do not already know. 


CHART SALES 


Your sales this year are about $500,000 in these charts? 

Admiral Knox. Yes. 

Mr. Tuomas. Are those funds turned in tothe Treasury or do you 
use them? 

Admiral Knox. They go into the miscellaneous receipts of the 
Treasury. 

Mr. Tuomas. Who pays for these charts? 

Admiral Knox. The yachtsmen, noncommercial boat operators, 
fishermen. 

Mr. Tuomas. How about the subsidized lines? 

Admiral Knox. They pay for them. 

Mr. Tuomas. Do you get enough from the sale of the charts to 
defray the cost? 

Admiral Knox. We get enough to defray the cost of paper and 
printing, as the law requires, and our interpretation of the word 
**printing”’ is broad. 

Mr. Tuomas. Does that cover the administrative cost for mailing 
and everything else? 

% Admiral Knox. It covers the cost of packaging and mailing. It 
covers the cost from the time the compilation is received. 

Mr. Tuomas. It does not include the cost of compilation? 
Admiral Knox. It does not include survey costs and compilation 
costs. 

CHART FEES 


Mr. Tuomas. What do these charts cost? 

Admiral Knox. The prices vary from 25 cents to $1 for the 
nautical charts and from 5 to 40 cents for aeronautical charts. 

Mr. Tuomas. What would they cost if they were bought from a 
commercial company? 

Admiral Knox. A chart of Biscay Bay would be about $4 or $5. 
A chart of New York Harbor would be only about what we charge, $1. 


OTHER OBJECTS OF EXPENDITURE 


Mr. Tuomas. I notice “Other objects of expenditure” represent 
about 25 percent of your appropriated funds. I do not know what 
becomes of your reimbursable funds. I find no justification in here 
for your “Other objects.” As a general rule those other objects do 
not exceed 18 or 19 percent, or a high figure is 20 percent. Some 
agencies hold their other objects expense to 10 percent. Here yours 
is 25 percent. Will you quickly justify your other objects? I do 
not find your justification. 

Mr. Amstapr. Mr. Thomas, starting at page 466 we have a detailed 
description of each of the other objects of expenditure. 

Mr. Tuomas. I see it now. 
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TRAVEL 


What about ‘‘Travel.” Why is there an increase of $33,800 over 
last year? ib hs . 

Mr. Amstapt. That entire increase of $33,000 is related to the 
additional geodetic surveys in the gulf coast area. 

Mr. Tuomas. It could not be entirely related to that. In 1954 you 
had $623,000, which is about $60,000 more than you are requesting 
for 1956. 

Mr. Amstapt. We had a considerable reduction in 1955 and 1956 
below the 1954 level. — 

Mr. Tuomas. Is this sea travel, land travel, or air travel? 

Mr. Amstapt. On page 450, Geodetic control, the amount of 


$175,000-—— 


Mr. Tuomas. I will read your own justification, which is practically 
worthless: 


Administrative—Travel and per diem of officials making periodic inspection 
trips of field installations and meeting with officials of other Government agencies 
and private organizations, 


Then you say: 


Nonadministrative—Travel and per diem for hydrographic, topographic, 
geodetic control, and airborne magnetic parties and flight checkers and tide and 


current observers in a continuous travel status; and travel of presonnel making 
official change of station. 


For $563,000 your justification is quite inadequate. What part 
of this are you using for official change of station and what part are 
you using for Government agencies and private organizations? Is 
that land, air, sea, or what? 

Mr. AmsrapT. I will be glad to furnish that information for the 


record. 
(The information is as follows:) 


P. 330-02— Travel—Fiscal year 1956 


Administrative travel: Travel and per diem of offcials traveling by 
common carrier to make periodic inspection trips of field installations, 
and meeting with officials of other Government agencies and pri\ ate 
CRRA ORIIIIEE Si i as a i dak id ii pe el cath - a $14, 000 
Change of official station: Tra’ el and per diem and transportation of 
household goods for employees and their dependents while changing 
CN atria aire ts S cca cpa eee a xa upp aise baile ee semen 28, 000 
Travel of field parties: Field survey parties are in continuous travel 
status and are paid per diem as follows: 
Geodetic parties: Average per diem of $3.90 times 283 men for 340 


nh berth nde Dhb esate meant hain Hennainas Neann eich ... 375, 000 
Topographic parties: 
$3.50 times 32 men for 340 days... .-............--.-....u. 40, 800 
S400 times G- mon for 340 dayass. 2: . <n cn eect ei ceak 9, 000 
$7.50 times. S men for 340 days... 2.022. ee 12, 000 
Airborne magnetic party: $9 times 3 men for 340 days___________ 9, 000 
Hydrographic field parties: $4 times 38 men for 340 days_________ 52, 000 


Note.— Movement of parties between locations of field operations is made by 
Government truck. 


Travel and per diem of employees and members of their families return- 
ing to the United States as provided in Public Law 737, 10 at $1,000__ 10, 000 
Miscellaneous travel and related charges.___._._______________________ 14, 100 


Obligations for travel as of Dec. 31, 1954, are $339,444, 
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Mr. Tuomas. What are your expenditures to December 31 of this 
fiscal year for travel? 

Mr. Amstapt. Again that is a figure I will be glad to furnish. 

I would like to say that of the $563,900 for travel and per diem, 
less than 5 percent is for administrative travel. 

Mr. Toomas. What is the rest of it for? 

Mr. Amstapt. The rest of it is for change of station, which is not 
too large a portion—I will be glad to furnish the exact figures—and 
a large part is for the movement of field parties. 

Mr. Tuomas. Those parties are moved by land, air, sea, or what? 

Mr. Amstapt. That is for the movement of our hydrographic, 
topographic, and geodetic control parties by land. 

Admiral Knox. Practically all by truck. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. What about rents and utility services? It has gone 
to $91,000 in 1956, which is $7,100 more than 1955. 

Mr. Amstapt. The largest part of that item is for the hire of air- 
craft. In Alaska we find the use of conventional aircraft and heli- 
copters conducive to efficiency and economy. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Your big money is under 07, ‘Other contractual 
services.”’ What are they? You state in your justification: 

Administrative—Repairs and maintenance of adding machines, calculators, 
bookkeeping machines, and various other pieces of office equipment. 

Is that rent, or is it what it says it is, maintenance and repairs? 

Mr. Amstapt. Nonadministrative includes repairs and maintenance 
of trucks, surveying instruments, and soon. Nonadministrative cost 
is the largest part. Repairs and maintenance of adding machines 
and calculators are a very small part. 

Mr. Tuomas. Your justification does not jibe with the words you 
have just said. When you say ‘Repairs and maintenance of adding 
machines, calculators, bookkeeping machines, and various other pieces 
of office equipment” are you referring to IBM equipment? 

Mr. Amstapt. No; IBM machines are on a rental basis. 

Mr. Tuomas. Where is that covered? 

Mr. Amstrapt. Under “Rents and utility services.” 


REPAIRS OF VESSELS 


Mr. THomas. What about your repairs of vessels? How many do 
you have? 

Admiral Knox. Seventeen. 

Mr. Tuomas. Seventeen ships, tenders, launches, landing craft, and 
small boats. What was your estimate of repairs last year on those 
17 vessels? Were they transferred to you by the Navy? 

Admiral Knox. Some were transferred to us by the Navy. 

Mr. THomas. Without cost? 

Admiral Knox. Without cost. Others we constructed ourselves. 

Mr. Tuomas. What was your estimate for fiscal year 1955 on your fF 
repairs? 
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Mr. Amstapt. $175,000. It is the same amount in 1956 as in 
1955. 

Mr. THomas. How much did you spend the first 6 months of 
fiscal year 1955 on your repairs of vessels? 

Mr. AmstaptT. I will be glad to furnish that for the record. 

Admiral Knox. Mr. Thomas, that is a seasonal item. 

Mr. Tomas. That is no excuse for not having the information 
here, regardless of when they are repaired; is it? 
(The information requested is as follows:) 


Repairs OF VESSELS, DECEMBER 31, 1954 


The amount obligated for repairs of vessels as of December 31, 1954, is $38,930. 
Obligations as of March 31, 1955, are $138,430. 


Norte. —All major repairs are performed during the winter months. 
SUPPLIES AND MATERIALS 


Mr. Tuomas. What about your supplies and materials? 

Mr. AmstapT. The largest part of this supplies and materials item 
is the purchase of fuel and lubricating oil for our ships ($148,000) and 
the purchase of gasoline for our trucks ($102,000), as well as supplies 
for our mobile equipment ($87,000) and reproduction equipment 
($164,000). 

Mr. THomas. What is the nature of some of those? 

Mr. Amstapt. Inks for our printing presses; supplies used in the 
reproduction of charts and maps; batteries, tires, and similar items for 
our trucks. 

VEHICLES 


Mr. Tuomas. How many trucks do you have? 

Mr. Amstapt. We have 405 trucks. 

Mr. THomas. How many passenger cars? 

Mr. AmstapT. We have 16 station wagons, no passenger-carrying 
automobiles. 

Mr. Tuomas. What are you seeking in this budget, three new cars? 

Mr. AmstaptT. We are seeking authority for the replacement of 
three of our station wagons. 

Mr. Tuomas. What is the toal number of motor vehicles you have? 

Mr. AmstaptT. 420, sir. 

Mr. Tuomas. And ‘they are all trucks, you say, with the exception 
of three passenger cars? 

Mr. Amstapt. With the exception of 16 which we use in a dual 
capacity, both as trucks and as passenger carriers. 

Mr. Tuomas. Where are they located? 

Mr. Amstapt. Most of them are with the geodetic parties. The 
remainder are with out hydrographic and topographic parties. 

Mr. THomas. Where are those 420 vehicles located? 

Captain Rirrensera. They are all over the country with geodetic 
and topographic parties. 


RENTS AND UTILITY SERVICES 


Mr. THomas. Do they have offices in the District of Columbia? 
Captain Rirrenspere. No. We have nine field offices. 
Mr. Tuomas. Where are they? 
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Captain neciesiceli Boston, New York, Norfolk, New Orleans, 

San Francisco, Los Angeles, Portland, Seattle, and Honolulu. 
gat Tuomas. Are they separate and distinct from the Washington 
office? 

Captain Rirrensure. Not separate and distinct. 

Mr. Tuomas. That rent item covers nine offices? 

Captain RirrensurG. Most of the offices are in Government- 
owned buildings. 

Mr. Tuomas. Why do you need that rent? How many of the nine 
offices are not in Federal buildings? 

Captain Rirrenspure. Portland, Oreg. 

Mr. Tuomas. Only one? 

Captain Rirrensure. Yes, sir. 

Mr. Tuomas. Only one is not in a Federal building? 

Captain Rirrensure. The other eight are in Federal buildings. 

Mr. Tuomas. Does the GSA pay for the rent in Portland, or do 

ou? 
' Captain Rirrensura. The Public Buildings does. It was taken out 
of our budget several years ago. 

Mr. Tuomas. What rent are you paying in Portland? 

Captain Rirrensure. I believe we transferred about $30,000 to 
GSA to cover the rental of offices we had at that time. 

Mr. Tuomas. Does $30,000 only cover the rent at Portland? 

Admiral Knox. No; there was ship space at Seattle. 

Mr. Tuomas. Where is that located? 

Admiral Knox. Ship space at Seattle to provide a base for winter 
tieup. 

Mr. Tuomas. To whom is that money paid? 

Admiral Knox. To the private owners, one of whom is the Mil- 
waukee Railroad Co. 

Mr. Tuomas. What is the total amount of that? 

Captain Rirrensure. That is a total of $14,000, I think. 

Mr. THomas. Who pays the bill now? 

Mr. Amstapt. GSA. 

Mr. Tuomas. By transfer or appropriated funds of their own? 

Captain Rirrensurea. I think by appropriated funds of their own. 

Mr. Tuomas. What is this item in here for rents for? 

Mr. Amstapt. What page is that on, sir? 

Mr. Tuomas. Is that for office space or IBM equipment, or what 
is it for? 

Captain Rirrensure. This $91,000 at the top of page 468? Rental 
of IBM equipment costs about $35,000 a year. That is included in 
the $91,000. 

Mr. Tuomas. You set out under ‘Rents and utility services” 
$91,000. 

Captain Rittenburg. $91,000 for 1956. 

Mr. Tuomas. An increase of $7,100. What does that cover? 

Mr. Amstapt. The $7,100 increase is related to the geodetic control 
program on page 450. 

Mr: Tuomas. Your justification states it is for rental of IBM 
equipment. 

Admiral Knox. That is the administrative portion of it. 
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Mr. Tuomas. The justification states that the nonadministrative 
portion is for— 

Hire of launches, small boats, pack teams, guides and aircraft for the transporta- 
tion of personnel and equipment to and from isolated regions of Alaska, and for 
flight checking and coast pilot investigation; rental of office and storage space and 
ship mooring; heat, gas, light, power, and water at field offices, observatories, and 
ship bases; rental of IBM equipment for computation and adjustment of field 
surveys and analysis of geophysical data; and rental of Xerox or other reproduc- 
tion equipment. 

Can you break it down and uncommingle it, so to speak? You 
rent one office space in Portland. Do you know whether that is ap- 
propriated funds or whether you make reimbursement to the Public 
Buildings and Grounds? 

Mr. Amstapr. We do not make reimbursement to Public Buildings 
on that. We will be glad to furnish details of 05 items. 

(The information is as follows:) 


Breakdown of rents and utilities (05) for 1956 


OGRE te II oo oo nok twee cin omen ainmteae sca ashe tine 
Pental of reproduction equipment -_--_- pe es ata ence en ob ae 8, 000 
Eilon thas 20S. bo Sis Li cele coe cece ca cee asa wit) ee 
Utilities (charges for heat, light, power, water, gas, electricity, etc.)._._. 27, 500 
Space rental for office use, trailer parking, campsites, ete______..___-- 14, 100 
Hire of launches, pack animals, etc., for transportation of field personnel 
Gpeaeges tee eee Seka ool aE as en none 4, 200 
MAT thsi etinn <p aden atone ‘ihe Gp AAEM Sickie a 91, 000 


Mr. Tuomas. What are your total expenditures for the first 6 
months of fiscal year 1955 for your other objects? 

Mr. Amstapt. I have that figure available, sir, but I would have to 
separate my personal services. Personal services, $3,926,664; other 
objects, $1,188,057; and total obligations, $5,114,721. 


RATIONS, CREWS OF VESSELS 


Mr. Tuomas. What about your rations for crews? Are these 
per-diem employees? 

Admiral Knox. No; they are ship employees, sailors and firemen. 

Mr. Tuomas. Do you count them as per-diem employees? 

Admiral Knox. No, sir. 

Mr. Tuomas. Are they civil service employees? 

; Captain Rirrensure. They are schedule A under the Classification 
Act. 

Mr. Tuomas. How can you use the round figure of $170,800 for 
1956, the same as for 1955? 

Captain Rirrenspure. That is because the authorized strength of 
each of those ships is constant from year to year. As long as a ship 
is in operation it will have the same crew. The ration allowance has 
not changed since 1952. 

Mr. Tuomas. The food cost has changed since 1952. 

Captain Rirrensure. We have had no complaints in the last year 
or two about our ration allowance to the crews and therefore we have 
not raised the allowance that the men get. 

Mr. Tuomas. What were your expenditures for 1954 for food costs? 


61922—55——_10 





144 


Captain Rirrensure. We do not purchase the food as such. What 
we do, we allow the skipper or commanding officer of the vessel so 
mane meeney based upon the number of men te has, and he purchases 
the food. 

Mr. Tuomas. What did your rations cost for 1954? 

Mr. AmstapT. $211,103. The reason the amount has decreased 
from 1954 is that our largest ship is not included in this amount. It is 
now laid up. 

Mr. Tuomas. Was it laid up in 1955? 

Mr. Amstaprt. Yes, sir. 

Mr. Tuomas. No further questions, Mr. Chairman. 

Mr. Fioop. Mr. Chairman, I did not get an answer to the question 
I asked about the Department of State. I want the record to show 
this: With the exception of certain activities by the Department of 
Defense for continental defense, is there an attempt to establish a 
Continental Shelf in the international waters? Before that is done | 
would like to be assured—and I will not sign this report until the 
Department of State declares if they are or are not interested. If 
they are not interested, that ends it. If they are interested, I want to 
know to what extent. 

Mr. Preston. In my judgment that is a matter for the Legislative 
Committee and not for this committee. 

Mr. Fioop. The Appropriations Committee has many duties other 
than just passing on dollars and cents. 


PERSONAL SERVICES 


Mr. Horan. Mr. Chairman, there is something that confuses me 
on page 411. I wish Admiral Knox or the captain would explain the 
positions and average number and justify those by the figures in the 
committee print. It appears you have a lot of lapses there from 
page 411. 

Mr. Preston. What Congressman Horan is referring to, your 
present employment figure is 2,030, and as of November 30, 1954, 
you had 1,647. Are there people in addition? 

Captain Rirrensure. In October of each year we reduce the crews 
for winter lay-up. We will also reduce the geodetic parties. Those 
are the ovate we will lay off during the winter months because it is 
not economical to keep the crews and parties up to full strength during 
the winter. Along about the first of April we are increasing this 
strength. 

Mr. Horan. Could you supply for the record the savings that occur 
from this operation? 

Captain Rirrensure. Yes, sir. 

Mr. Horan. And its disposition. 

Captain Ritrensure. Its disposition would be a very simple matter 
to answer. We live within our appropriated funds and that is the 
way we do it. During good working seasons we operate at full strength 
and during the poorer seasons we operate at a minimum. 

Mr. Horan. I would like to have an answer to that, and you could 
supply it for the record. 

Captain Rirrensure. Yes, sir. 

(The information is as follows:) 
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Analysis of savings (lapses) due to seasonal employment policy 


rews Ge Wemueehs 150560406 Oi. 28 Se ee ek $248, 600 
Geodetic, topographic, and airport survey parties... ...-. sie Micki Sinise cache ss 74, 800 
TRON s carte acewn ance etmuiai ik « ania Geile. 323, 400 


Mr. Amstapt. The 1,647 that appears on page 411 is now 1,723. 
The 2,030 employment as of the end of March includes employment 
from all funds. 

Mr. Horan. The committee print does not jibe with these figures 
in the justification and it confused me and I would like to have it 
cleared up. 

Mr. Preston. Furnish a statement for the record. 

Mr. Fioop. One final thing. I would like you to advise the com- 
mittee in writing that you have discussed with counsel for the State of 
Louisiana and other Ste tes concerned whether or not this matter could 
be properly adjusted without the expenditure of further funds by an 
amicable action and appointment by the United States Supreme Court 
of a master to take testimony for the determination of this problem. 

Mr. Parriort. We have, of course, discussed that, not so much an 
amicable action as the starting point of terminating the boundary dis- 
pute with the State of Louisiana. 

Mr. Fioop. I just want the record to show that the Chief Counsel 
for the Department of the Interior believes or does not believe that 
an action of original jurisdiction before the United States Supreme 
Court of an amicable nature looking toward the appointment of a 
master by the Supreme Court of the United States or a commission 
to determine this would save the taxpayers considerable money and 
the Department a multiplicity of suits. There is historical precedent 
for this thing. 

Mr. Parriorr. Yes; in California. 

Mr. Fioop. A hundred years ago the books were full of this. It is 
nothing novel. 

Mr. Parriotr. We will write a letter to that effect to answer your 
question, and I have discussed the Louisiana Act 33 and would like 
to leave for the record a copy of the opinion of the Acting Solicitor 
of the Department on the subject. 

Mr. Preston. Let me see it. I will keep it in the committee files, 
but I think it is too lengthy for inclusion in the record. 

Thank you, gentlemen. 
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Wepnespay, Aprit 20, 1955. 


NATIONAL BUREAU OF STANDARDS 
WITNESSES 


WALTER WILLIAMS, UNDER SECRETARY 

GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

DR. A. V. ASTIN, DIRECTOR 

N. E. GOLOVIN, ASSOCIATE DIRECTOR FOR ADMINISTRATION 

W. W. BOLTON, JR., BUDGET OFFICER, NATIONAL BUREAU OF 
STANDARDS 


EXPENSES 
Amounts available for obligation 





1954 actual | 1955 estimate | 1956 estimate 





Appropriation or estimate (obligations incurred) --............|......--.--.--|...-.--------- 
Comparative transfer from— , 
“Research and testing, National Bureau of Standards’’ _ __ $2, 991, 917 
‘‘Radio propagation and standards, National Bureau of 
Standards” _____.__. J53b5 2. ead conte eet pe sebht bealede 1, 950, 321 
“Operation and administration, National Bureau of 
EN nxn ncccacnetincacsananecac cablemmdgeamedontale 750, 000 
IR, 6 cudilincapnpttvacansndegiiananimed 5, 692, 238 





Obligations: by activities 





Description 1954 actual | 1955 estimate | 1956 estimate 

1, ene ii. Sect eiieke Sees. 8 $1, 950, 344 $2, 517,000 $3, 339, 000 

DB, FS in. a cthind ibcantesinetth Eien ddcnainnsObseeee 1, 560, 262 1, 272, 500 1, 800, 000 
3. Testing. calibration, and specifications_-_-._-.......-..--.-. 838, 436 803, 500 986, 

4. GEE ORIN SUN CIIUE bi we dcdcksdidecbesssdtccestss 1, 334, 196 1, 397, 000 1, 625, 000 

Tebel CRUGUIIING |. ckicddacackasnssevenssceondbbighiets 5, 692, 238 5, 990, 000 7, 750, 000 





Obligations by objects 
07 Other contractual services: 




















TOGO cogs cic Shuts ds eee wad ech ieewsunds cote td dex $5, 692, 238 

A sph ht tacky dx ngicel BC aoa Natacha sae niall aie ls AE 5, 990, 000 
ao be acai rns = i rake ty w hace ee Bae ee a 7, 750, 000 

Analysis of expenditures 

1954 actual | 1955 estimate ) 1956 estimate 

anes | pi bse bh cbetons 
Obligations incurred during the year.........................-].........-.... [och seuddeacuae $7, 750, 000 
Obligated balance carried forward ............--.-------------- | icine peacmenals SS cactipienterdat eas —950, 000 
Total expenditures (out of current authorizations) - - - --- paves tee | pide l oe eee 6, 800, 000 


PLANT AND EQUIPMENT 
Amounts available for obligation 


| 
| 1954 actual | 1955 estimate | 1956 estimate 
al ee eM oe 


. | pe ee 

Appropriation or estimate (obligations incurred) ---_.......--- | nb bindacuhes | a ca $250, 000 
Comparative transfer from— 
“Operation and administration, National Bureau of 


tan a a Naa i cect Dah heed 
“Construction of laboratories, National Bureau of Stand- | 
” 238, 023 | Ng alii 
“Construction of laboratories (liquidation of contract | 
authorization), National Bureau of Standards’’----__-_-_-_- | 318, 847 | 264, 967 ee 


I oo iptare east ai adiabadseaus | 794, 906 | 656, 647 250, 000 
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Obligations by activities 





| | 





























Deseription 1954 actual / 1955 estimate | 1956 estimate 
9, cee | $238, 036 $250, 000 $200, 000 
9, BOR NS id coo esecs cesses esctete RR Cece casanas Ween dbes senses cswncceussis 50, 000 
3. Construction: 
(a) Guided missfle laboratory. -_............-...------.-- Gee rere sac ec secs 
I niiasiiinsnssetciicaimetiiciisastaiel talent 493, 331 I Rilsiiisacttchtesiarianniacn 
UR OU ~bh escent | 794, 906 656, 647 | 250, 000 
Obligations by objects 
| 
Object classification 1954 actual | 1955 estimate 1956 estimate 
NATIONAL BUREAU OF STANDARDS | 
07 Other contractual services. .......-...------.------------| $597,165. $628, 210 | $250, 000 
— ——————— —- — — ——— —— 
ALLOCATION TO PUBLIC BUILDINGS SERVICE, GENERAL SERVICES | 
ADMINISTRATION 
OF TRG ork arden dencctuddncccccas caektades Aanivais 953 150 | ks 
03 Transportation of things_..........-.---~-- jcerecneta ean Be Be ewan ¥ 
04 Communication services_-_........-.--- de Shingle Ne bel Khe 426 200 ‘ 
05 Rents and utility services_.___...-.-.---- SR PP EA SE IS GO Be eien cane | idl adeeahiniaims ais 
06 Printing and reproduction.__---...---- divcicanpttealaetan 419 BE ichinmuevas 
C7 Ce I in iio renmcdcctiindpananctansann 49, 756 NE Blatt hE Rhee wsice 
08 Supplies and materials_..............---- ete aek emer haart BPs Rising. tncihas ie Se 
16. Da lh ii iin tinenunendeerenanane 145, 119 22, 887 
NIN oi didn cn exicac when sitindeeabecesae oad 197, 741 | 28, 437 | 
—— —— |= —— 
SUMMARY 
OE eh ail sinc cana ngwaiinancandseenase anne sisal 953 GON Pecstcteetesss 
GS rpms Oe Se «oe os sae case esc sks } Ct sce cs cessasinn So , 
04 Communioati wm services. ........................-....- 7 426 . jes 
06. Rents and Uiis Services............-..........--..-.--. CN ivi cunndans Shia Nisith a seaeaatol bans 
ee a ee ee 419 SO Basmati aaeaa 
07 Other contractual services-_-_.......-----.----------- ean) 646, 921 633, 210 250, 000 
oe ee ee eee Gasol Ae Se ay cd we 
WO) ee ke kee enc ot 145, 119 | 22, 887 | 
I li ea 794, 906 | 656, 647 | 250, 000 



































Cree 3g sc ee eee cl ices hae SAGES ee | ieevan awe $250, 000 
Obligated balance carried forward ___..................----_-- | ree |- ake cna ms —65, 000 
Total expenditures (out of current authorizations) ___- |-------------- | uaa | 185, 000 
Amounts available for obligation 
(Revised estimates) 
a 
In budget = — | Difference 
Appropriation or estimate (obligations incurred) .__....-__.___- $250, 000 | $1, 015, 000 | 12 pacguacamelt © “Gilil aes +$765, 000 
| 
Obligations by activities 
(Revised estimates) 
| . 
pei In budget = | Difference 
he PE ot Joeluite vos ine Batten outaithbe $200, 000 $200,000 | $200,000 $200, 000 | is oa ee 
2. Special equipment 68, 008 50,000 |____- 5 
3. Construction of Electronic Calibration Center_....._.._._-- [mes~-onseked Dashade = OR 765, 000 | +$765, 000 
NN 250, 000 | 1, 015, 000 | +765, 000 
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Obligations by objects 
(Revised estimates) 


Revised 


In budget Inte estimate 
0.0 


Difference 


07 Other contractual services... .............-.-------.------ $1, 015, 000 +$765, 000 





Mr. Preston. The committee will come to order. 

The next item we will consider will be National Bureau of Standards. 
This item is found at page 146 of the committee print and at page 1104 
of the justifications, part IT. 

We will insert in the record at this point data showing summaries of 
requirements and of estimated obligations. 

(The pages referred to are as follows:) 


NATIONAL BUREAU oF STANDARDS 
EXPENSES 
Summary of requirements 


SWRI: T.5. ii6s cbt endo cavnetndas GhaTePASE en dR ce degcevadee caweansdeeuepasee 
Comparative transfers from: 


CORROEE SII aot Akin 0 os no hic s' Saws dvwain yd eae won eee See abs $3, 150, 000 

“Redio pasgeastion end mamaards” ..  . - 5 5. 6656s s cc een sce seen scdess sth 2, 100, 000 

"COROT RENED GE UMNTIINROMOINEE 3. 8 a 2 is Sie ec acaw ads sss scoccnep ce eek 750, 000 

Transfer to “‘Salaries and expenses, Office of the Secretary’’ for management survey. —10,000 
Se cote ab ener ts cate aiken nt crete sinhbnsbeuenae senna ee eakaalashmnmbedon $5, 990, 000 


Net difference, 1956 over 1955: 

















Requirements Difference, 
increase 
By activity (+) or 
1955 1956 decrease 
adjusted | estimate (-—) 
Me a nT el ok eat $2, 517,000 | $3, 339, 000 +-$822, 000 
SPOT cess geccqre swe seveu—~sesewenaxceconven 1, 272, 500 1, 800, 000 +527, 500 
Testing, calibration, and specifications... ere 803, 500 986, 000 +182, 500 
General technical services... -.--.------.-------.--. 1, 397, 000 1, 625, 000 +228, 000 
Gross requirements..........---------------- 5, 990, 000 | 7, 750,000 | +1, 760,000 +1, 760, 000 
SE CE OE II, FO ik do so a che nine sine ode ein ccdend sun tcenmecnnse 7, 750, 000 


Summary of estimated obligations 

















Actual, 1954 Estimate, 1955 | P 

| (adjusted) — |) 
sail tte cn att ee aie al ig 

| Average | Average Average . 

| number | Cost number Cost | number Cost 

Personal services: | | | 

IE heads aeeens 7 $3, 939, 540 746 | $4, 134, 900 879 | $4,874, 000 
UE... adn ce ed daceccbouch ees 10 46, 000 10 46, 000 | 10 | 46, 000 
MES) 5s ha csaee ee ceee cen 718 | 3,985, 540 756 4, 180, 900 889 4, 920, 000 
CEE GN. ko cc cnpeccnsnccntden calc ag Oe A GREE Detdnnsensnd 1, 305, 000 
Applied administrative cost !- ._.-.-- |----0----- 1H, OO |.--....... 740, 000 | .-_..-- =a 1, 525, 000 
Total obligations.............- 718 | 5,692, 238 756 | 5,990, 000 | sso | 7, 750, 000 











1 The See “Expenses” is charged with only a portion of the total administrative and mainte- 
nance costs of the Bureau. The amounts shown here for 1954 and 1955 are the amounts appropriated in 
“Operation and administration” for the purpose of paying a share of the overhead costs of the Bureau. 
With the change in appropriation structure, administrative costs will be equitably applied to all programs 
and the estimate shown here for 1956 represents the portion of the total administrative and maintenance 
program chargeable to ‘“‘Expenses.’’ The estimates for ‘‘Personal services’’ and ‘‘Other objects’’ in the 
administrative and maintenance program are presented on p. 1160. 


Note.—Since all positions are charged to the Bureau’s working capital fund, employment as of a given 
date and positions cannot be identified by supporting appropriations. 
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PLANT AND EQUIPMENT (AMENDED) 


Summary of requirements 
A ppwemreenemh, I A, Ce Nh Sak oh Ls Sa sk Sale cee dis eédead! cesddvar 
Comparative transfers from: 
“Operation and administration”’__-------_- Rtas Sate no eae $250, 000 
“Construction of laboratories (liquidation of contract authorization)”’.. 115, 000 








————_ $365, 000 
Deduct: Nonrecurring programs, ‘‘Construction of laboratories” ___............----- —115, 000 
Band Te Seis cat OE oc ere eo eee eee ne ne bhdb io one eee oe $250, 000 
Net difference, 1956 over 1955- 
| Requirements | Difference, 
By activity “he tt era? 
1955 1956 erease (—) 
| adjusted estimate | 
piney ciaiininlpeaik: — poten. a 
Facilities: | 
RINE FIER oo ini ine pagnapegacaneaneud $125, 000 $75, 000 — $50, 000 


Improvements and construction _ J 34h! 125, 000 125, 000 |..--.- . 
Special equipment. ----..----.--.---- digit tales da J a dnmethatas -| 50, 000 | +50, 000 
Construction of electronic calibration center ____- ~aeees | 765,000 | +765, 000 





| 
I III cil cc ecnetdn an aahemena + er 1,015, 000 +765,000 +765, 000 


i ———_—___- 


Total estimate of appropriation, 1956_._............---- se giao danua eagles aeatede cb acicaca... Meee 


Summary of estimated obligations 




















Actual, 1954 Estimate, 1955 oe I ald 
(adjusted) (adjusted) Eatteante, 1968 
Average Average | Average | 
number | © St | number Cost | number | Cos 
S 
Personal services: | 
PII. oo Sle Pn ce nasceccnnal 9 $34, 956 10 $39, 000 | 16 $76, 000 
GR cea venotighstndadacdaswalnysdedseiicabesaaieeeslewesss wens Sku biunlad eRe a aa 
i iiiincscaneites 9| 34,956 | 10| 39,000 16 | 76, 000 
OCI er Nas oh httecai ee wc ewacebiscesadeas | yee | 208; CSO facies vies | . 928, 000 
Applied administrative cost !______- Se bs stgcaabacre to tee Dread a cai 11, 000 
|——_——_______ | ann 
Total obligations__...........- 9 | 238, 056 10 | 250, 000 | 16 | 1,015, 000 


| 





1! The facilities improvement and construction programs in ‘‘Plant and equipment” are not charged with 
overhead costs. The ‘‘special equipment” program in 1956 is for the construction of a pilot electronic data 
processing device. Since this work will be performed by technical personnel in a technical division, it will 
be charged for its pro rata share of total administrative costs, estimated to be $11,000. 


Note.—Since all positions are charged to the Bureau’s working capital fund, employment as of a given 
date and positions cannot be identified by supporting appropriations. 


Mr. Preston. The request is in the amount of $7,750,000, an 


| increase of $1,760,000 over fiscal year 1955. 


GENERAL STATEMENTS 


I believe the Under Secretary, Mr. Walter Williams, wishes to make 
a preliminary statement preceding Dr. Astin’s presentation. 

Mr. Wiuuiams. Thank you. 

You, Mr. Chairman, and certain other members of the committee, 
attended the open house a few weeks ago at the Bureau of Standards, 
and you will recall how there was a good deal of emphasis given to 
the importance of the work being done by the National Bureau of 
Standards in research having to do both with national security and 
the strengthening of our own national economy. 
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You will also recall and were doubtless impressed, as I was, with 
the demonstration by Dr. Astin of the electromagnetic spectrum 
which showed the great area in which they have to operate. I think 
any of us laymen are tremendously impressed with the fact that these 
fields open up such wide areas in which the scientists must operate in 
determining standards. In the old days we had the kilogram and 
such measurements, but now measurements go into the wave areas 
which demand that they have the very best scientific brains and 
talents that can be had. 

I think your attention may have been called before to the activities 
of the Kelly committee, which examined into the operations of the 
Bureau about a year and a half ago, and this short statement I think is 
important with regard to the findings of the Kelly committee, a com- 
mittee of scientists which the Department of Commerce solicited to 
study the Bureau. They found that the Bureau is staffed with pro- 
fessional men of great competence but that the equipment is not up to 
the desired level. I would like to endorse that, because in my humble 
opinion the extent to which we do a job in developing standards at the 
Bureau of Standards will play an important part in both the standard 
of living level we will have and also as to the methods of preserving us 
in our fight to preserve our national security. 

I wanted to make that brief statement to start with because in my 
humble opinion I think that the job the Bureau of Standards is doing 
and is charged with doing is extremely important with regard to the 
well-being of our citizens. 

Mr. Preston. Thank you. I certainly was impressed with the 
activities I saw on my visit there. In fact, I plan to go there again. 

Dr. Astin, do you have a prepared statement or will you speak from 
notes? 

Dr. Astin. I would prefer to speak from notes. 

Mr. Preston. You may proceed. 


MAJOR OBJECTIVES ON WHICH ESTIMATES ARE BASED 


Dr. Astin. The budget estimate for the National Bureau of 
Standards for fiscal year 1956 includes requested increases aimed at 
accomplishing four major objectives. 

The first is to provide greater effort in research and development 
for new and better standards of measurement in order to meet the 
pressing needs of science and technology. 

The second objective is to provide better overall balance of our 
program. 

The third is to accomplish a revision in our appropriation structure 
and accounting and management procedures in order to be able to 
apply overhead cost uniformly and more simply. 

The fourth is to establish a new instrument calibration facility to 
meet pressing needs of all three of our armed services, particularly 
the Air Force. 

Prior to discussing each of these objectives, I would like to give a 
brief review of some of our activities and accomplishments; also, for 
the benefit of the new members, a few words on the mission of the 
National Bureau of Standards. 
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FUNCTIONS OF THE NATIONAL BUREAU OF STANDARDS 


Our basic responsibility is the development and maintenance of 
standards for physical measurements. These standards are as 
diverse and complex as modern science and industrial technology, and 
the importance of standards to these activities relates directly to the 
importance of measurement to these activities. Progress in science 
depends fundamentally on measurements. We must be able to 
measure things to understand them. Progress in industry also 
depends on measurement, particularly mass production, which has 
gone hand in hand with the ability to measure and control the physical 
characteristics of devices which our economy produces. 

The standards program has two primary characteristics, both of 
which are of adynamic nature. First, we must be alert to provide the 
standards of measurement in new fields; and secondly, in the older 
areas there is a continuing demand to define the standards of measure- 
ment with greater precision. 

The other functions of the National Bureau of Standards include 
the following: 

The custody, maintenance, and development of the national stand- 
ards of measurement. 

The determination of physical constants and properties of materials. 

We are also authorized to develop methods for testing materials, 
mechanisms, and structures. This relates to the technique of measure- 
ment. 

We are to cooperate with other groups in the establishment of 
standard practices, incorporated in codes and specifications. 

Finally, we are to provide scientific and technical services to other 
agencies of the Government and to do special jobs for them. 

Basically, all these activities involve the service concept. Since our 
activities embrace all major fields of science and engineering, it is 
natural that we should work with the scientists and engineers of the 
Nation and to ask their advice and their comments in matters in- 
volving changes in emphasis. It was this consideration which led the 
Secretary of Commerce to call upon the leading professional societies 
for recommendations on the Bureau’s program. In fact, this budget 
request is essentially a step in implementing the recommendations of 
this evaluation committee. 

Another recommendation of this committee called for setting up 
advisory committees to be named by the leading professional societies 
of the Nation. During the past year we have set up 12 such com- 
mittees. All have had one or more meetings and have looked at the 
programs in their particular scientific fields and have made recom- 
mendations as to the things we ought to be doing in order to serve 
the Nation better. 

This budget request which we have put together for 1956 represents 
a request for increased emphasis on tasks which these experts consider 
essential to the scientific and technological progress of this country. 


RECENT ACCOMPLISHMENTS 


I think it might be desirable to review a few accomplishments of 
= organization in order to give you a better idea of what we are 
oing, 
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First I would like to report that last October I attended the 10th 
General Conference of Weights and Measurements in Paris. This is 
a conference that meets every 6 years and originates from a treaty 
of 1875. Representatives from 30 countries were present. The pur- 
pose of the conferences is to provide for the uniformity of standards 
of measurement on a world wide basis, which is basic to international 
trade since measurement is involved in the exchange of all goods and 
there must be mutually acceptable standards of measurement. 

The Conference considered two major questions, the consideration 
of which had been stimulated by the work of the National Bureau of 
Standards. 

First, they adopted a new temperature scale, the thermodynamic 
temperature scale, of importance to scientists working at very low and 
very high temperatures. 

Second, they considered redefining the standard of length. We 
have reported to the Appropriations Committee before some of the 
work we have been doing in developing new standards of length to 
meet the demands for increased precision in industry and in science. 
There was agreement reached that we should adopt new standards of 
length based on a definition of the meter in terms of atomic constants 
in order to permit greater precision of length measurement. 

There was disagreement as to what type of atom should be selected. 
Three different ones have been proposed. The conclusion of the 
Conference was that all the national bureaus should go back and com- 
pile data in order to permit the Conference at its next meeting in 1960 
to make a selection. 

Other activities of the Bureau involve work in the field of radio 
communication. There have been three important advances in tech- 
niques for long-range radio communication. The Bureau has played 
a key role in all of these. 

We have recently completed a redetermination of perhaps the most 
important fundamental concept in science, namely, the velocity of 
light. There has been disagreement as to the value of this, and this 
has caused some concern. We made two determinations on which 
there was agreement and which shed some light on the subject, but 
apparently some additional work is needed. 

We made improvements in the measurement of high voltage X-rays. 

We have taken the initiative in putting out safety codes in the 
handling of radioactive materials. This is of great concern to many 
people, and we have put out a number of handbooks in this category 
recently. You might be interested in seeing one of these. 

One is a handbook entitled ‘‘Protection Against Betatron-Synchro- 
tron Radiations up to 100 Million Electron Volts.” 

We have put out a handbook on Photographic Dosimetry of X- and 
Gamma Rays, and finally a handbook on Permissible Dose From 
External Sources of Ionizing Radiation. These are important 
achievements and of considerable current interest because of concern 
with the hazard of possible radiation. 

We have also participated with industrial groups throughout the 
Nation in developing a new building code for masonry construction. 
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INSTRUMENT DEVELOPMENTS 


I mentioned earlier that our work involves the science of measure- 
ment. We do a great deal of work in the development of instruments, 
and I might mention a few of those: 

We have developed a laboratory method for evaluating the corrosive 
effects of soils on metals. 

We have developed laboratory methods for evaluating the viscosity 
of rubber materials. 

We have developed improved methods for evaluating the quality 
of pipe thread. 

We have developed an improved technique for metering the flow 
of fuel gases in pipelines. 

We have developed a method for measuring moisture content in 


We have developed a method for measuring the thickness of metallic 
coatings. 

We have developed a portable instrument for measuring air infiltra- 
tion in buildings. 

Under the sponnorship of the Veterans’ Administration, we have 
developed an instrument for recording automatically certain basic 
physiological characteristics of a patient during operations. 


HONORS AWARDED TO NBS STAFF MEMBERS 


It might be of interest to you to tell you of some of the honors 
which have been received during the past year by members of our 
staff. These are all honors which have been given them by the 
Nation’s scientific and technological institutes and societies: 

L. S. Taylor was given the Janeway award by the American Radium 
Society for outstanding accomplishments in the applications of radia- 
tion in medical science; and the gold medal by the Radiological Society 
of North America for outstanding accomplishments in the field of 
radiology. 

Dr. I. C. Gardner was given the Frederic Ives medal by the Optical 
Society of America for making many personal scientific contributions 
in the field of applied and geometric optics. 

Mr. Howard S. Bean was given the Worcester Reed Warner medal 
by the American Society of Mechanical Engineers in recognition of 
his valuable contributions to the art and science of fluid metering. 

Mr. W. D. Appel, Chief of our Textile Section, was given the Olney 
medal by the American Society of Textile Chemists and Colorists for 
his outstanding work in textiles. 

Dr. H. S. Isbell was given the honor award for 1954 by the American 
Chemical Society for bis contributions to carbohy drate chemistry and 
his outstanding service to the ACS Division of Carbohydrate Chem- 
istry. 

Mr. Kenneth A. Norton was given the Stuart Ballantine medal by 
the Franklin Institute in consideration of his contributions over a 
period of 25 years in the field of radio propagation. 

Dr. J. R. Kanagy, of our Leather Section, was given the Alsop 
award by the American Leather Chemist Association for his contri- 
butions to leather technology. 
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Mr. D. E. Parsons was given the award of merit by the American 
Society for Testing Materials. 

Dr. I. A. Denison was given the Willis Rodney Whitney award by 
the National Association of Corrosion Engineers for his work in the 
field of underground corrosion. 

Drs. N. Craig and W. Hamer were given an award by the American 
Institute of Electrical Engineers for an outstanding paper in 1954 in 
their industrial division. 

Rudolph C. Valore, Jr., was given the Wason medal by the American 
Concrete Institute for a paper on Cellular Concrete. 

And two members of our staff, Dr. W. R. Brode and Dr. W. F. 
Meggers, were honored by election to the National Academy of 
Sciences. ' 

It might also be of interest to mention two general items. First, 
our new laboratory at Boulder, Colo., which was provided by the 
committee to house our radio propagation work, was activated last 
year and dedicated by President Eisenhower last September. Mem- 
bers of the committee were invited and we were honored to have 
Mr. Clevenger with us at that time. 

Mr. Wiliams has mentioned our open house in early February. 
This has stimulated a great deal of interest in technological groups. 
There has been a feeling we should do more in telling the people what 
we are doing and we are preparing for visits of special groups from 
industry so that they may become better acquainted with our activities. 

Mr. Presron. Doctor, let me ask you a question. All these 
people who assisted in the demonstration you gave in your open house, 
did they give their own time for that? 

Dr. Astin. We set up a special project for this. During working 
hours they worked their own nei time. The overwhelming 
amount of out of working hours work was voluntary. 

Mr. Preston. Voluntary? 

Dr. Astin. Yes. There may have been 1 or 2 instances such as 
guards where they were paid. 

Mr. Preston. That is commendable. 


REVISED APPROPRIATION STRUCTURE 


Dr. Astin. Our budget request this year asks for a revision of our 
appropriation structure, replacing what had previously been 3 con- 
tinuing appropriations and special construction appropriations by 2 
appropriations, (1) a consolidated “Expenses” appropriation for 
continuing operations; and (2) “Plant and equipment,” representing 
capital items or construction. 

Mr. Preston. Since this is the first time you have presented the 
budget in this form, I think you might go into detail as to the new 
setup. 

Dr. Astin. I shall be glad to try to do that. 

Our object in doing that is primarily to simplify our accounting 
operations, simplify the formulation of our budget, and also to enable 
us to adjust the method of financing the overhead costs to meet ob- 
jections raised on the part of the General Accounting Office. 

In order to explain this objection of the General Accounting Office 
to our method of financing overhead costs, in our own budget docu- 
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ment, page 1130, is a chart to which I can refer in simplifying some of 
this discussion. 

First. of all, I should mention that for the past 5 years we have been 
operating under a working capital fund and all our expenses are charged 
to this working capital fund and records are kept in accordance with 
the best business practices which have been evolved. 

Our product is primarily our technical work, so in setting up these 
technical programs we accrue all our costs to these technical projects. 
The direct costs are thus related to a specific project. 

It is recognized in accounting operations that the administrative 


- support activities is of general benefit to all of the end object items of 


an organization. ‘These supporting services are construed as overhead 
and their costs are distributed to the technical projects. 

The most acceptable way of distributing costs to technical projects 
is on a labor basis. We have on this chart, on the left, items repre- 
senting the total payroll for our basic program, which are the programs 
supported by direct appropriations, and the jobs we do for other 
an of Government which are supported by appropriations made 
to them. 

Mr. Preston. Pardon the interruption. There is a conference 
report on the floor immediately after the House convenes and we need 
to be on the floor. So I think we had better suspend now until 1 
o'clock. 

(AFTERNOON SESSION) 


Mr. Preston. The committee will come to order. 

Dr. Astin, will you resume where you left off before lunch? 

Dr. Astrx. Thank you, sir. I was talking about our request for a 
consolidated appropriation, and was discussing this with particular 
reference to the chart on page 1130 in our budget justifications. 

We distribute the administrative costs and supporting services to 
our technical projects. The block on the left of the chart represents 
our total payrol) in two categories, that in our basic program and that 
which covers services for other agencies and which is paid from appro- 
priations made to other agencies. 

The total payroll shows there is about $11 million. Our total 
administrative program is approximately $3,400,000, or 31 percent 
of the total payroll. 

This means in the parlance of the accountant that our overhead 
rate is 31 percent. 

Mr. Prestoxv. That strikes me as being rather high. Is it? 

Dr. Astin. No, it is a very low figure. It compares exceptionally 
favorably with similar figures in other Government agencies and 
industrial laboratories. As far as it is possible to make comparisons, 
our overhead costs are very low. 

Now, if the basic program carried the same share of overhead as the 
program for other agencies, the second block which indicates ad- 
ministrative costs and their distribution, would be lower down on the 
centerline. In other words, the basic program would pay 31 percent 
administrative costs as well as the transferred-fund program. 

However, with our present appropriation structure we are limited, 
according to advice from the accountants, in the funds available to 
defray administrative costs related to our basic programs. Only our 
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appropriation, “Operation and administration,”’ can be used for that 
and not all of that can be used for that purpose. 

The balance of it, the part that cannot be used, is the part that 
goes into capital improvements. So this means there is only $740,000 
in our direct appropriation to finance administrative costs of our 
direct appropriation. 

We operate by billing the other agencies for more than their share 
of the administrative costs, and as the chart shows, they pay 40 
percent. 

Mr. Preston. That is a little confusing to me. It may not be to 
some, but to me it is, and I have discussed this matter with you. 


REASON FOR LIMITATION ON USE OF APPROPRIATIONS FOR ADMINIS- 
TRATIVE PURPOSES 


Let us go over this again. Just why is it that you can use only 
$740,000 for administrative purposes out of your direct appropriation? 

Dr. Astin. It would amount to transferring funds between appro- 
priations if we did it otherwise. By consolidating our appropriations, 
we will then be required to pay all of the administrative costs for the 
basic program out of the single appropriation. Under the present 
appropriation structure, if we used funds for financing our adminis- 
trative costs other than the amount available in the “Operation and 
administration” appropriation, it would amount to transferring funds 
between appropriations. 

Mr. Preston. Why is that true? Why is this problem peculiar to 
your agency when it is not true in Census or the Patent Office? 

Dr. Astin. This problem developed when we were given this work- 
ing capital fund about 5 years ago. 

Mr. Preston. I remember that. 

Dr. Astin. And the accounting system that goes with it. 

Mr. Preston. Mr. Clevenger and I were on the committee at the 
time we set up the fund. 

Dr. Astin. Our operations under this fund, and the accounting 
system that is associated with it, require that we accumulate all costs, 
or ali expenditures, with respect to our end products, our end products 
being our technica: projects. 

Charges to the technical projects as far as direct technical work is 
concerned are considered direct costs, but our administrative program 
supports these technical projects. We provide direction to them. 
We provide supporting services in terms of a storeroom and in terms 
of keeping a plant or a laboratory in operation. These are all general 
administrative costs necessary to carry out the technical program 
and are in a category which accountants call overhead and which is 
applied on a pro rata basis against the technical projects. 

The basis which is used for proration is direct labor; in other words, 
the payroll on the technical projects. 

Mr. Fioop. That is all very interesting. I was on the committee 
at the time we set up the fund, the capital fund, and I know why it 
was set up. We thought it was very sound. 

Now, as I understand your position today, you have instituted an 
entirely new appropriation structure that you are coming in with 
simply because the Comptroller General’s Office did not like the 
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assessment you were making for services rendered to other Government 
agencies; is that not it? 

Dr. Astin. That is essentially correct, sir. 

Mr. Fioop. By what authority does the Comptroller General, by 
what statute, by what jurisdiction, determine when and how this is 
to be done? I am tired of the Appropriations Committee of the 
House of Representatives being a mere adjunct to the decisions of the 
“sacred cow,” which is the Bureau of the Budget. Apparently we 
exist here for no other purpose than to go along with what they have 
first predigested. Is the Comptroller General going to muscle into 
this too? 

Dr. Astin. Sir; the Comptroller General audits our records and 
comments on them, and the Comptroller General claims that the 
present procedure is improper under law. 

Mr. FLoop. Under what law? I would like you, or the Comptroller 
General, or someone, to tell me. 

Mr. Gotovin. The Comptroller General asserts that the basic 
authority we have to do work for other Federal agencies is the Econ- 
omy Act of 1932, which provides that the Bureau shall charge other 
agencies the full cost of the work, and only the cost of the work. In 
other words, he interprets that act as saying that the Bureau under no 
circumstance should charge another Government agency more than 
our accounting records disclose to be the correct charge. 

Mr. Fioop. Allright. I disagree with him. Ido not think that he 
has any authority to make the determination. If he has, I think the 
determination he has made is in error. I think that his interpretation 
of the act is not right. It should be determined not by an administra- 
tive agency, if it is an interpretation of the law. Since when did the 
Comptroller General start interpreting a statute of the United States? 
That is a judicial procedure. 

Mr. Preston. Mr. Flood, you are an attorney and soam I. I am 
sure that we can agree on this: The Comptroller General cannot 
function without interpreting a law. 

Mr. Fioop. I have no objection to the Comptroiler General func- 
tioning as he thinks he should, but I think the Appropriations Com- 
mittee of the House should begin to function for a change as we are 
meant to function. 

Mr. Preston. The question, as I see it—if you, will permit me to 
interrupt at this point—is, first, is it proper to require, any other 
agency using the services of the Bureau of Standards to pay 40 percent 
of the project cost for administrative purposes in order to defray a 
deficiency encountered by the Bureau in handling its basic projects; 
projects which are appropriated directly for in a. so-called basic 
program? 

Mr. Fioop. That is only a part of the question. 

Mr. Preston. You have to face that question first. Is it proper to 
charge the Department of the Army, the Navy, or the. Air Force 40, 
percent? Now, I do not think it is. The solution we must find. 

Mr. FLoop. What is magical about 40 percent?» That is no sacred 
number. 

Mr. Yarss. Is it the purpose to make this a self-sustaining agency: 
by charging the 40 percent? ' 

Mr. Fioop. Of course not. 
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Dr. Astrxn. No. Our administrative costs total to 31 percent of our 
total payroll. But of the funds we have available to pay the adminis- 
trative costs of our basic program, we can pay only 18 percent. So 
in order to bring the average up to 31 percent, which is what the over- 
head rate amounts to, the other agencies pay a rate of 40 percent. 

Mr. Preston. You are trying to correct that under this system? 

Dr. Astin. That is correct. 

Mr. Yates. Do you have the opinion of the Comptroller General? 

Dr. Astin. Yes. 

Mr. Yates. Which states that you would be violating the law in 
the event that you did not? 

Dr. Astin. His first criticism of this is on page 1129 in the estimates, 
but I think that it might be appropriate to introduce into the record 
two letters. 

CRITICISM BY THE COMPTROLLER GENERAL 


When we decided to ask for this consolidated appropriation after 
consultation with the Bureau of the Budget and the General Account- 
ing Office, and when it was finally approved by the Bureau of the 
Budget, then the Secretary of Commerce sent a letter to the Comp- 
troller General explaining the plan and asking him to comment on it. 
That was in the letter of January 6, 1955. The Comptroller General 
replied on February 3, and I might read the concluding paragraph 
of the Comptroller General’s letter. He says: 


Since the billing differential practice followed by the Bureau in recent years is 
improper under existing law, your stated intention to eliminate it through a 
revision of the Bureau’s appropriation structure is commendable. We certainly 
hope that your effort in this direction is successful. 


Would it be appropriate to introduce these two letters into the 
record? 

Mr. Preston. It would certainly be appropriate to do so at this 
point. 

(The letters referred to are as follows:) 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE SECRETARY, 
Washington, January 6, 1955, 


The honorable the ComprROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C. 

My Dear Mr. ComptTroLtteR GEVERAL: Your letter of April 17, 1951 (B- 
45108), to this Department reported preliminary findings from the studies under- 
taken at the National Bureau of Standards by your comprehensive audit staff. 
This letter noted the impropriety of augmenting the Bureau’s appropriation for 
operation and administration by charging overhead expenses to the funds of other 
agencies at a rate in excess of the calculated average overhead rate. This Depart- 
ment, in a reply dated August 13, 1952, described efforts which had been made to 
eliminate the need for this practice. Your letter of December 12, 1952 (B—45108, 
B-48124), recognized the practical difficulties involved in taking effective cor- 
rective action. 

It is my intention to eliminate the billing differential charges in NBS admin- 
istrative operations during fiscal year 1956 by requesting the Congress to con- 
solidate the present three Bureau appropriations into a single appropriation and 
to provide the additional funds needed for the estimated billing differential 
charges. Although the appropriations to the NBS of an additional amount equal 
to the billing differential will not result in increased administrative operations at 
the Bureau, the fact that an increase in the total Bureau appropriation is involved 
poses a complex budgetary justification problem in the Department’s presentation 
to the Congress. 

As you know, the Bureau’s technical program, and its role in relation to present 
national needs, have been studied exhaustively by a committee appointed by me 
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last year and headed by Dr. Mervin J. Kelly, president of the Bell Telephone 
Laboratories. Also, the Bureau’s technical operations have been reviewed by 
its statutory visiting committee, whose chairman last year was Dr. Donald H. 
Menzel, professor of physics at Harvard University. The Kelly committee in 
its special report, and the visiting committee in its annual reports, have made it 
very clear to me that the Bureau does outstanding work of great importance to 
the Nation’s progress, that it has made effective use of program funds available 
to it in the past, and that it can make effective use of additional funds for expanded 
technical programs which my advisory groups indicate are urgently needed in the 
national interest. The importance of these considerations in relation to the 
billing differential question noted above is this: if, through failure on our part to 
make the issues clear, the Bureau does attain a consolidation of appropriations 
for fiscal year 1956, but is not successful in justifying the increase in appropria- 
tions needed to eliminate the billing differential, then the amount available for 
its technical programs for that fiscal year will be correspondingly reduced. 

Because your professional staff has during the last 5 years made intensive studies 
of the Bureau’s fiscal and administrative problems, your office is in a position to 
provide an objective appraisal of the reasonableness of the proposed change in 
the appropriation pattern. I would, therefore, appreciate your views and com- 
ments so that this Tisscstiment ean develop a presentation to the Congress which 
will take full account of what your staff has contributed to, and learned about, 
the Bureau during the course of these last 5 years. 

Very truly yours, 
Sinctark WEEKS, 
Secretary of Commerce, 





COMPTROLLER GENERAL OF THE UNITED STATBEs, 
Washington, February 3, 1955. 
The honorable the SkcrETARY OF COMMERCE. 

Dear Mr. Secretary: Your letter of January 6, 1955, requests the views and 
comments of the General Accounting Office concerning your intention to eliminate 
the billing differential practice at the National Bureau of Standards by requesting 
the Cengress to consolidate the present three Bureau appropriations into a single 
appropriation and include therein the funds needed for necessary overhead 
expenses formerly financed through charges against funds provided by other 
Government agencies. 

As your letter indicates, the General Accounting Office pointed out by letter 
dated April 27, 1951, that the practice of charging other Government agencies in 
excess of actual cost of performing work for them was a violation of section 601 
of the act of June 30, 1932 (31 U. 8. C. 686), and that the collection of such excess 
charges resulted in an improper augmentation of the Bureau’s appropriation for 
operation and administration. Following letter dated August 13,1952, from the 
Department of Commerce describing efforts to eliminate the need this practice, 
you were informed on December 12, 1952, that we would not object to the con- 
tinuation of the practice pending consideration by the Congress of proposed 
legislation designed to correct the problem. 

We understand from your present letter that the consolidation of appropria- 
tions for the basic programs of the Bureau, if approved by the Congress, will 
eliminate the need for a billing differential, provided sufficient funds are made 
available in the appropriation to finance the direct costs of the Bureau programs 
as planned and approved and the necessary indirect or overhead costs applicable 
to those programs, 

The amount of the appropriation to be made to the Bureau is, of course, a 
matter for the Congress to decide. The matter of presentation of the operations 
of the Bureau, the manner in which the costs are paid for, and their relation to 
the appropriation action to be taken by the Congress is as important to the Bureau 
as it is to all agencies. We would urge that every effort be made to present the 
problem of financing the Bureau’s overhead costs in clear and readily under- 
standable terms so that the Appropriations Committees will be able to see clearly 
what the problems and needs are. In presenting the problem, consideration 
might well be given to the use of charts and graphs designed to demonstrate the 
experience, practices, and expectations of the Bureau. 

It is our understanding that the discontinuance of the practice of billing other 
agencies for whom work is performed, for overhead at rates higher than are ab- 
sorbed by the Bureau with respect to its own basic work, will not in itself result 
In an increase in the amount of overhead costs incurred at the Bureau. Except 
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for such increase as may result from an increase in the amount of basic technical 
program work at the Bureau, the total overhead will, we are informed, remain 
about the same. However, there will be a change in the manner in which the 
overhead costs are paid for. Under the billing differential method, funds of other 
agencies were charged with more than their equitable share of the Bureau’s over- 
head costs. This constituted an improper use of the funds of other agencies as 
well as an improper augmentation of the Bureau’s appropriation made to cover 
overhead expenses. This practice was apparently developed because the annual 
appropriations for administrative and nontechnical operating costs have not been 
adequate to permit an equitable distribution of overhead costs to projects sup- 
orted by the Bureau’s technical appropriations, without some curtailment of 
ureau-sponsored programs which had been approved by the Congress. 


The amount of the billing differential, as shown by the Bureau’s records for the 
past 4 fiscal years, has been as follows: 


Fiscal year: Amount 
Pane <i> std, ws wen enteninstaraieteten owabbes deters Hanes late wet $332, 000 
SEAL 3: ccintencpcterctam weclshed Gettin ddtctiinteientaldp ttn dnienetinenistrmsele 748, 600 
Rice avitctitintiua ian haninGtines <a eeallda alias L<<ottebinee aeniee 435, 800 
BG caiitasn 0d cri 3 <e0i dentin ~0 ilenbnes duet smrklundéae 314, 600 


With the elimination of the billing differential, all work performed at the Bureau 
will be charged with the same rate of overhead, whether it be work for other 
agencies or the Bureau’s basic technical program work. This would mean that 
if the Congress wishes to authorize the Bureau to carry out a stated amount of 
basic program work in terms of dollars of direct costs, the total consolidated appro- 
priation should include enough funds to pay for the overhead costs properly ap- 
plicable to the basic program work. If this is not done, then the Bureau will be 
required to cut back on its basic work programs. Presumably, however, if the 
consolidated appropriation is set at the level sufficient to cover overhead at the 
correct rate, the expenditure authorizations to other agencies using the services of 
the Bureau could be correspondingly reduced by the Congress. 

Since the billing differential practice followed. by the Bureau in recent years is 
improper under existing law, your stated intention to eliminate it through a re- 
vision of the Bureau’s appropriation structure is commendable. We sincerely 
hope that your efforts in this direction are successful. 

Sincerely yours, 
JoserH CAMPBELL, 
Comptroller General of the United States. 


Mr. Ftoop. Let me see if I understand what the procedural 
situation is. The Comptroller General has now replied to your letter; 
is that right? 

Dr. Astin. That is correct, sir. 

Mr. Fioop. He has made a finding of law as the result of that. 
Without consulting the Appropriations Committee of the House 
which set up your capital fund, this subcommittee, he has now 
acted upon a mere letter and you now come in here with an entirely 
new appropriation structure simply because of the facts you have 
recited? Is that it? 

Mr. Preston. Not exactly. 

Mr. Fioop. What is it? 

Mr. Preston. I think that I should state that the Assistant 
Secretary of Commerce and Dr. Astin discussed this matter with me 
after I was made chairman of this subcommittee and informed me 
this was the problem and that the budget would be presented in this 
manner. I was forewarned, but it was something that I did not 
think was necessary to call to the attention of the committee until it 
came here. I thought then the committee could work its will. Dr. 
Astin certainly explained this matter to me in great detail. 

Mr. Foon. I am glad to hear that for a change. 

Mr. Preston. He did that 2 months ago. 
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Mr. Foon. At least we are still in business. That is good. 
Mr. Horan. May I ask a question? 

At the time that I served on this subcommittee in prior years, 
it was disturbing to us to see even the administrative funds of the 
Bureau of Standards being transferred from other agencies to the 
Bureau. 

In other words, you were rather insecure because even part of your 
own administrative funds had to come from transfer from other 
departments? 

Dr. Astin. Yes. 

Mr. Horan. Am I correct in assuming this is an attempt to modify 
and to correct the very unsound situation that exists? Is that the 
intent here? 

Dr. Astin. That is the intent. 

Mr. Horan. I want to express my appreciation for at least an 
effort in that direction. 

Mr. Fioon. May I comment? 

Insofar as any plan would contribute to the security of the funds of 
this Department I will embrace that at once. I think it is a great 
idea. But that is not the problem. That may be the objective. 
With the objective I agree, but what I object to is the administrative 
practice in the executive agencies in proceeding with a matter which 
was an act of Congress. 

The Senate has taken half of the jurisdiction of this committee and 
it looks as though the executive agencies will take the balance. 

Mr. Yates. I do not understand your point. All the executive 
agencies are required to go to the Comptroller General for determina- 
tion as to whether their practices are in conformity with law. They 
have a letter from the Comptroller General stating that such-and-such 
a practice is not in accordance with law. I do not understand your 
point. 

Mr. Fioop. That is not the procedure. They do not go to the 
Comptroller General to determine whether their practice is in conform- 
ance with law. 

Mr. Yates. If there is a question, certainly they submit the ques- 
tion to the Comptroller General whether or not they are complying 
with the law. 

Mr. Fioop. I do not care whether they do it or not. This capital 
fund discussion went on with this agency at some length because of 
the problem they had in the Bureau of Standards. Everybody was 
trying to take care of them. The Congress of the United States might 
have labored and brought forth a mouse, but it produced this capital 
fund and these people themselves, and the agencies downtown, worked 
onit. I believe this could not have been done without the approval of 
the Comptroller General. ; 


PURPOSE OF THE CAPITAL FUND 


Mr. Yates. What was the purpose of the capital fund? 

Mr. Fioop. It was an attempt to refinance the whole operation of 
the Bureau of Standards, in the first place. 

Dr. Astin. Its primary purpose was to put the whole operation on a 
more businesslike basis. A great deal of our program is services re- 
quested and paid for by other agencies of the Government. 





162 


Mr. F.ioop. The great problem was that you had a lot of long-haired 
scientists down there who could not run the front office. They were 
doing a great job for the Bureau, but they were doing a very bad job 
in administering the Bureau of Standards in a businesslike way, and 
the Congress said that. So did this committee. As a result—and 
I pay proper respect to the scientists; there is nothing unusual about 
them, lawyers are just as bad—the capital fund was produced, Mr. 
Yates. It was necessary to put them on a businesslike basis. That is 
why the capital fund was produced. The Comptroller General 
approved it, and now, out of a clear blue sky, he apparently dis- 
En it. 

r. Astin. You are quite correct, Mr. Flood, according to my 
understanding, in saying that the primary purpose of the capital fund 
was to put us on a businesslike basis. This business of financing over- 
head is a further attempt to put our operations on a businesslike basis. 
Our present procedure for financing overhead has been objected to 
by the Comptroller General almost from the beginning day of the 
capital fund. 

His first objection was a letter of May 1951, which was the first 
fiscal year that the fund was in operation. 

Mr. Yates. Was it the purpose of the fund to permit you to recover 
all of your costs, including overhead? 

Dr. Astin. Yes. 

Mr. Yates. Why do you bring up the controversy now? 

Dr. Astin. With our present appropriation structure we cannot 
put our direct program, our basic program, on the same basis that 
we have for the job for other agencies. The single appropriation will 
permit us to do so. 

Mr. Preston. Was it $5 million that we gave you? 

Dr. Astin. Yes. 

Mr. Preston. What will happen to that $5 million? 

Dr. Astin. We will make no change in that. It stays the same. 


ADDITIONAL REQUIREMENTS UNDER NEW APPROPRIATION STRUCTURE 


I would like to discuss, if I may, some of the consequences of this. 
First of all, the correction of this at our present operating scale of 
technical work requires $556,000 additional. This, increase however, 
does not involve any more people on our payroll because the people 
are already working. It does not involve any added cost to the 
Government. It is to pay the people already there. The result is 
we will bill other agencies less for the jobs we now do for them and 
our own appropriation will then carry its equitable share. 

There is another possible serious consequence that I want very 
vigorously to draw to your attention. If you consolidated the appro- 
priation without an increase, if the appropriation were consolidated 
without any increase in the amount, then it would be necessary to 
make serious curtailments in our technical program in order to finance 
the overhead costs. 

That is, if we were given a single appropriation in the stated amount, 
our current $6 million, then we would have to pay our share of the 
administrative costs out of our own appropriation. This would mean 
we would have to make serious drastic cuts in our technical activities. 
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So it is necessary, just to maintain the technical program on the cur- 
rent level, to provide this additional $556,000. 

Mr. Preston. How does that part of it go into the revolving fund? 

Dr. Astin. It will reimburse the revolving fund throughout the 

ear. 

r Mr. Froop. It does not. 

Dr. Astin. It is expended. 

Mr. Fioop. It does not go into the fund, period. Is that not so? 

Mr. Gotovin. It does not increase the body of the fund. The 
fund remains at $5 million, but it will be processed through the fund 
and that is what Dr. Astin meant. 

Dr. Astin. It will go through it. 

Mr. Horan. Is not what we are doing repairing the capital strue- 
ture of the fund? 

Mr. Fioop. You are not touching the capital structure one way 
or the other. 

Mr. Gotovin. We have 3 appropriations—2 technical appro- 
priations and 1 administrative appropriation. The appropriation 
called “Operation and administration” is the only appropriation out 
of which overhead costs, associated with the two technical appropria- 
tions, are financed. 

Now, it so happens the way you gentlemen have appropriated the 
Bureau’s funds, the size of the “Operation of the administration” 
appropriation represents a smaller share than appears to be necessary 
to actually operate the Bureau of Standards. It is because of the 
discrepancy between the size of the “Operation and administration” 
appropriation and the other two technical appropriations that this 
request arises. 

Mr. Yates. Is what you are saying this: that what the Congress 
originally intended to be charged to this operating fund is now to 
come out of a separate appropriation? 

Mr. Gotovin. No. 

Mr. Yates. The amount of the administrative costs that we appro- 
priated in this one appropriation is to be increased sufficiently to 
cover all three programs? 

Mr. Gotovin. To cover all three. 

Mr. Yatrs. What you are doing is not charging all your overhead 
to your operating fund cost, but you are making it up by increasing 
the one appropriation; are you not? 

Mr. Gotovin. Yes and no, sir, if I may have one more word. 

We are augmenting our existing appropriation by charging other 
agencies who are our customers more than their fair share of the cost. 
What the Bureau seeks is to gain an increase in its appropriation 
which will eliminate this overcharging of other agencies and at the 
same time combine our 3 appropriations into 1 so we will have com- 
plete freedom to charge administrative costs as they in fact occur 
rather than be limited to the proportion of the “operation and admin- 
istration” appropriation to the size of the other two. 

Mr. Fioop. Let me ask you this: Suppose that this committee 
decided in its wisdom and its majesty that it was going to give you 
$500,000 additional? Now, if that is the only $500,000 left to give 
anyone, that $500,000, in my opinion, should go to the technical and 
scientific branches of your department, not because someone thinks 
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that there should be a change now in your administrative and financial 
structure. 

Say that we are short of dollars. We want to balance the budget. 
If we had only $500,000 to give to the Bureau, I want to give it to 
Dr. Astin and his boys to experiment with, not to conduct experiments 
with the appropriations structure. 

Mr. Tuomas. Will the gentlemen yield for one brief observation? 

I think that we are making a mountain out of a molehill. The 
General Accounting Office by appropriate language was instructed to 
audit all agencies of Government. Much to my surprise, up until 
5 or 6 years ago, perhaps some of the biggest money in the Govern- 
ment was not under the jurisdiction of the General Accounting Office. 
You can take even the Maritime Administration and a few other big 
ones who spent billions during World War II. They were not. 

What has happened here is that the Bureau of the Budget—not the 
General Accounting Office, because the General Accounting Office has 
not had the authority—the Bureau of the Budget has consolidated 
these appropriations with one thought in mind. 

There is some difference in the interpretation of your capital fund 
in the original act as to what is proper cost against other Government 
agencies. As far as I am concerned, when this agency works for 
another agency, the other agency ought to pay its fair share of the cost 
regardless of what it is. 

ou cannot expect some other agency to come to this Bureau to 
take up a project when they are already working on project A, B, C, 
or D, without it being a little more expensive to take up the other 
project. What this amounts to is that the Bureau of the Budget 
is consolidating this budget, all of their activities, and the net result 
of it is going to be that the War Department and other agencies, and 
the Lord knows there must be 50 agencies that they are doing work 
for, will get just about a 10 or 15 percent reduction in their bill and 
therefore they come back and put it right back to them to absorb it. 

My suggestion to you is, let the language stand as it is but earmark 
your administrative costs, earmark your construction costs and your 
other objects, and then the other agencies of the Government will 
have to come in and pay their fair share. 

Mr. Fioop. I have no objection to that, but I see no reason why 
the present operating method in the Bureau cannot be continued 
the way it has been operating for 5 or 6 years, except modified the 
way that you suggest. 

Mr. THomas. ee with you. I will not argue with you. 

Mr. Preston. I think we had better proceed. 

Dr. Astin. I might try to summarize briefly our request in this 
connection. 


REASONS FOR CHANGING APPROPRIATION STRUCTURE 


We are asking specifically in connection with this billing operation 
and the funding of overhead a consolidation of the appropriation and 
an increase in the consolidated amount to provide for equitable 
distribution of overhead costs without curtailing the technical pro- 
gram. 

If this is done it will accomplish the following results: 
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All of our projects, whether our basic project or projects for other 
agencies, would be charged the same rate of administrative cost. 
This equity would be achieved at no increased cost to the Govern- 
ment. 

This will provide improved management control for operating the 
Bureau. 

It would simplify greatly our accounting operations. 

It would also simplify the problem of putting together our budget 
estimates. 

The reason is that we just would have 1 overhead rate to deal with 
instead of 3. 

Mr. Tuomas. Beyond that it is just so much juggling. 

Dr. Astin. I would like next, unless you have further questions on 
this, to talk about the requested increase in the technical program 
which is of great concern to us. 


INCREASED SUPPORT OF THE TECHNICAL PROGRAM 


We are asking for an increase in our technical program under the 
heading ‘‘Expenses,’”’ $975,000 as compared with the two prior ap- 
propriations, research and testing and radio propagation and stand- 
ards. One adds to that the amount of $785,000 which covers the 
administrative cost; first, the $556,000 to cover this rectification we 
are talking about and $229,000 for administrative services on the 
expanded technical program. 

This brings the comparative increase in this consolidated appropria- 
tion to a total of $1,760,000. 

Now, we do not plan to handle this increase if it is provided to us 
completely by recruitment of new people. We have been greatly 
concerned in the past, and so have some of our advisers, with the 
great imbalance in our technical program. 

Two years ago 85 percent of our program was work for other agen- 
cies. By transferring the weapons work to the Department of Defense 
we have achieved some degree of balance so that now the ratio is 70 
percent work for other agencies and 30 percent our basic program. 

If we are able to operate at the requested level in 1956 our estimate 
is that the ratio of our activities will be 40 percent on our own basic 
program and only 60 percent on transferred funds. This is in line 
with our long-term objective of giving primary interest to our basic 
responsibilities and it is one of the factors we mean when we say 
achieving better balance. We would handle the new projects which 
we are asking for in our basic program by reassigning people from 
jobs done for other agencies to our basic program. 

Our estimate is that this $975,000 requested increase for the tech- 
nical part of the program would involve about 133 positions. We 
believe that we can transfer approximately 100 of these from tasks 
we are now doing for other agencies so there would be only a relatively 
small increase in our staff. 

Our goal is to shift people from the transferred fund work to our 
basic work as funds become available. 

There are a number of activities that are pressing for solution and 
I will mention a few of them. 

First, we have a backlog in our calibration service which we would 
attempt to reduce. 
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Next, we would give added emphasis to our work on increased 
length standards which I mentioned in connection with this general 
conference of weights and measures. 

We would also give added attention to extending our temperature 
scale and increasing the accuracy with which temperatures can be 
measured. This is a problem which is of considerable concern to 
the physicists of the country and also to the country’s mechanical 
engineers. 

We would extend our work on standard samples. Standard samples 
of material of precisely known chemical or physical characteristics 
are being used to an increasing extent throughout industry in con- 
trolling the quality of production processes. | 

One of the most recent types of standard sampling activity is in 
the use of spectrochemical samples for the rapid analysis of quality 
in such processes as making steel. At the present time we have an 
inventory of only about 40 spectrochemical standard samples. We 
have on our books requests from industrial groups indicating about 
160 additional types of standard samples that are needed by them. 

Part of this increase would be used to correct this condition. 

With the increased importance of science to our Nation, the sci- 
entists and engineers are becoming increasingly dependent on precise 
and extensive mathematical tables. 

For many years the scientists and engineers have looked to us to 
prepare such tables, but we are not able to keep up with their demands, 
aon ould devote some of this increase to expanding our mathematics 
tables. 

Another area of concern is transistors about which you have no 
doubt heard. These new devices are replacing vacuum tubes in some 
applications and are expected to make a tremendous change in elec- 
tronics in the years ahead. 

There is now considerable interest and demand for standard testing 
and evaluation methods for transistors. Our advisers believe that 
this is a job we need to do. This is an activity we would undertake. 

There are two other areas that I want to mention which we woul 
expand. I want to call particular attention to them because these 
areas represent what might be called a transition in the direction o/ 
achieving balance. They concern problems which have been initiated 
and previously financed almost entirely by other agencies of govert:- 
ment, but we believe they are in line with our basic functions and it is 
in the best interests of the Government if these projects are financel 
by the National Bureau of Standards. 


CRYOGENICS ENGINEERING 


First, there is cryogenics engineering. This is a program which i 
in operation in our laboratory at Boulder, Colo. It was initiated at 
the request of the Atomic Energy Commission a few years ago il 
order to aid them in an important phase of their weapon development 

ram. 

he Atomic Energy Commission built at our laboratory at Boulder 
a facility for cryogenic engineering work which is worth about 
$3,500,000. The Atomic Energy Commission no longer feels that 
its own program needs can justify the total support of this activity. 
However, they believe, as do many of the other scientists in thi 
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country, that work at very low temperatures offers a great many 
opportunities for further industrial expansion. In order to bring this 
about it is necessary to accumulate basic information on the engimeer- 
ing properties of material, and to develop techniques for handlin 
the materials. These are activities which our staff has been clan 
in for the Atomic Energy Commission and which it is well qualified 
to continue. 

The Atomic Energy Commission has suggested that we should 
obtain support for this program in our own appropriation. They plan 
to transfer title of this facility to us. 

Part of this increase would go to financing this operation. The 
estimate is about 18 staff positions that would be involved. 


AUTOMATIC DATA PROCESSING 


The other area is in automatic data processing. This is a remark- 
able new area which has had tremendous impact on recent scientific 
and engineering advances. It appears very probable that these 
techniques, electronic techniques for processing large quantities of 
data have considerable opportunity for effecting savings in the manage- 
ment of operations in Government agencies. 

Mr. TxHomas. Off the record. 

(Discussion off the record.) 

Dr. Astin. In the field of data processing, we have done a great deal 
of work for other agencies of the Government in developing machines, 
and we have also had a great deal of experience in applying these 
techniques. 

In the management field we were consulted in connection with the 
survey for mechanizing the Patent Office which you have already 
heard about. We have been consulted by the Bureau of the Budget, 
the General Accounting Office, the Department of Health, Education, 
and Welfare, the Treasury Department and most Government 
agencies with management problems involving the processing of large 
quantities of paper, or routine data. The Departments come to us 
for advice and assistance. 

In many cases, in order to make a determination as to whether or 
not automatic techniques offer a means of solving a problem of a 
particular agency, it is necessary to make a trial run, and to do some 
preliminary studies before one can more definitely say whether or not 
automatic techniques will help in the management operations of a 
particular agency. 

It is our belief that if we have a small group with a pilot machine to 
work with in this area that we can provide a most important service 
to other agencies of the Government in developing these modern 
techniques to improve their management operations. 

We have given a great deal of ‘ought to it. We would like to set 
this up as a service that the other agencies of Government could look 
to. We would expect to devote approximately $90,000 a year in 
salaries to this activity. We would also need a machine which would 
involve $50,000 this year and probably in the next 2 years an additional 
$400,000 as an adjunct to this program in order that the evaluations 
on a sort of pilot basis can be made of the problems of other agencies. 

This would permit them either to place procurement orders for 
machines which would help them, or formalize development projects 
for machines that would help them. 
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PLANT AND EQUIPMENT 


The appropriation which we have other than ‘‘ Expenses” involves 
“Plant and equipment.”’ This appropriation would in general cover 
improvement, new construction, and additions to our capital assets. 
There would be included in this $250,000 which has previously been 
used for this purpose in the appropriation, Operation and administra- 
tion. 

This $250,000 has been used in the current year for minor improve- 
ments which are necessary to support changes in the technical program 
and for rehabilitation of our plant. 

We propose in this category next year to devote $125,000 toward 
the minor improvements and $75,000 for a. continuation and near 
completion of a plant rehabilitation program which has been in 
process for some years. 

There is requested $50,000 for the start on the machine for data 
processing that I have referred to. 

There has been added to the budget since it was initially prepared 
another major item in the Plant and equipment appropriation, and [| 
would like to talk to that. That involves $765,000 for an electronics 
calibration facility. 

Mr. Preston. I would like to call to the committee’s attention 
that this item does not appear in the items that have been sent up. 
It came in too late to be included in the committee print. 

Mr. Nrextson. It is contained in House Document No. 126. 

Mr. Preston. You may speak to the item. 


ELECTRONICS CALIBRATION CENTER 


Dr. Astin. The plan for this has been under development for some 
time. It is primarily to meet a need which was presented to us by 
the Air Force. The purpose of this would be to provide on a continu- 
ing basis electronic calibrations on equipments which are needed in 
the Air Force depots in order for the Air Force in turn to operate the 
air fleet at the highest efficiency. 

I think perhaps I can demonstrate this by reading a couple of para- 
graphs of the justifications. 

The need for calibration of electronic measurement equipment is 
emphasized by the following examples: 

or long-range missions the Air Force uses a system of air-to-air 
refueling. Radar navigation equipment is used to rendezvous the 
aircraft. The planes usually are from widely separated locations. To 
assure that the two aircraft can contact each other their navigation 
equipment must be precisely calibrated in terms of a single frequency 
standard. To achieve this the calibration performed must originate 
from one source and then be transferred to the maintenance units so 
that the calibration of all equipment in the Air Force can be referred 
to a single standard. 
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Twelve test instruments are required to check rendezvous equip- 
ment in a tanker. It takes 17 test instruments to check the rendez- 
vous equipment in the aircraft requiring refueling. 

These equipment must have an accuracy of one-tenth of 1 percent 
to avoid failure of the mission. To calibrate these instruments to 
this degree of accuracy takes 25 measurement standards with an 
accuracy of one-hundredth of 1 percent. This is one example of the 
type of service which is necessary in order to keep a modern aircraft 
fleet in effective operation. 

Our plan here would be to set up this calibration facility at our 
laboratory at Boulder, Colo. We would perform calibrations of their 
equipments, and with reference to the national standards. 

The Air Force would have a small staff there to assist in the packing 
and shipping of equipment and keeping the schedules of shipments 
from our central calibration center to their depots. The depots, of 
course, would be responsible, with the secondary standards we provide 
them, for carrying out these checks which are necessary to insure the 
success of a mission such as the air-to-air refueling. 

Mr. Preston. They are currently carrying out these refueling 
missions with the equipment they have. Why is it necessary to have 
the additional equipment? I understand the purpose is to calibrate? 

Dr. Astin. All of these operations are subject to failure. The 
chances of success are increased if there is surety that the equipment 
for operation is in accordance with the specified requirements. This 
can be checked with confidence only if one has the instruments for 
reliable calibration. A part of the Air Force plan is to increase the 
services for their own operation and to set up in their depots a system 
whereby they will have the equipment for calibration with relation 
to the national standards. 


DEPARTMENT OF DEFENSE REQUIREMENTS FOR ELECTRONIC CALIBRATION 


Perhaps I should have pointed this out: The primary justification 
for this at this time is that more recently we have received requests 
also from the Navy and the Air Force and the Department of the 
Army which are consolidated in a letter from the Office of the Secretary 
of Defense. You may wish this. Some of these needs are summarized 
in = three letters, which it may be desirable to introduce into the 
record. 

One is the letter of June 17, 1954, from Trevor Gardner, Assistant 
Secretary of the Air Force. The second is a letter from the Bureau 
of Aeronautics of the Navy Department, and the final one is a letter 
of April 14, 1955, from W. H. Martin, Deputy Assistant Secretary of 
Defense (Application Engineering). The concluding paragraph of 
this letter [indicating] refers to the need. 

Mr. Preston. Without objection, the letters referred to will be 
made a part of the record. 

(The letters referred to follow: ) 
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DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, June 17, 1954. 
Dr. A. V. Astin, 
Director, National Bureau of Standards, 
Washington, D. C. 


Dear Dr. Astin: The Air Force has had for some time an outstanding require- 
ment to establish within the Air Materiel Command depot system secondary 
standard facilities to recalibrate repaired electronics test equipment. Prelim- 
inary plans have been made and these plans have been discussed by Air Force 
and National Bureau of Standards personnel several times in the past few years. 

Briefly, the present Air Force plan proposes to establish a complete set of 
secondary standards at each of 10 Air Force depots in the United States. In 
order to assure that these secondary standards retain proper accuracy, it is con- 
sidered that they should be calibrated periodically against National Bureau of 
Standards primary standards. This could be done either by carrying a set of 
just-calibrated secondary standards to a depot-installed set for comparison, or 
by returning a depot-installed set to the National Bureau of Standards for cali- 
bration. The method used would probably be dependent upon the nature of 
the particular secondary standard itself, so in the final analysis, a combination 
of these methods might be necessary. 

This letter is to formally request that the National Bureau of Standards pro- 
vide the necessary primary standard calibration service for the Air Force second- 
ary standards program. ‘The plan of March 5, 1954, prepared by the Air Materiel 
Command of which National Bureau of Standards has copies, may be used as 
a@ rough guide for planning since it indicates the order of magnitude of the Air 
Force program. Additional information on the program will be made available 
as desired by the National Bureau of Standards. As indicated during the con- 
ference at the National Bureau of Standards on June 2, 1954, attended by head- 
quarters USAD and headquarters AMC representatives, this service is to be 
provided by the Bureau without cost to the Air Force. 

Your early consideration of this request will be appreciated so that programing 
actions may proceed. 

Sincerely yours, 
TrevoR GARDNER. 


DEPARTMENT OF THE Navy, 
BurEAU OF ABRONAUTICS, 
Washington, D. C., January 19, 1955, 
From: Chief, Bureau of Aeronautics. 
To: Tien Boulder Laboratories, National Bureau of Standards, Boulder, 
,olo. 


Subject: Electrical and electronic recalibration program for the Bureau of 
Aeronautics; implementation of. 


Re (a) BuAer ltr Aer-M A—453/130 of 13 Oct 1954 to Distribution List 
(b) NBS Boulder ltr 84.1 of 15 Sep 1954 to BuAer 
(c) NAS North Island ltr KWH: re ser 2523-7032 of 30 Aug 1954 to BuAer, 
with copy to NBS (Mr. R. C. Peavey) 
(d) NAS Norfolk ltr Code 98~E/123 J15 of 15 “% 1954 to BuAer with BuAer 
ist end Aer-M A-453/193 of 21 Dec 1954 to NBS Boulder 


1. Reference (a) reported the recommendations of a conference attended by 
representatives of the National Bureau of Standards on the subject of calibration 
of electrical and electronic test equipment under cognizance of the Chief of the 
Bureau of Aeronautics. Included was the following statement: 

“a. To assist the National Bureau of Standards in obtaining facilities to support 
the Bureau of Aeronautics calibration program, it was recommended that: 

““(1) The Standards Laboratory facilities at the designated overhaul points shall 
provide and maintain an up-to-date list of reference standards in use by the naval 
aeronautical organization. Such list will be forwarded to the National Bureau 
of Standards via the Chief of the Bureau of Aeronautics. 

(2) The Bureau of Aeronautics will actively support the National Bureau of 
Standards budgetary requirements. 

(3) The Bureau of Aeronautics will attempt to provide personnel by request- 
ing representation of electronic standards laboratory personnel, upon receipt of 
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information from the Chief, National Bureau of Standards, as to the work to be 
performed by the task groups.” 

Reference (b) requested the decision of the Chief of the Bureau of Aeronautics 
in the above matter. 

2. The Chief of the Bureau of Aeronautics formally requests that the National 
Bureau of Standards provide the necessary facilities to handle calibration for the 
electronic standards laboratories of the naval air stations at North Island, Norfolk, 
and Pensacola. References (c) and (d) have furnished lists of the equipments 
concerned in the case of the first two air stations above. An openen load will 
be placed in the near future by Naval Air Station, Pensacola. 1 equipment will 
be brought to the Boulder laboratories for calibration. A number of portable 
transfer standards will eventually be included. Tentatively, calibration will be 
required at 6-month intervals, pending later consultation on the matter between 
personnel of the National Bureau of Standards and the Bureau of Aeronautics. 

3. The Chief of the Bureau of Aeronautics makes the above commitment in 
support of the special supplementary budget request currently being prepared by 
the National Bureau of Standards. The Chief of the Bureau of Aeronautics will 
support the National Bureau of Standards at budget proceedings upon request. 
It is understood when the facilities have been thus provided that there will be no 
charge to the Bureau of Aeronautics for their use. There are no present plans to 
require space for BuAer liaison personnel at the Boulder laboratories. 


B. C. McE uany, Jr., 
(By direction). 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., April 14, 1966. 
Dr. A. V. ASTIN, 


Director, National Bureau of Standards, 
Washington 25, D. C. 


Dear Dr. AstIN: Recently the Bureau of the Budget requested the Office of 
the Secretary of Defense to determine the total Department of Defense require- 
ment for electronic calibration services. The reason for the request was to ascer- 
tain if the facility planned by the National Bureau of Standards to meet the Air 
Force requirement for services would be adequate for all DOD agencies. 

The Army and Navy have advised that their requirements are 650 and 1,350 
calibrations per year respectively. These, of course, are in addition to the 5,500 
calibrations per year already requested by the Air Force. 

This program will provide for the military agencies a needed service. 

Very truly yours, 
W. H. Martin, 
Deputy Assistant Secretary of Defense 
(Applications Engineering) . 

Mr. Preston. Getting back to the question I asked a moment ago: 
Have you given us, or do you have information as to the percentage of 
failures made under the rendezvous contract? 

Dr. Astin. That information I do not have, but we have an Air 
Force representative and a Navy representative outside who can 
readily answer the question and if you wish, we can call them in. 
They are available to answer the questions that may be raised. I 
cannot answer the question. 

Mr. Preston. Is the request for the appropriation of the $765,000 
predicated on calibration related to equipment in order that the 
rendezvous can be carried out for refueling? 

Dr. Astrn. In the aircraft program, involving electronics equipment 
which can be more effective, rendezvous is merely one example. 

Mr. Preston. Only one example? 

Dr. Astin. Yes, just one example. 

_ Mr. Preston. Will you give us some details as to what you propose 
in the contract? 

Mr. SHELLEY. May I interrupt for a question? 

Mr. Preston. Yes. 
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Mr. Sueuuey. Doctor, if I understood your last statement cor- 
rectly, this could be applied not_only to rendezvous for plane refueling 
but applied to plane operation based upon the fact that they are 
electronic equipped. 

Dr. Astin. That is exactly right. 

Mr. SHE.uEY. And it is possible that it may be carried over into 
other fields of navigation and transportation where electronic equip- 
ment is found? 

Dr. Astin. Yes. This is an important thing which must be done 
if one wishes to improve the operations involving extensive use 
of electronics. 

Mr. SHetuey. Thank you, Mr. Chairman. 

Dr. Astin. This bill would provide $27,000 gross square feet of 
additional space, 22,000 net square feet. The estimate under the 
basic construction calls for $540,000. We would require extensive 
radio-shielded rooms at a cost of $96,000. Temperature and humidity 
control would be necessary in these rooms at an additional $86,000. 
Architectural and engineering services, estimated at $43,000 for a 
total of $765,000. 

Mr. Tuomas. Additional? 

Dr. Astin. Yes. 


DETAILS RELATIVE TO INCREASES REQUESTED 


Mr. Preston. Dr. Astin, I am not quite sure, and while I agree 
with you in what you say concerning the new budget system, I am 
not quite sure that the budget before us is in such shape as it can give 
us the maximum amount of formation. 

Dr. Astin. We would be pleased to try to furnish you any addi- 
tional information you wish, Mr. Chairman. 

Mr. Preston. The matter regarding increases seems to have been 
neglected. I see on page 1155 the general field in which you plan to 
use the increased requests. 

Dr. Astin. Yes. 

Mr, Preston. But I find very few details appearing on what you 
plan to do in such form as to be able to know very much about it in 
the justifications, other than what you have just told me. 

Dr. Astin. I have the complete details, Mr. Chairman, before me 
and I think I can answer the questions in complete detail, project 
by project, as to where these increases are planned. It is just a 
question of not making the book too big. 

Mr. Preston. Such a table should be provided in the justifications 
and is always in order for the benefit of the committee; and I think 
you ought to prepare such a statement for submission at this time in 
the record. 

Dr. Astin. We will be very glad to do that, Mr. Chairman. 

(The information requested follows:) 
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Comparison of 1955 appropriations with 1956 estimates, based on the 1955 
appropriation structure 


[Obligations in thousands of dollars] 








Fiscal year 1955 Fiscal year 1956 Increase 
Other Other Other 
Labor objects Total | Labor objects Total srg objects Total 





| | 








Research and toate: 1 



























































eo cabidanscnesnce $1, 155.3 $208 aitt, 208. ams, 442.8) $265. 4/$1, 708. 2) $287.5) $81.4) $368.9 
Development. ---.-..-----.---- 573.0} 83.8) 656.8) 755.0) 147.3) 902.3) 182.0) 63.5) 245.5 
Testing, ane and 
specifications... ......-.--- 569.6; 90.6) 660.2) 638.2) 102.6; 740.8) 68.6) 12.0) 80.6 
General fethnical services... - 426.4) 67.3) 493.7) 499.0 74.7| 573.7 72.6 7.4 80.0 
RN drab ils eanpitigh scence 2,724.3) 425.7) 3,150.0) 3,335.0) 590.0)23,925.0) 610.7) 164.3) 775.0 
ape propagation and stand- Pr 
ards: 
CO Se 661.6) 184.5) 846.1 728.6) 218.4 947.0; 67.0) 33.9) 100.9 
Development. --..----.------- 339.3) 124.1 463. 4 399.1; 151.0) 550.1 59.8} 26.9) 86.7 
Testing, calibration, and 
specifications... ...-------- 30.1 8.2 38.3 30.1 8.2 Waits a bees 
General technical services -.-- 425.6) 326.6; 752.2) 427.2) 337.4 764. 6 1.6 10.8 12.4 
I encgabitaiss pate eins seiis ni iiage 1, 456.6) 643.4) 2,100.0) 1,585.0) 715.0/22,300.0) 128.4 71.6) 200.0 
Operation and administration: y 
Administration 4_..........-- 386.8} 88.2) 475.0} 800.0) 179.0) 979.0) 413.2) 90.8) 504.0 
Maintenance ¢.-.-......-..--- 129.0} 136.0 265. 0 267.0) 279.0 546.0) 138.0) 143.0) 281.0 
CG ih. ann 5h el 515.8} 224.2 740.0) 1,067.0) 458.0/21, 525.0) 551.2); 233.8) 785.0 
Mechanical rehabilitation. _- 14.0} 111.0 125. 0 14.0) 61.0 Web Gree. eei. —50.0| —50.0 
Miscellaneous improvements - 25.0} 100.0) 125.0 Be Se, Be iitaicdheccdikendae 
a calibration 
Dae aAdtnbases canuneobhidntedal: titehidls deel wha) 765.0} 765.0\...-..-| 765.0) 765.0 
nenpennaia I Ns aed eine boeken 37.0} 13.0 50.0} 37.0) 13.0) 50.0 
6 ee eee 39.0} 211.0) 250.0 76.0} 939. 0/*1, 015.0} 37.0) 728. 0} 765. 0 
Te Aj Kk his 554.8) 435.2) 990.0 1, 143. 0}1, 397.0) 2, 540. 0 aod 961. 8/1, 550. 0 


Total, all appropriations___ “4,735.7 7|1, 504. 3) 6, 240.0) 6, 063. 0/2, 702.0) 8, 765. 0/1, 327. 31, 197. 7/2, 625. 0 


tenn mee toed —— includes divisions 1-12, 32, 33, and 81. Project estimates for these divisions have 
n separately provi 

2 The amounts fodineted, $3,925,000, $2,300,000, and $1,525,000 which total $7,750,000 are included in the 
1956 estimate for the Expenses a appropriation. 

3 Radio propagation and standards includes divisions 82, 83, and 84. Project estimates for these divi- 
sions have m separately provided, 

4 These estimates are a statistical share of the total vee poe program estimate representing that 
Portion of the administrative costs supporting the two technical pa. listed above. 

This amount of $1,015,000 is the same as the 1956 estimate for ‘‘P] and equipment.” 


INCREASE FOR PERSONAL SERVICES 


Mr. Preston. I notice on page 1164 under category, ‘‘Expenses,”’ 

a breakdown of other objects, and you also have personal services. 

Dr. Astin. Yes. 

Mr. Preston. Under personal services, you request an increase of 
eT Is the figure $556,000 previously discussed a part of that 
igure? 

Dr. Astin. No. At the bottom, that applies to administrative 
costs. 

Mr. Preston. So the bottom figure there, plus $785,000 for ad- 
ministrative costs is included? 

Dr. Astin. Yes. 

Mr. Preston. And since you say the people that you currently 
have on the payroll will have to be put into the total program, how 1s 
it that you require $739,000 additional for personal services? 
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Dr. Astin. They would have to be charged to our appropriation. 
We are requesting people who work on jobs for other Government 
agencies. 

Mr. Preston. And it is your plan ultimately that they work with 
this agency? . 

Dr. Astin. Yes, sir. We have, and the Department of Defense 
has also, adopted what might be called the criteria for selecting the 
jobs to be transferred to other Government agencies. ‘That criteria 
in brief is as follows: First, the Government agency in question must 
be performing on a routine basis, a related task. 

Second, the Government agency or Government agencies should 
be able to do the job with greater objectivity, efficiency, than could 
anyone else. 

And, third, the Government agency should not be placed in the 
position of competing with private industry. 

Now, following those criteria, we attempt to relate our job as 
closely as we can to specific competency in behalf of the program, 
and when we speak of transferred funds program it will mean somewhat 
more or less 

Mr. Preston. Then it is speculative as to how much transferred 
funds, as of right now, there will be in 1955 fiscal year? 

Dr. Astin. It is approximately $14 million. 

Mr. Preston. And how much do you estimate at this time you will 
- called upon by the various agencies of the Government to do for 
them? 

Dr. Astrn. $11 million in fiscal year 1956. 

Mr. Preston. That is an estimate. How much of that do you 
think would be used in this fiscal year? 

Dr. Astrn. This is based to some ‘extent on experience, and of 
course, we cannot get firm commitments from the other agencies until 
they have their own appropriations under which the programs are 
developed, and the transferred funds operation doos not develop until 
early in the next fiscal year. 





ESTIMATE OF TOTAL PROGRAM 


If you would like, I have here a summary statement of the trans- 
ferred-funds program for the last 2 fiscal years, the current and the 
estimate for the next fiscal year. 

Mr. Preston. Perhaps that ought to be incorporated in the record 
at this point. 

(The statement referred to follows:) 
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National Bureau of Standards 


Program for fiscal years 1953-66 


[Obligations in thousands of dollars] 











‘ | Estimate, Estimate, 
| = | Ss. .7 wae 1956 
ait | | iain sical ccaaelipetiean dal 
NBS: | | 
a Se eS Sy ge $7, 392 | $5, 692 | $5, 990 | 7, 750 
Plant and equipment !_______..- 405 | 238 | 250 | 21,015 
Mee ett. ee 7,797 5, 980 | 6, 240 8, 765 
Other agencies: | l ery Cee 
Department of Defemse_____-___-_-.-.-----.| 36, 830 | 15, 820 11, 178 | 8, 656 
Atomic Energy Commission. ----.-.------ = 2, 004 | 1, 785 1,378 1, 300 
Various agencies... ............------- ie 1, 240 | 1, 100 1, 000 | 1, 000 
Total, other agencies. .__.............-.- | 40, 074 18, 705 | 13, 5356 10, 956 
a eee Ss ee eee 
Total, all programs... ......-..-...---.-.| 47, 871 | 24, 635 | 19, 796 | 19, 721 
| | 


$a — — a — ge 


1 Excludes apprapriations ‘‘Construction of laboratories’ and ‘“‘Emergency facilities, radiation physics 
laboratory.” 
2 As amended by H. Doc. 126, 84th Cong. 


Mr. Preston. Do you have a breakdown anywhere in the justifica- 
tions that shows exactly where the increases are in the program as 
compared with, say, personal services? Your justifications should 
include a list setting out where all of the increases will be found and 
what they are for. I do not find them here. 

Mr. Botton. We have them by organization units, Mr. Chairman, 
which is the program indicated on page 1155, the table you mentioned 
a few moments ago. 

Mr. Rentvads; tres. 

Mr. Botton. And estimates by other objects, as indicated on page 
1164, but we do not have in the justifications, a table, which relates 
those two factors. We will be glad to prepare and submit for the 
record such a table if you would like to have it. 


ELECTRICITY AND ELECTRONICS 


Mr. Preston. Take just an example of electricity and electronics. 
Will you just expand on that, please, and tell me where, in the justi- 
fications, would I find that set out? 

Mr. Botton. We have here one other table, Mr. Chairman, which 
might provide an answer. 

e na the program broken down for research and development, 
for tests and for general technical services, the costs by labor, and 
other objects for each of these categories for 1955 and 1956. 

We do not have a three-way breakdown. 

Dr. Astin. Again, we have all the information as to electricity and 
electronics, and can tell you where the increases are involved. 

Mr. Preston. You can see our disadvantage, Doctor, because we 
are unable to read ahead and get ready for the questions if we do not 
have the material availabie. 

Dr. Astin. We can give you as much detail as you wish and will be 
very glad to do so. 

Mr. Preston. It is the common practice to furnish it to us. 

Dr. Astin. Yes. 
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Mr. Preston. And it should always be done. 

Mr. Botton. Do you want the additional material, Mr. Chairman, 
which we will be glad to prepare and supply, covering the project in- 
creases by organization units, by projects, for each one of the projects, 
for example, showing the increases for the Electronics Division? 

Mr. Preston. Yes. 

FIELD OPERATIONS 


Mr. Tuomas. And while you are on that subject, why not go ahead 
and complete it, give us a breakdown, first, of your employment, tell 
us how many field stations you have—you have 12, 13, or 14? 

Mr. Bouton. The Radio Laboratory at Boulder; and we have four 
test laboratories. 

Mr. Tuomas. All told, altogether, you have 12 or 13; do you not? 

Mr. Botton. Yes, sir; including the radio field stations. 

Mr. THomas. Why not break down your field operations, showing 
the personnel, so we will see just exactly what you are doing? 

r. Preston. You do not know how much additional personnel is 
requested; it is slightly above 133, is it not? 
r. Astin. Yes; for both appropriations. 

Mr. Preston. That makes a total of 143? 

Mr. Bouton. 139. 

Mr. Preston. 139 instead of 143? 

Mr. Botron. Yes, sir. 

METALIZING 


Mr. Preston. Dr. Astin, I would like to ask you one question while 
it occurs to me: How much work has the Bureau been doing in the 
field of metalizing? Have you been running any tests on metalizing? 

Dr. Astin. On metalplating? 

Mr. Preston. Not exactly. They use it on an axle, or shaft for 
example, which has worn down, and this metal is put on, blown up 
beyond its original size, and then trimmed down, and that is called 
metalizing. 

Dr. Astin. The nearest thing I can think of in connection with 
that activity is what we call electroforming, by putting a thin piece 
-of metal on a mandril; the metal is put around this mandril and is 
cut down, or removed by some means from the mandril. In this way 
you get some of the metal around the hollow structure. I am not 
sure whether this is what you might have in mind or not. 

Mr. Preston, I do not know; it may be, but the claim is made that 
results in adding a great deal of life to the tube. 

Dr. ASTIN. There is another area where I have heard of metalizing; 
that is, the depositing of metal on a plastic—to make it meet certain 
conditions. 

Mr. Preston. I was told in Detroit last year that it offered great 
possibilities, especially in an all-out production period, because it was 
faster, because of this technique, faster than the usual method; that 
the wire was blown on to the shaft, and it was built up to its original 
$1ze. 

Dr. Astin. Yes. 

Mr. Preston. Tests have proven to the Detroit Edison Gas Co. that 
the life of these shafts was three times as long as the original product, 
after they are metalized. And now they are equipping themselves 
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with shafts that have been metalized, because they estimate that they 
will run three times as long before they have to have an overhaul job. 

Dr. Astin. I am not personally familiar with that. But I will be 
glad to look into it. 

Mr. Preston. The life of expensive equipment can be lengthened by 
metalizing, to run not only through its normal life but three times as 
long. 

T dl going to give way to questions by other members of the 
committee. 

Do you have any questions at this time, Mr. Thomas? 

Mr. THomas. Mr. Chairman, I think I have no questions. 

Mr. Preston. Mr. Rooney? 

Mr. Rooney. No. 

Mr. Preston. Mr. Yates? 

Mr. Yates. I think the Director has discussed the matter very 
thoroughly and satisfactorily in his presentation. 

Mr. Preston. Any further questions, Mr. Shelley? 

Mr. SHetiey. No. 

Mr. Rooney. I might ask where are your exhibits? 

Mr. Preston. We do not have the Pandora box. 

Dr. Astin. If you want some exhibits, Mr. Rooney, here is one. 

Mr. Rooney. What is that, a dentist’s drill? 

Dr. Astin. This is a dentist’s drill which was developed by our 
group in cooperation with the American Dental Association. This is 
a hydraulic drill. It has remarkable cutting properties, at very low 
pee and can be used with very little effort, with practically no 

anger. 
r. Yates. Does it reduce the pain? 

Dr. Astin. It operates with much less vibration. 

Mr. Yates. And reduces the pain? 

Dr. Astin. Vibration is one thing that causes the pain. 

Mr. Preston. Any further questions by members of the com- 
mittee? 

Mr. Cuevencer. No questions. 

Mr. Horan. No questions. 

_Mr. Preston. Thank you very much, Doctor, for your presenta- 
tion, 
Dr. Astin. Thank you. 


Wepnespay, Aprit 20, 1955. 


UNDER SECRETARY FOR TRANSPORTATION 


WITNESS 


L. 8. ROTHSCHILD, UNDER SECRETARY OF COMMERCE FOR 
TRANSPORTATION 


Mr. Preston. The committee will please come to order. 

We will now commence the hearings on the transportation phase of 
the bill, and we have with us Under Sceretary of Commerce for 
Transportation, Mr. L. S. Rothschild. Do you wish to read your 
statement, Mr. Secretary? 
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GENERAL STATEMENT 


Mr. Roruscuartp. Mr. Chairman, if I may, I should like to file my 
statement and informally comment on the matters in it. 

Mr. Preston. Very well. 

(The statement follows: ) 


STaTEMENT BY L. S. Roruscuttp, UNDER SECRETARY OF COMMERCE FOR 
TRANSPORTATION 


Mr. Chairman and gentlemen of the committee, I should like to highlight the 
programs of the Maritime Administration, the Civil Aeronautics Administration, 
the Bureau of Public Roads, the Weather Bureau, and the Defense Air Trans- 
portation Administration, particularly as they relate to development and realiza- 
tion of transportation programs and policies. The budget estimates for these 
bureaus total $1,155 million or about 90 percent of the total budget of the Depart- 
ment of Commerce. Representatives of these bureaus will provide you with 
such program and budget details as you may require. 


MARITIME ADMINISTRATION 


In the maritime area, much has been accomplished, and further action is 
underway, in line with our study and general reappraisal of the subsidy and 
shipbuilding policies established by the Merchant Marine Act. This study, 
released in April 1954, concluded that our basic national maritime policy is 
sound and that its objectives are fundamental to the national interest. It en- 
dorsed continuance of the parity concept in granting operating and construction- 
differential subsidies. The cargo-preference provisions of existing law were con- 
sidered to be @ necessary part of our national maritime policy. Further, this 
report made a number of recommendations requiring both legislative and admin- 
istrative action. A number of these recommendations have already been enacted 
into legislation. Among them is amendment of title XII of the Merchant Marine 
Act governing ship mortgage insurance so as to liberalize trade-in-and-build pro- 
visions as an aid in the construction of new tankers and to strengthen the cargo- 
preference provisions. Accomplishment of the other recommendations is being 
pursued, with legislative proposals in some instances now before the Bureau of 
the Budget. 

Our experience in two world wars and the Korean conflict has amply demon- 
strated that the United States must depend upon its own merchant fleet and 
shipbuilding and repair industries for ocean transportation. One of the major 
items with which we are concerned is that of initiating a ship-construction program 
of sufficient scope to sustain the American shipbuilding industry at the necessary 
level to provide a nucleus of shipyard manpower capable of expansion to meet 
anticipated mobilization requirements. Early enactment of an adequate ship- 
replacement program would eliminate the reserve fleet block obsolescence problem, 
and would enhance the commercial and national defense strength of the active 
fleet. The ships acquired by the Government as part of this trade-in program 
would improve the quality of our resérvé fleét: The emergency ship repair pro- 
gram enacted by the last Congress has already resulted*in placing in drydock and 
repairing of 47 ships from our reserve fleet anchorages. 

Most of the $102.8 million requested for ship construction in the budget before 
you is direeted toward solving the bleck-obsolescence problem. This program is 
designed to encourage replacement of older dry-cargo ships with new ones in much 
the same manner as tanker operators are now encouraged to trade in their tankers 
for newer, faster, and better ones. New classes of ships are being designed to 
regunee the ships now in serviee and to meet needs under mobilization conditions. 

he tanker trade-in-and-build program is being extended. Also, we propose 
expansion of our research-and-development program so as to increase ship efficiency 
and related shoreside facilities, and to improve the defense capabilities of active 
and laid-up ships. 
CIVIL AERONAUTICS “ADMINISTRATION 


The air commerce of the United States has continued its healthy growth. This 
is good. However, it is placing a heavy burden on our existing facilities. The 
increasing activity of the military with high-speed high-altitude flying further 
complicates the problem. As the available airspace is exhausted, we must take 
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positive steps promptly to assure continuance of our high degree of safety and 
regularity of flight operation. 

The 1956 program for establishment of air navigation facilities provides for 
new and additional envpmenia to relieve air traffic bottlenecks, both in terminal 
areas and en route. ong-range radar for traffic-control purposes is proposed for 
New York and Chicago—two of the heaviest air-traffic centers of the world. We 
are proposing the purchase of secondary radar to be used in conjunction with our 
existing surveillance radar so to expedite the flow of air traffic. The estimates 
provide for the continued implementation of the common system facilities as 
recommended by the SC 31 report. 

You gentlemen may have been apprised of the recent controversy as to DME- 
TACAN equipments. I do not necessarily consider it bad that we have technical 
differences, so long as the differences can be constructively reconciled in the 
interests of aviation and the Nation. I believe we have machinery for so recon- 
ciling these differences. 

The situation is roughly this: The military have been developing TACAN to 
meet their requirements, particularly for aircraft-carrier and other tactical opera- 
tions. If it proves to have clear and substantial advantages for the common 
system, its adoption and civil use is some years in the future. The Air Naviga- 
tion Development Board, in planning for future developments, has recommended 
TACAN as one of the objectives toward which we should work. However, we 
have an interim period of real requirements and, in this period, the only equip- 
ment available for widespread use is VOR/DME. 

I am happy to report to you that the Air Coordinating Committee, which 
brings together all agencies interested in such matters, yesterday agreed unani- 
mously that VOR and DME are still the nationally and internationally approved 
short-distance navigation aids for common system use; and that while they may 
be superseded by TACAN—it is too early to definitely estimate when this may 
take place. For this reason, the Department is of the opinion that the amounts 
requested for installation of new distance-measuring equipments and for main- 
tenance and operation of existing facilities should be retained in the budget. 

A significantly large item in the establishment budget provides for changing the 
CAA communications frequency band in Alaska. The present system was 
started in 1946 using a frequency band of 30-42 megacycles. During the in- 
creased sunspot activity in 1947 interference was experienced with radio stations 
on the same frequencies in the United States, particularly those of police depart- 
ments, railroads, and transit companies. The sunspot interference was so great 
that CAA Alaska communications were frequently disrupted for periods of from 
1 to 7 hours. 

Further, the CAA has only secondary use rights to these frequencies. This 
means that if a CAA station causes interference with transmissions of a station 
having primary use rights, it is legally obligated to shut down operations on that 
frequency. It is expected that the next maximum sunspot activity will oecur in 
1957 or 1958. The budget estimate is timed so as to provide for change of the 
frequencies to the 70 to 100 megacycle band prior to the next sunspot eycle so that 
sunspot interference will be minimized and CAA will have primary use rights. 

We are proposing a small increase for CAA’s aviation safety activity in order 
that a plan may be prepared in cooperation with the aviation industry whereby 
this maturing industry may be delegated more authority and responsibility, 
rather than continuance of detailed checking by the CAA. This delegation should 
result in considerable future long-range savings to the taxpayer. 

The budget request would provide Federal aid to approximately 110 airport 
projects. This program is in accord with Federal policy to provide assistance in 
the development of airports. 

The Presidential Advisory Committee on the Washington National Airport sub- 
mitted its recommendations to the President on March 16, 1955, which included a 
number of immediate and constructive steps designed to alleviate the congestion 
at the Washington National Airport. These recommendations will relieve the 
immediate congestion although it is recognized they may not be the long-range 
solution. The budget estimate for construction, Washington National Airport 
requests funds for improvements in baggage handling facilities, expansion of fuel- 
ing facilities and apron paving which will increase the utilization of the present 
facility. Weare now at work making further studies to determine what additional 
modification can be made to further increase this utilization. 
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BUREAU OF PUBLIC ROADS 


The appropriation requested for the Bureau of Public Roads is almost entirely 
for the purpose of paying bills incurred under previous contractual authorization 
by the Caneniak he increase for 1956 is proportional to the acceleration of the 
ater? highway program in accordance with the Federal-Aid Highway Act 
of 1954, 

By way of summary, the Federal-aid highway authorizations for fiscal 1956 
and 1957 were increased by 52 percent in the new act so that the new authoriza- 
tions total $875 million each year as compared to $575 million authorized previ- 
ously. The Federal grants for primary, secondary and urban highways are 
generally matched on an equal bais by State funds. However, beginning with 
the 1956 authorization the Federal share on interstate system projects is increased 
to 60 percent. Further impetus to meeting the highway needs for economic 
development and national security has been achieved by advancing by 6 months 
the apportionment of the 1956 authorization to the States. 

However, the above actions are not enough. To overcome major highway 
deficiencies a program of coordinated action by Federal, State, and local govern- 
ments has been prepared and submitted to the Congress. The Department par- 
ticipated in formulation of the long-term road construction program, particularly 
with respect to providing technical data and assistance to key groups considering 
this program. We have been particularly active in recent weeks on legislative 
proposals relating to implementation of this program. We plan to continue the 
present highway program and to do everything practicable to accomplish estab- 
lished goals for a well-balanced long-term program. It is, of course, difficult to 
estimate the returns of the economy of this country, but we believe the national 
benefits will far exceed the cost by the opening of new industrial and residential 
communities, enhancement of national defense, increased safety for both pedes- 
trians and drivers, as well as increased production and employment in the trans- 
portation and highway construction industries. 

In accordance with letters dated March 31, 1955, from the President to the 
Vice President and to the Speaker of the House, an amendment of the regular 
1956 budget estimate for the Inter-American Highway has been prepared. The 
estimate of $5,750,000 now before you was to provide for continuation of the 
survey and construction of the Inter-American Highway at the same level as was 
approved for the current fiscal year. The proposed amendment will permit 
completion of this highway within the next 3 years. As was brought out in the 
letters from the President, the early completion of this highway is considered to 
be the most significant single action which the United States can take in Central 
America and Panama to bring about the most mutually advantageous economic 
and political results. Proposed authorizing legislation has been prepared to 
accompany the budget amendment. 


WEATHER BUREAU 


Since my appointment as Under Secretary of Commerce, I have been acquaint- 
ing myself with responsibilities and activities of the Weather Bureau. Like many 
other citizens who make use of the daily weather reports and forecasts, I appre- 
ciate the value of the work of the Bureau. Weather and climate are of concern 
to practically everyone of our 164 million citizens. Weather predictions are of 
interest in one way or another in almost every line of business and every profession. 
Although we have an extensive system of weather reporting and forecasting, the 
severe hurricanes and tornadoes of recent years point up the need for new equip- 
ment as well as certain changes which would enable the Bureau to improve its 
forecasting and reporting of severe storm conditions. 

Almost every day new problems arise involving knowledge of weather and 
climate. Recently we have heard much about the importance of protecting the 
people against radioactive fallout from H-bombs. The area of fallout is deter- 
mined by the winds in the upper air and this new danger adds to the importance 
of the upper-air soundings which the Weather Bureau radiosonde stations have 
been making for many years in connection with wind aloft information for aviation 
and for general weather forecasting purposes. The new developments make it 
necessary to sound the atmosphere to higher altitudes than ever before. 

Improvement in weather forecasting depends largely on adequate meteorologi- 
cal observations over a wide area. One of the more promising developments is 


numerical weather prediction whereby the information on which forecasts are 
based would be computed electronically. However, more accurate and more 
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comprehensive weather observations would be required. This is one of the first 
steps in improving and extending warnings of hurricanes. 

In reviewing the appropriation history of the Weather Bureau, I find that funds 
have not been provided for purchase of modern upper-air wind-finding equipment, 
or for weather detection radar and related facilities. Funds have been inade- 
quate ~ | replacement of wornout meteorological instruments. This needs to be 
corrected. 

A plan for transfer of basic weather-observing activities from the military 
agencies to the Weather Bureau has been discussed with the Department of De- 
fense and has its concurrence. It is urged that the budget estimate to permit this 
consolidation be approved. This would not involve an overall increase in ap- 
propriations for these basic services. In fact, it should lead to greater efficiency 
and economy, and involves only a difference in sapropsieton designation. 

The budget provides for modernizing of Weather Bureau weather reporting 
equipment. For years the bureau has had to use equipment which should have 
been replaced long years ago. It is time to install modern upper-air sounding 
equipment. This equipment is to measure winds for the purpose of developing 
radioactive fallout patterns, as well as for aviation and general weather analysis 
and forecasting. Provision is made also for the purchase of modern radar equip- 
ment to detect and track hurricanes and other severe storms which threaten the 
country, and thus to give more timely and accurate warnings. The items which 
the Chief of Bureau will discuss in greater detail are urgently needed, and approval 
of this request for funds is strongly recommended. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


Also under my general supervision is the Defense Air Transportation Adminis- 
tration. Its function is to develop and administer preparedness measures relating 
to the air transportation industry including policies and programs for current 
defense activities and readiness for any future mobilization of both carrier and 
noncarrier civil aviation. 

The basic goal here is to incorporate in the fabric of the United States air 
transportation system a high level of defense readiness. Among the various 
modes of transportation air transportation is uniquely flexible in that available 
lift capacity can be converted overnight for defense purposes if appropriate meas- 
ures are taken in advance. 

The Defense Air Transportation Administration is a small organization. The 
eight people in it have performed creditably. However, great credit is due also 
to the air-carrier industry which cooperated splendidly in furnishing personnel 
without compensation. 

Mr. Roruscuixp. I should like to submit it for the record, if I may. 

Mr. Preston. Yes. You will cover such things as the Inter- 
American Highway, the present road program, and the dispute be- 
tween TACAN and VOR/DME. 

_ Mr. Roruscutxp. I should like to do so, Mr. Chairman, within the 
limits of my personal knowledge, gained within the short time that I 
have been connected with this Department. This, I think, is the 
seventh week on the job. 

_Mr. Preston. Of course, we can’t expect you to have all the answers 
since you are just starting out. You may proceed, Mr. Secretary. 


4 Maritime ACTIVITIES 


Mr. Rotuscuitp. Because of the fact that perhaps I am a little bit 
more familiar with the Maritime than the other agencies, I should like 
to start off with my first comments concerning the Maritime. You 
will recall, I am sure, that there was a report relayed to the Congress 
within the last year, which had examined the general policies in the 
Maritime operations and found them to be sound and fundamental 
to the interests of the Nation. 

The parity concept was examined to some extent, the parity con- 
cept insofar as the subsidy is concerned, and in that report it was 
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indicated that the parity concept was thought to be the best and 
fairest to them. And it was also concluded that if our American 
shipping interests were to have a fair share of the world’s business, 
it was necessary also to have some cargo preference. 

There was some recommended legislation in that report, and some 
part of the recommended legislation has come to the Congress and 
some parts are being enacted into law. 


SHIP CONSTRUCTION 


Included in that area is an amendment to title SI, liberalizing the 
mortgage provisions and an amendment to title V providing for the 
trade-in value provisions for tankers, on the eligible tankers, from 12 
to 10 years. There are some additional legislative proposals before 
the Bureau of the Budget now that will be coming to you very shortly. 

Mr. Yates. What do you mean by eligibility from 12 to 10 years? 

Mr. Roruscuitp. In the trade-in value. The previous law re- 
stricted the trade-in age of a vessel to vessels of 12 years or older. 
And in the last session of Congress that was amended to make it 
just 10 years or older. 

Mr. Preston. Is this in keeping with the depreciation provisions? 

Mr. Roruscuiip. No; this is in keeping with the plan to step up 
the character and composition of our active fleet and the reserve fleet, 
and I will go into that a little later. 

Included in that report was an estimate that if we are going to be 
safe for the future that we should have to have enough people em- 
ployed in the shipyards so that the force employed in peacetime could 
be expanded into a force of sufficient size in wartime to give us the 
protection which we need. And, therefore, in order to have a working 
force, we would have to be building ships in peacetime, the major 
——s with which the fleet, both active and reserve, are confronted 
with. 

The fact that nearly all of them, nearly the entire fleet, was built 
during the last war, between the years 1941 and 1945, and based on 
a 20-year useful life of ships, those ships will all become obsolescent 
within a 4-year period. Obviously if we are to have both an active 
and the reserve fleet which we need, we must be looking forward to 
the replacement of a part of those fleets. It would be utterly im- 
possible to build all of these ships within a 4-year period. We are, 
therefore, pursuing such means as we can, and those means which 
have been additionally made available to us by the Congress, to 
encourage some building of ships ahead of that. period, and some of 
them during that period, and by the same token, deferring some of 
them beyond that period. 


TANKER TRADE-IN AND BUILDING PROGRAM 


Included in the 1956 submission for Maritime will be a request for 
the extension of the trade-in building program on tankers. We 
have authority under present legislation, too, for the trade-in, to 
build 10. new tankers for trading m for those above 20 years old, 
which is substantially the Sareea of 2 to 1, the equivalent of 2 of 


the older vessels for 1. We are working toward the extension of that 
for a similar-sized program for the next year, because it has been rather 
a successful program so far. 
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We are also being asked to speed up research and development in 
order to increase both ships and shore site facilities to meet damage. 

There will be a total request in the shipping bill request of $102.8 
million for ship construction and repair, Mr. Chairman, against the 
1955 figure of $82.6 million. 

Of that, $14 million will be needed for new passenger ships; $11.5 
million for conversion and reconditioning; $23.5 million for building 
new prototype ships; another $23.5 million for replacement, initial 
replacement of cargo ships; and another $23 million for the tanker 
trade-in in the building program; and $5 million for research and 
development, and $2.5 million, which is the amount we have expended 
in connection with the $100 million program. 


OPERATING DIFFERENTIAL SUBSIDIES 


I want now to touch on the operation of the subsidy, with which 
you gentlemen are all familiar. 

In the past year, between our original submission and currently, 
we will have requested $125 million, and will have been granted 
$100 million of that. 

Mr. Preston. Does that include the $50 million today? That 
makes $115 million, with what you got, the $50 million. 

Mr. Roruscuiup. I understood we only asked for $25 million. 

Mr. Rooney. You asked for $60 million. 

Mr. Nigeuson. And the House approved $50 million. 

Mr. Roonry. Both Houses. 

Mr. Preston. Does that not make the $115 million? 

Mr. Nreuson. That is $115 million. 

Mr. Preston. All right, Mr. Secretary, you may proceed. 

Mr. Roruscuitp. We shall again be asking for $115 million for 
next year, based on the assumption we would have gotten $125 
million this year. 

As most of you know, there has been a large backlog, and there had 
been a very large backlog with the operators under the contracts with 
the United States Government, and for a variety of reasons, because 
contracts had not been met that created this very large backlog in 
payments. 

There has also been additional backlogs between the submission of 
vouchers and the initial payment on the vouchers, and it has been our 
thought that something must be done in order to process those 
vouchers, by making some substantial administrative improvements, 
and the backlog in payment has been cut down substantially. 

Now, under ‘Salaries and expenses,’ in connection with the 
operation of the Maritime—— 

Mr. Suetiey. Mr. Chairman, may I just ask one question? 

Mr. Preston. I wonder if the members of the committee think it 
might not be better if we waited until he has concluded bis presenta- 
tion? 

Mr. SHeuiey. This is just a brief question because I understand 
that the Maritime people will be here later on. 

. wii Roruscuitp. Mr. Morse will be here to present the Maritime 
udget. 
r. Preston. I think if we will withhold the questions now until 
later, I believe we will make more time. 
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BACKLOG OF PAYMENTS 


Mr. SuHeutuey. May I just ask this one question, since he has made 
a statement concerning it? 

The question relates to the backlog of payments, and what you 
indicated was bad administration of the predecessor board  Per- 
-sonally, I cannot accept that. But I do want to get your view on why 
the backlog exists. 

Mr. Roruscuiup. For a variety of reasons, one of which, in my 
view, is there is no question but what there was bad administration 
by the predecessor, if you will examine the record. 

Mr. Suetiey. I have no disagreement with you concerning the 
extremely bad administration in the case ‘of the old Commission. 
However, since the reorganization and the creation of the Federal 
Maritime Board a great deal of progress has been made, has it not? 

Mr. Roruscuitp. That is correct. But they have not made as 
much a ne on it as some folks might have thought. Now, in the 
Maritime Board—it is necessary in the payment of these subsidies for 
the Board to make a separate determination in the case of each single 
‘one of the subsidies, for each single year, and when the Board, of 
which I was the Chairman, came in, no subsidy figures, no rates, had 
been determined beyond 1950, I believe, and in one category, no single 
rate had ever been determined, since subsidy payments were estab- 
lished beyond World War II. 

When I left the Board, the subsidy rates findings were current. 
No one could be paid until the rates had been established. The 
Board I served on made more rate determinations in 15 months than 
all previous Boards combined. 

Mr. SHeuuey. Yes. Since a great deal has been said about the 
backlog of 7, 8, or 9 years and even before World War II, and when 
the Board came in late 1950, they did not start catching up on the 
backlog for cases in 1938, 1939, or 1940; I wonder if we would find 
those things in the record? 

Mr. Roruscuixp. I think you will be given the detailed break- 
down, showing exactly how the payments were made, what the 
balances are, and from what period they stem. 

‘ Mr. Yates. Who audits the accounts of the carriers; how is that 
done? 

Mr. Roruscuixp. There is first a public audit, implemented by 
the Government; then there is a preliminary audit on the part of the 
Maritime Board, and then there is a final audit on the part of the 
Maritime Board, and then there is an audit by the General Accounting 
Office. They have had, I think, a pretty fair going over. 

Mr. Yates. And there is no payment until the account is approved 
by the General Accounting Office? 

Mr. Roruscuitp. Oh, no. On the original submission of these 
vouchers, Mr. Yates, 75 percent of that voucher is paid within the 
3-month period. Then after the preliminary audit, another 15 
percent is paid, and after the final Maritime audit, the final 10 percent 
is made. But there is, of course, a requirement that enough time, 
and enough money, is in the general account so that the Government 
is never in jeopardy. 

Mr. Yates. So the backlog on these is with respect to the 10 
percent? 
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Mr. Roruscuitp. As I say, you will be given a breakdown of the 
details, and while it is estimated that they are paying out, it will be 
necessary to have $115 million, if we pay out, and if we get the $125 
million for this year, our plans are for some $100 million. We have 
got about a year’s leeway to get it all done. 


SALARIES AND EXPENSES 


Mr. Chairman, with respect to the ‘‘Salaries and expenses’’ item 
for 1956, the amount will be slightly higher than it is for 1955, and 
that will be explained to the committee in more detail later. 


MARITIME TRAINING 


The maritime training at the Kings Point Academy will be about 
the same, at about the same level as for 1955, a little less, about $2 
million. 

Mr. THomas. Despite the fact that they are turning out boys who 
are not being employed? 

Mr. RoruscuHitp. We will also have some figures on that, Mr. 
Thomas. 

Mr. Preston. We want to go into that matter fully. 

Mr. Roruscuiup. Yes. 


STATE MARITIME SCHOOLS 


We are not requesting any funds for the support of the State 
maritime schools, which was an item of $660,000. 


SHIP MORTGAGE FORECLOSURE 


We are not requesting any funds for ship mortgage foreclosure, this 
possibility, but we are requesting a language change which will make 
the revolving fund available for that, if we need it; and Mr. Morse 
will explain that to the committee. 

Those are my general comments, Mr. Chairman, on the maritime 
situation. 

Would you like now to follow that up with questions before I get 
into another field? 

Mr. Preston. Do the members of the committee want to follow 
through the discussion by subject, or do you want him to complete 
his statement? 

Mr. Tuomas. I think it should be complete. 

Mr. Preston. Very well, suppose we let him complete his statement 
now. 

PAYMENT OF BACK AMOUNTS FOR OPERATING SUBSIDIES 


Mr. SHELLEY. I have just one question on this point, Mr. Chairman, 
on the payment of back amounts for operating subsidies. 

Mr. Roruscuip. I hear reports that some of these amounts have 
been so large, in some companies, that while they have been waitin 
for the money for them, they presently have had to go to financia 
institutions to borrow money to keep their current operations going. 
Do you know anything about that? 
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Mr. Roruscuitp. Indeed I do, if you have reference to one com- 
pany, and | presume they are the ones to whom you refer. 

Mr. Sueuuey. I| have reference to two. I have heard it about the 
American Export and the Pacific Far East Line. 

Mr. Roruscuitp. I am not current with reference to the Pacific 
Far East Line, Mr. Shelley, but on the American Export situation, 
I am pretty current. 

When they made that statement, which I presume you have 
referred to, it was a part of the annual statement to stockholders? 

Mr. Sneuuny. That is right. 

Mr. Roruscurip. The president of American Export stated that 
the reason they could not pay dividends was because the Maritime 
owed them so much money, which was a misstatement of the facts, 
The facts were that while there was a great amount of money due 
American Export, the procedure is this: That when a rate has been 
found by the Federal Maritime Board, the company is notified of 
that rate, and it. has a period of weeks or days—and I forget what it 
is—in which to accept or reject the rate. Now, when Mr. Slater 
made that statement, there was one item of about three- -quarters of 
a million dollars, which was in dispute, which they had not accepted— 
they had not accepted a single rate which had been found by the 
Maritime Board. And if it was the fault of anyone, the fault lay 
within American Export and not with the Maritime Administration. 

Mr. Preston. Proceed, Mr. Secretary. 

. Mr. Roruscuixp. I will now, with your permission, take up the 

AA. 

Mr. Rooney. Mr. Rothschild, I wonder if there is not something 
striking with respect to the $44,750,000 requested for the Maritime 
Administration. Where is the American President Line in service? 

Mr. Roruscuiip. On the west coast, largely; it also has service on 
the east coast. 

Mr. Rooney. It is principally on the west coast? 

Mr. Roruscuinp. Yes. 

Mr. Roonry. What about the Oceanic Co.? 

Mr. Roruscuitp. On the west coast. The Oceanic runs from the 
west coast of the United States to Australia and New Zealand. 

Mr. Roonry. You are proposing $14 million for the American 
President Line for two new ships to take the place of ships they now 
have. Is that right? 

Mr. Roruscuiip. That is correct. 

Mr. Rooney. And you propose to spend $11.3 million for conver- 
sion of Mariners for Oceanic? 

Mr. Roruscuiup. Yes. 

Mr. Rooney. And you propose to recondition two ships of the 
American President Line at a cost of $200,000? 

Mr. Roruscuitp. That is correct. 

Mr. Roonry. And all of this is on the west coast? 

Mr. Roruscuiip. Yes. 

Mr. Rooney. Now, with respect to the replacement of cargo ships 
program, in which you are proposing replacement of 5 cargo ships, 
which one of those would be replaced? 

Mr. Roruscuitp. We would have no contractual arrangement with 
any one. 
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Mr. Rooney. But they would wind up on the west coast, would 
they not? 

Mr. Roruscuitp. They could wind up on the west coast or wind 
up on the gulf, or on the east coast. It depends on the operator we 
would make the agreement with. They could wind up on the east 
coast. 

May I call your attention, Mr. Rooney, to the fact that in last 
year’s budget we got money for Grace Line and Moore-MeCormick, 
both east coast operators. 

Mr. Rooney. | did not ask you to bring that to my attention. I 
expected to have the gentleman on my right do that. 

Mr. Preston. Very well; proceed, Mr. Secretary. 


MARINER PROGRAM 


Mr. Yates. May I ask this question: since I asked Secretary Weeks 
about the status of the Mariner program, may I ask you the same 
question? 

Mr. Roruscuivp. If you want it off the cuff, I can give it to you, 
subject to my memory. 

The Mariner program origmally was for $350 million and it was 
contemplated that we would get 50 ships built for that money. But 
the Korean war came on and prices went up, so instead of 50 ships, 
35 ships were actually built, and the ships delivered were largely out 
of the $350 million. 

All of those ships, with the exception of three, which are still bemg 
converted, and to which Mr. Shelley referred a moment ago, for the 
the Pacific Far East Line, have been delivered to the Maritime Ad- 
ministration, and most of them have been on the job of the Maritime 
Administration long enough to have run out the builder’s trial, which 
amounts to 6 months. 

One ship was transferred to the Navy and converted to an AKA, 
one American Mariner. One ship was lost off Pusan, and if you re- 
member, the Congress in the last session, went into that exhaustively. 

Mr. SHetuey. I am sure you want the record right, it was Pusan 
Harbor. 

Mr. Roruscuitp. That is correct. 

Four of those. vessels we had under contract to the American 
President Line, and funds for the conversion of two of them are in this 
submission. Two of them are under similar arrangement for Oceanic. 
That makes a total of 11, so there wovld be 24 still belonging to the 
Government. The largest part of the ships are in the reserve fleet, 
the balance of which are still running out the builder’s trial. 

Mr. Yates. What was the cost of building a vessel? 

Mr. Roruscuitp. About $9.25 million. 


MARINER CONVERSION COSTS 


Mr. Yates. And what is the cost of converting the ship? 

Mr. Roruscuixp. It depends upon what it is to be converted to, 
Mr. Yates. If it is to be converted to a cargo vessel in certain trade, 
it might be very little, there might be very little involved. If it is to 
a trade that requires the addition of tanks, which will be used for 
refrigerator space, while it still could be used for cargo, it will cost more. 
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Mr. Yates. Yes. 

Mr. Roruscuixp. If it is to be converted to a combination of eargo 
and passenger ship, it will run still more, and if it is to be converted to 
- an ship, that will be the most expensive work that can 

e done. 

Mr. Yarss. I notice you are requesting funds for construction of 
some large tankers. Are these ships susceptible to such conversion? 

Mr. Roruscuitp. No. 

Mr. Yates. Mr. Clevenger raised the point last year indicating that 
the program was subject to some criticism because of the design, | 
think he said. What about the 24 that are still laid up? Is it your 
judgment that they will still be a part of the fleet, or that there will 

e use for any part of them, provided trouble did break out? 


USE OF MARINER SHIPS 


Mr. Roruscurip. In my opinion, the Mariner is an important 
class of ship, the finest, fastest, most modern cargo vessel. 

Mr. Yates. For what use? 

Mr. Roruscuiup. They are more eminently suited for, and there- 
fore, more adaptable to the long-haul trade. Now, if you are operating 
a steamship line from New York or Baltimore to Mexico or Habana, 
you cannot use ships like that. You have to have long distances in 
which to use ships of that size and space, and the ships which have 
been sold to the various lines and are to be sold, are intended for the 
long-haul trade. 

Over a period of time, most of the 24 ships in the present plan will 
go to large operators in my judgment, but even if they do not, they 
make up an important phase of ships, very valuable as defense facilities. 

Mr. SuHetuey. Will the gentleman yield? 

Mr. Yates. Yes. 

Mr. SHELLY. Is it not a fact, Mr. Rothschild, that the Mariner is 
regarded as the most valuable ship in use? 

Mr. Roruscuiup. Yes, Mr. Shelley. They will travel faster and 

more cargo in less time than any cargo vessel on the sea. 
r. YATES. T remember in the argument that was made when—— 

Mr. RoruscuHiLp (interposing). I had nothing to do with building 
or designing them. They were built before my time. 

Mr. Yates. Very well. 

I remember the argument that was made on the floor of the House 
that they were useless against submarines; that the submarine could 
outrun oes ships. Is that true? 

Mr. Roruscuiup. I do not know the speed of submarines. They 
are 20-knot vessels. 

Mr. Yates. When you say 20 knots, just what do you mean? 

Mr. Roruscuitp. Fully loaded; maritime specifications for speed 
are fully loaded, moderate sea, average boat, 80 percent. 

Mr. Yates. These 24 ships are now laid up in shipwayrds? 

Mr. Roruscuitp. No; they are in the reserve fleet. 

Mr. Yares. In the reserve fleet? 

Mr. Roruscui.p. Yes. 

Mr. Yates. And what is the cost of maintaining them? 

Mr. Roruscuitp. It costs $7 million a year to maintain 2,156 
vessels. 
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Mr. Yates. That is for the entire reserve fleet? 

Mr. Roruscuivp. Yes. 

Mr. Yatres. You have no knowledge as to what portion of that is 
attributable to the Mariner, on the present rate of maintenance? Do 
you know the cost of maintaining a ship of a certain type? 

’ Mr. Roruscuixp. It costs more to maintain a large ship than it 
does a tug. 

Mr. Yates. Yes, I would think so and that is why I was wondering 
if you had a breakdown in terms of the cost of the Mariner. You have 
just given the overall figures. 

Mr. Roruscuiup. Yes. 

Mr. Yatss. I wondered whether this was something that could be 
broken down. 

Mr. Roruscuitp. Normally, most of that means take a few more 
gallons of paint. 

Mr. Yates. That is all, Mr. Chairman. 

Mr. Preston. Will you proceed to the next category, Mr. Secretary? 


Civit AERONAUTICS ADMINISTRATION 


Mr. Roruscuitp. The Civil Aeronautics Administration, Mr. 
Chairman, is the next: Here we are dealing with, perhaps, the most 
dynamic element in transportation the world has ever seen. Any 
figures which are prepared for the business of flying planes today are 
almost worthless by tomorrow. We are now at the point where we 
are about to, and have in some cases, run out of airspace. 

Mr. Yates. Especially around the city of Chicago. 

Mr. Rotuscuitp. And Washington and New York and a few other 

laces. 
: We have found complications which have come into the picture by 
reason of high-speed and high-altitude performance, both on the 
part of the military and shortly, or partially, on the part of civil air- 
craft. We, therefore, have a greater reponsibility in the Civil Aero- 
nautics Administration to see that civilian and military operations are 
safe insofar as we are able to get it. 

We, therefore, have come to you for an increase in the amount of 
money involved in the CAA establishment. 

Among the factors we will be asking for is long-range radar for New 
York and for Chicago which Mr. Yates referred to. 

Mr. Yates. Yes. 

VOR/DME—TACAN 


Mr. Roruscniip. And we will be asking for radar and we will be 
— for VOR/DME. Do you want me to stop and tell you about 
that? 

Mr. Preston. Yes, because I am not sure you are going to get it. 

You fellows have got to tell us some of your secrets, so we can find 
out exactly what the story is concerning the agreement that was 
executed yesterday. 

Mr. Roruscuixp. I had thought that you might ask that, and it 
just so happens I have a copy of that with me. This is not offered 
for the record, but for your use. 

(Off the record discussion. ) 

Mr. Preston. Has this reached a period of settlement or will it 
be necessary to go—— 
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Mr. Roruscuip. It has reached a period of settlement. 

Mr. Yates. Mr. Chairman, may I request an explanation of what 
the equipment is. This is my first assignment on this committee and 
I would like to know what it is and what it does. 

Mr. Preston. Certainly. 

Mr. Roruscuiup: Mr. Yates, I am well qualified as an expert. 

Mr. Yates. Very good. 

Mr. Roruscui.p. Six weeks ago I had not even heard of it myself. 
VOR stands for very high frequency omnidirectional-range. DME 
stands for distance measurement equipment. 

TACAN is the competitor of VOR/DME and stands for Tactical 
Air Navigation. 

Mr. Yates. Are they two separate sets of equipment? 

Mr. Roruscuitp. Yes. Companies make both kinds, big com- 
panies. VOR/DME is a development of some years standing and 
was originally developed by Civil Aeronautics Administration. 

It is necessary to have a common system of air navigation aids in 
order that all kinds of traffic can be kept separated, because it does 
not make any difference how big you are, or whether you are on a 
civil aircraft or a military aircraft, when you run together you are 
just as dead. So what we need is a common system. 

Shortly after the development, or the process on VOR/DME was 
started, the military started a development program called TACAN. 
Its development was kept under wraps for security reasons until very 
recently. 

Mr. Preston. And perhaps for other reasons too, Mr. Rothschild. 

Mr. Yates. Other than security? 

Mr. Roruscuiyp. Let it be said I said for security reasons, Mr. 
Chairman. 

The VOR/DME has reached a higher state of development, manu- 
facture and testmg than has TACAN. TACAN is largely in the 
experimental and developmental stage as yet. There are, however, 
claims which I believe to be supportable that TACAN is, No. 1, more 
precise; and No. 2, that it will operate as a tactical piece of equip- 
ment on carriers and under field conditions to greater advantage 
than will VOR/DME. TACAN does both jobs that VOR/DME does. 
It tells you not only where you are but how far you are. 

When I came into this job a few weeks ago, there had just been 
concluded a document by the Air Navigation Development Board. 
The Air Navigation Development Board is a creature of the Secre- 
taries of Commerce and Defense and serving on that Board were an 
Assistant Secretary of Defense and my predecessor. It was a two- 
man committee so far as its actual membership was concerned, but 
there were ad hoc members from other departments. 

The Air Navigation Development Board had recommended at 
that time, based on an appraisal of the possibilities, that TACAN 
was so far superior to VOR/DME that the VOR part of this equipment 
should be continued for a period of not more than 10 years, but that 
the DME part of the equipment should be discontinued almost 
immediately, as of June 30, 1955. 

The reasons for taking these 2 different positions were that these 
2 parts of this single equipment operate in 2 parts of the frequency 
spectrum. I am afraid I do not know precisely what that means, 
but this is it, anyhow. 








p 
Ih 








191 


The frequencies in which DME operates are to some extent the 
same frequencies in which TACAN operates, and it was then thought 
to be difficult, if not impossible, to operate both of them within the 
same spectrum. 

There is also in existence the Air Coordinating Committee. This 
Committee is a creature of the President. I am the Chairman of 
that Committee and there sit on that Committee, Assistant Secretaries 
of the Army, Navy, Air Force, a member of the Federal Communica- 
tions Commission, a member of the Civil Aeronautics Board, State 
Department, Treasury, Post Office, Bureau of the Budget, Department 
of Commerce. 

Mr. Yates. Not the Department of Health, Education, and 
Welfare? 

Mr. Roruscuiip. No, I do not believe they have an interest. 

Mr. Yarrs. That is about the only agency left out. 

Mr. Roruscuitp. This committee was created some years ago 
because it was necessary to have a spot at which the various executive 
parts of the Government having an interest in aviation could come 
together and examine one another’s progress and plans and operations 
in order that there would be not only a lack of duplication but a coor- 
dination which up to that time had not existed. 

I took the position, and still do, that the Air Navigation Develop- 
ment Board was limited in its scope to pretty much what its name 
implied, that it was there to do a technical evaluation of equipment; 
and that the Air Coordinating Committee, on the other hand, was 
created to assist in the development of executive policy after having 
had reports from such groups as Air Navigation Development Board 
and others. 

We had a meeting of the Air Coordinating Committee yesterday, as 
you know, and it is now the recommendation of the Air Coordinating 
Committee that VOR be continued for a 10-year period, which was the 
finding of the Air Navigation Development Board, but that the DME 
portion of it be continued for 5 years, and that TACAN be imple- 
mented immediately but around, and not interfering with, DME. 

We have to have this kind of equipment, and whether it is one 
kind or another kind or still another kind, which I shall call by the 
Greek letter words, the rho-theta, I think we can take this factual 
point of view on the matter. 

DME is good, or largely good. It is here. TACAN may be 
better. It is almost here, but not quite. When, isa matter of any- 
body’s guess, but it is 3 to 7 or 10 years away. Even better rho- 
theta equipments are not here, but we know they are possible. It is 
in the nature of other inventions scientists tell us about. We know 
it is possible, but we have nothing to go on. Just as when TACAN 
was originally conceived, there was not even a vacuum tube which 
would operate on the system. 

Mr. Yares. Is rho-theta better than TACAN? 

Mr. Rotuscuitp. There may be better rho-theta equipments. 
Nobody knows. So I think we have to take the broad point of view 
that this country cannot get along with anything less than the best, 
and it will have to have the best on a self-preservation basis, both for 
military and civil. It is going to have to have the best and it will 
have to buy new equipment every time a better one comes out, 
and it will cost a lot of money. 
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That is perhaps a peculiar way to make a presentation to an 
Appropriations Committee, but I think that is the point of view we 
need to take when we think of saving our skins, if you will. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. We will include in the record at this point a copy 
of a press release issued by the Air Coordinating Committee con- 
taining its recommendations on this subject Shick we are now 
discussing. 

(The paper referred to is as follows:) 


Immediate, Apri 20, 1955. 


Arr CooRDINATING COMMITTEE APPROVES PROGRAM ON ELECTRONIC SHor? 
DisTaNcE NAVIGATION SYSTEMS 


The following program has been unanimously agreed to by the interested 
Federal agencies in the Air Coordinating Committee, it was announced today by 
Chairman Louis 8. Rothschild, Under Secretary of Commerce for Transportation: 


UNITED STATES NATIONAL PROGRAM ON ELECTRONIC SHORT-DISTANCE NAVIGATION 
SYSTEMS 


In view of the military’s planned implementation of a tactical system, the 
divergence between the common civil/military nontactical system and the tactical 
military system becomes obvious. Thus, a course of action must be devised 
which will minimize disruption to all aviation interests during this divergence, 
and arrive, to the extent possible, at a common civil/military system of navigation 
which provides for civil/military nontactical, as well as basic tactical operations. 
Appropriately, a statement of agreed program of the executive branch of the 
Government in regard to the implementation, development, and international 
plans of the United States for the short-distance navigation system, is set forth 
as follows: 

I. THE DOMESTIC PROGRAM 


A. Interim military tactical program 

1. The military will proceed immediately to implement the minimum amount 
of TACAN necessary to meet military tactical requirements. These installations 
must avoid interference with the radar safety beacon and DME. 

2. The proposed use of TACAN must be coordinated through the ACC agencies, 
and aircraft flights based on the system must be capable of being integrated into 
the operation of the Federal airways to minimize operational conflicts. Imple- 
mentation of TACAN will be in accordance with policy to be developed by ACC. 


B. The common system program 

1. The CAA continue the VOR-DME system, as hereinafter provided, until 
some succeeding common system has been adopted and installed on the Federal 
airways system. During the transition period, when a succeeding common sys- 
tem is being installed, priorities in frequencies or other areas of conflict shall be 
given to the succeeding system. 

2. The agencies of the Government responsible for the implementation or 
operation of any phase or phases of the present or a future common system pro- 
gram will consult with other interested agencies through the Air Coordinating 
Committee in the discharge of these responsibilities. Any implementation of 
DME will be carried out only in proper priority relationship to the other needed 
improvements in the system. 

3. Based on information now available, if TACAN is adopted for use in the 
succeeding common system, it is estimated that under such a program VOR will 
be continued until 1965 and that DME will be continued until 1960. 


C. Common system development program 

1. Presently undetermined factors —As a matter of first priority, the ANDB 
should study the following items and report and recommend to the ACC: 

(a) The actual number of noninterfering channels which are available to 
TACAN. 

(b) The number of TACAN channels required: 

(1) For the common civil-military system. 
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(2) For the interim tactical system. 
(c) The relationship of TACAN to the continental air defense plans. 

2. Development of TACAN for possible common system applications.—Concur- 
rently and also as a matter of first priority, the ANDB should immediately plan 
and direct a program to complete the development of TACAN for possible common 
system use. The ACC should be kept colsely advised and will consider the prob- 
lem of adoption of TACAN as the common system element as soon as technical 
progress warrants this action. 

3. Studies to determine technical feasibility of an alternate rho-theta system.—At 
the same time, but as a matter of second priority relative to items 1 and 2 above 
ANDB should conduct studies to determine the feasibility of developing a third 
rho-theta system which would meet all of the stated common system require- 
ments. This alternate system could include portions of TACAN, DME, or any 
other rho-theta technique; the important factor being its capability to meet the 
stated common system requirements. The results of this study should be reported 
to the ACC, which will consider them in the light of the results of items 1 and 2 
above. 

4. As an item of third priority, the ANDB should determine the feasibility of: 

(a) Im es low altitude coverage and minimizing site preparation of the 
VOR-D . 

(b) Coaxial colocation of the VOR and TACAN antennas and of the VOR- 
DME and TACAN antennas. 

(c) Converting civil DME ground equipment to serve as low powered TACAN 
terminal facilities. 

II. THE INTERNATIONAL PROGRAM 


The United States will, consistent with past practice, keep the member states 
of ICAO fully advised es to the progress of development, and the possibilities of 
future short range air navigation aids systems. The United States is continuing 
extensive research and development on short range aids. One of the aids under 
consideration is TACAN; therefore, ICAO will be provided as soon as possible 
with as complete information as possible on the technical and operational charac- 
teristics of TACAN, with comments to the following effect: 

A. The United States has undertaken elaborate evaluation tests of TACAN 
with the view to investigating its suitability to replace VOR-DME as the short 
distance aid component of the common system. Information on significant 
results of this study will be sent to ICAO as it becomes available. 

B. Should the results of the study reveal clear and substantial advantages 
of TACAN over VOR-DME, the United States will propose that the members 
of a consider substituting TACAN for VOR-DME in the appropriate ICAO 
standards. 

C. In any event, the United States plans to continue VOR service in its inter- 
national airports at least until 1965. However, if the United States decides to 
adopt TACAN as the short distance aid to air navigation, it may not be able to 
continue DME service at its international airports beyond 1960. 

D. The United States will cooperate with ICAO or any member state of 
ICAO in such studies as may be undertaken in connection with TACAN. 


THE AIR COORDINATING COMMITTEE 


Louis 8. Rothschild, Under Secretary of Commerce for Transportation, Chairman 

Chan Gurney, member, Civil Aeronautics Board, Vice Chairman 

Samuel C. Waugh, Assistant Secretary of State for Economic Affairs 

George H. Roderick, Assistant Secretary of the Army 

James H. Smith, Jr., Assistant Secretary of Navy for Air 

Roger Lewis, Assistant Secretary of the Air Force 

H. Chapman Rose, Assistant Secretary of Treasury 

E. George Siedle, Assistant Postmaster General 

Robert E. Lee, Commissioner, Federal Communications Commission 

J. Weldon Jones, economic adviser, Budget Bureau (nonvoting) 

Alvin B. Barber, consultant for transportation, Office of Defense Mobilization 
(nonvoting) 


_ Mr. Preston. The thing that disturbs this committee, I am sure, 
is that there will be a transition period of about 10 years. It may be 
less than that. According to this agreement reached between the 
proponents of the two systems, priority is being given to TACAN not 
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only in the policy of the Air Navigation Development Board, but it 
is also directed that in the allocation of frequencies priority should be 
given to TACAN also. The question arises, how much longer can 
we afford to purchase VOR-DME equipment when it is on its way out? 

Mr. Roruscuixp. I do not think the VOR part is a matter of 
concern at all, because it is good for at least 10 years. In this type 
of equipment the standard for obsolescence is 7 years and the normal 
chargeoff period as recognized by the Internal Revenue Service is 7 
years. 

Mr. Preston. How much do you ask for VOR-DME? 

Mr. Basnicur. $1,215,000 for maintenance and operation of DME 
and the new equipment figure is $1,376,800 for 1956. 

Mr. Roonry. How much equipment do you have which has not 
yet been used? How much has been obligated? 

Mr. Lez. The DME obligations have been $9,720,000. There is 
an additional $300,000 that is available to us this fiscal year, making 
a total of $10,020,000 which has been appropriated for this purpose. 

Mr. Roonry. When did Congress begin appropriating for this 
purpose? 

Mr. Ler. The first appropriation of funds for DME, I believe, was 
in fiscal year 1950. 

Mr. Roonry. What is your estimated cost of TACAN? 

Mr. Ler. The figures have been supplied mostly by the military 
and they have been classified as confidential. 

Mr. Rooney. I say that this committee, in order to intelligently 
operate, must have some idea of the figure. We must decide whether 
or not it is sensible to spend more money. 

Mr. Roruscuivp. There is no significant difference between VOR- 
DME and TACAN in installation cost. 

Mr. Rooney. Can you give me a figure on the cost of TACAN? 

Mr. Roruscuiip. It would depend on how many ground installa- 
tions are involved and how many aircraft are equipped. 

Mr. Rooney. I think we should have the figure. 

Mr. RoruscuHitp. May I suggest you get it from the military? 

Mr. Rooney. I think it is up to you to get it from the military and 
give it to us. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Yates. May I ask a question? 

Mr. Preston. Mr. Yates. 

Mr. Yates. Is the DME equipment susceptible to use with TACAN? 

Mr. Roruscuitp. Yes, to some degree. 

Mr. Yarss. So that it is not a total loss? 

Mr. Roruscuivp. No. 

Mr. Yates. Why can you not use the equipment you have and 
convert it? 

Mr. Roruscnitp. That is the plan. 

Mr. Yarss. When? 

Mr. RoruscuiLp. When is anybody’s guess. Some parts are in the 
inventive stage, some in the pilot stage. None of TACAN is i 

the commercial stage as yet. 

Mr. SHELLEY. How can you be so sure it will be all right? ; 

Mr. Roruscuitp. A congressional committee went to one TACAN 
installation a few days ago. Were you along? 
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Mr. SuHetuey. No. 

Mr. Roruscuitp. Another group is going Friday. I am sure if 
any of you gentlemen could go, arrangements could be made for you 
to go along, and I think it would be vastly important for some of you 
to see it. 

Mr. Yates. I would like to see it. 

Mr. Rooney. I have not seen TACAN but I think I know a little 
about DME. I took my committee on a visit to the CAA laboratory 
at Indianopolis. . 

Mr. Roruscuiip. That was about 5 years ago, Mr. Rooney. = 

Mr. Rooney. Yes. 

Mr. Roruscuiip. There have been substantial advances in the 
art, and my prediction is there will be equivalent substantial advances 
for many years to come. 

Mr. Roongy. Let us not forget the requested figure. 

Mr. Preston. We need the figure of the cost of TACAN. Will 
you get it? 

Mr. Roruscuitp. We will get it. We do not have it here. 

Mr. Preston. Do you know that you do not have it, Mr. Roths- 
child? 

Mr. Roruscuitp. I just asked Mr. Lee. 

Mr. Ler. Mr. Chairman, I did not bring the classified material 
here today. 

Mr. Preston. We certainly will have to have it in the morning at 
10 o’clock. 

I think some of the claims about this TACAN device have been 
exaggerated. It is a very debatable point. I think it has been estab- 
lished that it is better than VOR and DME. I have been reading 
everything I could get my hands on on the question. 

Mr. Roruscuiutp. Mr. Chairman, I do not have the long experience 
in governmental matters that you do, but from my experience I 
think it is pretty difficult, where there is self-interest, to get a 
completely factual presentation on either side of any question. 

Mr. Preston. I suppose that is a pretty accurate statement. 

Mr. Roruscuitp. I have attempted to sit as a one-man jury and 
listen to all sides of this and with my complete ignorance so far as 
electronics is concerned, as well as many other subjects, I am con- 
vinced my views are good. 

Mr. Preston. Mr. Rothschild, there were some decisions made 
before you came on the scene directly on this dispute, and the question 
comes to my mind whether we have not just junked $10 million of 
equipment. 

Mr. Roruscuiip. The $10 million worth of equipment we have is 
usable for 5 more years as a@ minimum and beyond that certain ele- 
ments of it are convertible to TACAN. If we were to shut it down 
and not use it we would, first of all, be depriving the air navigation 
part of the CAA operation of an element which is needed, and if we 
were to shut it down it would cost almost as much to maintain it in 
standby condition as it would to operate. 

Mr. Tuomas. You talk about 5 years off. What is happening in 
the interim in commitments? 

Mr. Roruscuixp. In the interim there are requests in this budget 
submission for additional VOR and DME equipment, and while we 
have examined these requests carefully, I have the feeling that even 
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if authorized there might be some amendments in our operation 
before the end of 1956. 

Mr. SHetiry. Do you want the money? 

Mr. Roruscuiitp. We do want the money. Things happen so fast. 

Mr. Preston. Are you not thinking now of bringing up a supple- 
mental appropriation request for TACAN? 

Mr. Roruscuiip. The military may be, and I do not think that 
is improper. 

Mr. Preston. How long do you think it will be before they will 
a - on you to put in ground equipment to complement TACAN, 

9 

Mr. Roruscuiip. They surely will not want it until it has gotten 
to the stage where it has a large percentage of reliability. 

Mr. Preston. The commercial airlines are all endorsing TACAN? 

Mr. Roruscuiip. Do you want to know why? 

Mr. Preston. I would like to know, yes. 

Mr. Roruscuip. In my judgment this is a self-interest maneuver. 
The airlines are fearful that if we go ahead with DME for their 
particular benefit without the military also using it, that we will have 
the basis for establishment of user charges on DME. So they are 
supporting TACAN with the idea it will not cost them anything. That 
is my idea. 

Mr. Yares. Do you say the airlines do want TACAN? 

Mr. Roruscuiup. Yes. If they get TACAN they can always say, 
Lou had to put it in for the military anyway, so why not let us use 
it?” 

Mr. Preston. The Congress of the United States has been kept in 
total darkness on this subject, yet all the time they were getting ready 
to sandbag us on this TACAN matter. 7B} 

Mr. Bow. In our hearings last year the Air Navigation Develop- 
ment Board told us about DME but told us nothing about TACAN. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Roruscuitp. There is no significant difference between the 
cost of VOR/DME installed in a plane and TACAN. 

Mr. Yates. There need be no significant change in the aircraft for 
the conversion? 

Mr. Roruscuitp. That is correct. 

Mr. Yates. What about the cost? 

Mr. Roruscuivp. It is nominal. 

Mr. Bow. Is it not true VOR and DME are two separate and 
distinct instruments for use on aircraft? 

Mr. Roruscuitp. Yes. 

Mr. Bow. We are talking about VOR/DME. 

Mr. RoruscuiLp. Yes. 

Mr. Bow. So we are actually talking about two operations? 

Mr. Roruscui.p. That is correct. 

Mr. Bow. VOR could be used with TACAN, could it not? 

Mr. Roruscuiyp. As far as radio interference is concerned. 

Mr. Bow. With VOR you could still use TACAN? 

Mr. Roruscuitp. Yes. 

Mr. Bow. But you could not use TACAN and DME? 

Mr. Roruscuitp. That is correct. 

Mr. Bow. So what we are concerned with is DME versus TACAN? 
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Mr. Roruscuitp. That is right, so far as radio interference is 
concerned, but so far as tactical use is concerned, TACAN is superior, 
according to the claims, to VOR. Besides that, VOR is reported to 
be unusable on a carrier. 

Mr. SHEuuEY. Will the gentleman yield? 

Would TACAN not be a substitute for both VOR and DME instru- 
ments? 

Mr. Roruscui.p. Yes. 

Mr. SuHeuiey. And then you. would have one instrument doing the 
work now being done by two instruments? 

Mr. Roruscuiip. Yes. 

Mr. Yatrs. What is the comparison in cost? 

Mr. Roruscuitp. About the same. 

Mr. Yares. About the same? 

Mr. Roruscuiip. That is correct. 

Mr.*Yatrs. Did I understand you to say conversion will permit 
the use of existing VOR equipment? 

Mr. Roruscnuitp. Ground DME equipment. 

Mr. Yates. How much of the $9 million investment we have is 
subject to that conversion? 

Mr. Roruscuixp. I do not think we have gone far enough to know. 

Mr. Tuomas. If this new instrument is 5 years off, why all this 
talk now? 

Mr. Horan. He said 3 years at the soonest. 

Mr. Preston. On that point I would like to read from this docu- 
ment off the record. This is marked “confidential,” so I will read it 
off the record. 

(Discussion off the record.) 

Mr. Roruscuitp. Completion of the TACAN program, in my judg- 
ment, is at least 10 years off. 

Mr. Horan. I believe your statement was that a few planes would 
be equipped with it in about 3 years. 

Mr. Yates. Could you cover your airports with it in 3 years? 

Mr. Roruscuity. That would not do you any good. 

Mr. YATES. Would it serve any useful purpose to appropriate funds 
for VOR and not DME? 

Mr. Roruscuiip. You could get in a big argument about that. 

Mr. Yates. I do not want to get into an argument. I am not an 
expert. 

Mr. Rooney. May I ask a question in regard to the figures given 
us by Mr. Lee of amounts obligated. Can you tell us how much of 
the amounts obligated is concerned with equipment which has not as 
yet been delivered? 

Mr. Lez. The DME units, I believe, have already been delivered 
and most of them are at the site. The additional unobligated funds 
are for making up antennas and power sources at various sites through- 
out the country. To give you the statistics on the number of units 
which have been completed at the present time, the total is 332; at 
15 sites. No construction is actually underway at the present time; 
and there are 107 additional to be completed through 1955. 

Mr. Tuomas. What is the overall cost? 

Mr. Ler. $10,020,000 for DME. 


Mr. Preston. Any further questions on this subject? 
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Mr. Yates. Were those figures you gave in response to Mr. Rooney’s 
question only DME, or did they include VOR as well? 

Mr. Lex. They were only DME. 

Mr. Yates. You gave us a figure of $9 million before. Does that 
include VOR? 

Mr. Lez. DME alone. 

Mr. Yates. Do we have any investment in VOR? 

Mr. Ler. Yes. 

Mr. Yates. What is the investment in VOR? 

Mr. Ler. The total which has been appropriated to date is $32,- 
299,000, of which $28,099,000 has been obligated and there is a balance 
of $4,200,000. This involves 411 units which have been completed, 13 
on which no construction is underway, and an additional 51 which will 
be completed in 1955. 

Mr. Preston. I thought we asked the question for funds for VOR 
and DME, and here we get a $10 million figure for DME alone. 

Mr. Len. That is the way I understood the question. The total for 
both programs is $48,372,025. That cludes 1956. Appropriated to 
date is $42 million. 

Mr. Yates. Of which how much is obligated? 

Mr. Ler. About $38 million. 

Mr. Preston. And this has all been since 1952? 

Mr. Ler. No, the VOR program began in about 1946 and the DME 
program in 1950. 

Mr. Roruscuitp. It is probably proper to consider the two programs 
separately when you consider that VOR has a useful life ahead of not 
less than 10 years. 

Mr. Yates. If this started in 1946, why is it not completed by this 
time? 

Mr. Roruscuitp. One reason is the money. 

Mr. Preston. You do not just open the door of the Treasury and 
let them walk in. 

Mr. Yates. Right now the impression I get is that we have to have 


this for the safety of our airports. The same thing, I assume, would & 


be true in 1947 or 1948. How long does it take? 

Mr. Preston. That is ancient history. 

Mr. Yarss. It is ancient history but are we doing the same thing 
now? 

Mr. Roruscuitp. This equipment has to be developed, you have 
to test it, and you have to buy it and install it and test it again. It 
is a long process. 

Mr. Bow. At some period you will bave a duplication. 

Mr. Roruscuitp. That is correct. 

Mr. Bow. You will have the Air Force operating on one system 
and civil aviation on another system for a while. 

Mr. Roruscuitp. That is partially correct. 

Mr. Yates. What firms manufacture this equipment. 

Mr. Roruscui.p. Several different firms manufacture VOR/DME. 
The development work on TACAN has been done by one firm, but 
many firms would manufacture it once it becomes available on 4 
commercial basis. 

Mr. Yatres. When will it go on a commercial basis? 

Mr. Roruscuitp. When they have tested it and found 

Mr. Yaress. I know that. I want a date. 
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Mr. Roruscui.p. This is only an estimate too, Mr. Yates. It 
says here that installation for operational checks on TACAN are 
estimated to begin in 1962 and to carry forward through1965. 

Mr. Yares. Do I understand that what you are saying is that the 
first date that this estimate shows that TACAN would be let for 
commercial production will be 1962? 

Mr. Roruscuariip. That is correct. 

Mr. Yares. Six more years. 

Mr. Roruscuitp. That is correct, 7 more years. 

Mr. Yates. To complete the tests? 

Mr. Roruscuiyp. There are various stages preceding that. 

Mr. Preston. Of course, that is subject to amendment. 

Mr. Yates. I am asking for his best guess. I get one impression 
of the equipment being available, and then find we are 6 or 7 years 
apart. 

Mr. Preston. You have Rho-Theta coming in. 

Mr. Roruscuitp. And any new Rho-Theta system will be just 
as obsolete when it comes in as TACAN will be when it comes in. 

Mr. Yates. Mr. Chairman, may I suggest we get the military to 
come in and give us the story on this? 

Mr. Preston. We understand the Military Subcommittee is going 
into it. 

Mr. Roruscuitp. We have been there days on end. 

Mr. Preston. I have been collaborating with Mr. Harris, of 
Arkansas on this subject. Although it may be the thing to do, it 
still leaves us sort of breathless, after all the money we have spent in 
recent years, to find out it will not be useful for many years. 


ALASKA COMMUNICATIONS 


Mr. Roruscuitp. We are asking for several million dollars for the 
changeover of our Alaska communications. We find that the fre- 
quency band on which we are operating is interfered with by police 
and transit radios and in certain weather conditions is out of operation 
for some period of time, and we have to change over to a higher 
frequency. 

Commercial air travel in Alaska is an essential to some 150,000 
people per year, I believe, but beyond that it is probably one of our 
most effective military situations. 

Mr. Preston. Were these conditions in existence when this band 
was selected? 

Mr. Len. The frequency allocated originally was in a band where 
it was recognized might not be the eat, Bint it was the only band we 
could get at that time. Since that time the installations in this coun- 
try on the same band have increased. I am talking about police and 
oo Under FCC regulations those services have priority on those 

ands, 

In the next 2 years the Alaska communications may have to be shut 
down for interference reasons. This proposal is to shift it to about 80 
megacycles. 

Mr. Preston. A higher frequency? 

Mr. Lex. Yes. This will change the present frequency band of 
40 to 50 megacycles to a band covering 70 to 100 megacycles. 
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AVIATION SAFETY 


Mr. Roruscuitp. We are asking for additional funds for “Aviation 
safety’ to get plans together so that we can partially get out of that 
business. We want to give a greater share of that business for certifi- 
cation of both aircraft and airmen to industry. 

Mr. Preston. Mr. Rothschild, is that a safe policy? 

Mr. Roruscuitp. We think it is not only a ae policy but a 
necessary one. 

Mr. Preston. If it is a necessary one, we have been going back- 
ward all the time, because we have been going on the theory it is 
necessary to police them. 

Mr. Roruscuitp. We will still do the. policing. 

Mr. Preston. There will be no reduction in your policing? 

Mr. Roruscuitp. No, sir, the policing will be kept up. 

Mr. Preston. I want to go into this fully, Mr. Lee, when we get 
to you. 

GRANTS-IN-AID FOR AIRPORTS 


Mr. Rorascuixp. For grants-in-aid for airports there is a request 
for $11 million in the 1596 budget, and there are members of this com- 
mittee and others, I believe, who feel that is an insufficient amount, 

Mr. Preston. I will tell you what I think. Somebody in the De- 
partment of Commerce, before your day, Mr. Rothschild, knowing 
that this program had some champions on this committee, left this 
figure low oak upped the aids to navigation, thinking we would kick 
—— million figure up, and this was just a little strategy that was 
used. 

Mr. RoruscuiLp. I would not argue that except to say I believe 
there were other considerations. I believe that in certain areas there 
has been a distinct lack of sympathy toward the necessity for Federal 
Government participation in airport construction. 

Mr. Preston. There is no question about that. That was evi- 
denced by the fact the program was stopped cold for a year and we 
reactivated it on the floor. 


WASHINGTON NATIONAL AIRPORT 


Mr. Roruscaiip. We will be asking for a modest amount of money 
for the Washington Airport. You are aware, I am sure, that there 
has been installed a new finger facility that adds to the loading and 
unloading capacity. We will also be asking additional money for 
improvements to the facility, including improvement of the baggage 
handling. That represents a modest amount of money. 

Mr. Preston. Before you get too far away from the Federal aid 
to airports, I want to ask what your own feeling is on this program. 

Mr. Roruscuixp. I will be very happy to tell you privately, sir, 
but I am obliged to present this budget the way it has been developed. 

Mr. Yates. Will you repeat that statement? 

Mr. Roruscurip. I said I would be very happy to discuss it with 
the chairman, but I am obliged to present this aches the way it has 
been developed. 

Mr. Yates. Does that mean you do not agree with the budget? 

Mr. Roruscaitp. I do not Believe I would like to answer that 
question, Mr. Yates. 
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Mr. Preston. Proceed, Mr. Rothschild. 

Mr. Roruscuitp. That concludes my presentation on the CAA, 
and I would like to talk to you about the Bureau of Public Roads. 

Mr. Yates. May I ask a question before you leave the airports? 

Mr. Preston. Mr. Yates. 

Mr. Yates. Can you give us a couple comments on the space 
aspect? 

Mr. Roruscui.p. Air space? 

Mr. Yates. Yes. What progress are you making in coming to a 
solution of the problem? 

Mr. Roruscuitp. The equipment for which we are asking will 
enable the CAA to use the available air space with greater efficiency. 


SHIFTING OF AIR TRAFFIC AT MIDWAY TO O'HARE AIRPORT 


Mr. Yates. Is this the agency, or is CAB the agency, to which 
I should address questions concerning the shift of a portion of the 
traffic at Midway to O’Hare Airport? 

Mr. Roruscuitp. CAB. 

Mr. Yates. Have you any cognizance over that? 

Mr. Roruscuiip. That is CAB’s business. 

Mr. Lez. The only involvement we have is an agreement between 
the Federal Government and the city of Chicago with regard to 
O’Hare Airport, which limits military use of O’Hare to 25 percent. 

Mr. Yates. What has been done? 

Mr. Ler. We have negotiated with the city of Chicago and have 
indicated to the city of Chicago what we felt was a reasonable in- 
terpretation of that clause. The city of Chicago then proceeded to 
negotiate with the Air Force for that kind of limitation on the traffic, 
and I believe those negotiations are still underway. 

Mr. Yates. They have been pending for 3 or 4 years, but you are 
not in it? It is between the city of Chicago and the Air Force? Is 
that right? 

Mr. Ler. We have made the determination of what constitutes a 
reasonable interpretation of that clause. We have made an interpre- 
tation, which I shall be glad to supply, of what 25 percent really 
means. 

Mr. Yarrs. Do you have any authority to change that contract 
or to require the city of Chicago or the Air Force to do something else 
in terms of using the airports? 

Mr. Ler. No. Of course the contract could be renegotiated. 

Mr. Yates. Between the two? 

Mr. Lez. Yes. 

Mr. Yarss. You have no authority to require them to do so or to 
change the terms of the contract? 

Mr. Les. No. It is a fixed contract. 

Mr. Yarss. Your board has no authority 

Mr. Roruscui.p. This is not a board. This is an administration. 

Mr. Yates. The reason I am asking these questions, Midway 
Airport is completely saturated at this particular time and for 3 or 4 
years now negotiations have been going on to move some airplanes 
away from Midway to O’Hare to relieve the load. I should think 
that was something this agency would be cognizant of. 
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Mr. Lez. The responsibility of CAA in this regard is limited to the 
safety standpoint. When the traffic gets so congested at Midway 
that it is unsafe, then we put a limitation on the flow. 

Mr. Yatss. Do you have the power to direct the flow into another 
airport? 

Mr. Lez. No. 

Mr. Yates. That is all. 

Mr. Preston. Mr. Rooney. 


ADDITIONAL WASHINGTON AIRPORT 


Mr. Roonsy. I should like to ask about the status of the Washing- 
ton National Airport problem. 

Mr. Roruscuitp. The situation is this, Mr. Rooney: By a docu- 
ment of about 3 or 4 weeks ago the Secretary of the Air Force, the 
Secretary of Commerce, and the Director of the Budget agreed that 
it was not solely a Federal responsibility to furnish a second airport 
for the Washington area; that the citizens of the area and the trans- 
port industry had an interest which should be indicated by some 
monetary consideration. 

The report went on to say that the Department of Commerce 
should explore the possibilities, and pursuant to that instruction we 
have addressed letters to, and received replies in most cases from, the 
Governors of Virginia and’ Maryland, the county commissioners of 
the several counties surrounding the District, and the mayors or other 
suitable officers of the municipalities, and we are having a series of 
meetings beginning next week, if we are through with the appropria- 
tions hearings, to determine whether and to what extent these other 
subdivisions of government have an interest and whether and to what 
extent they will participate moneywise in a second airport. 

Pending that, the report suggests as an interim possibility Friendship 
Airport just outside Baltimore might be used if the capacity at Wash- 
ington National becomes entirely used up. 

Mr. Roonzy. That should safely or unsafely tie this up for another 
3 years. How much land do you have out there in the title of the 
Government? 

Mr. RoruscHitp. 1,050 acres, Mr. Lee tells me. 

Mr. Rooney. At a cost of how much? 

Mr. Roraseuitp. $1 million. 

Mr. Rooney. And we have had that land about 3 years? 

Mr. Tuomas. You mean that land cost $1,000 an acre? 

Mr. RoruscuHiLp. I assume it could be sold for what it cost or more 
since there has been a considerable housing development in that 
direction. 

Mr. Rooney. Then I take it you would favor the complete abandon- 
ment of that site as an airport? 

Mr. Roruscuitp. No. I was indicating, if it should become neces- 
sary to sell it, there would be no loss to the taxpayers. 

Mr. Rooney. I do not know to whom we should be grateful for that 
situation, but it seems to me this is just a deferment of this problem. 
We were told 4 years ago that it was absolutely necessary as a safety 
matter to have an additional Washington airport. We were told then 
that the Washington National Airport was at a saturation point. 
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Suppose you insert at this point in the record the report to which 


you have referred. 
Mr. Rornuscuitp. Very well. 
(The information requested is as follows:) 


Tue Wuite HovseE 


The White House today made public the following memorandum to the 
President : 
Makrcg 16, 1955. 
Memorandum for the President. 
Subject: Report of the Presidential Advisory Committee to Consider an Addi- 
tional Washington Airport. 


- Your committee has agreed that the Federal Government can and should, 
within the framework of existing policy, take a number of immediate and con- 
1 structive steps designed to alleviate congestion at the Washington National 


Airport. A list of such steps is appended. They will relieve the immediate 


e congestion. We recognize they may not be a long-term solution. The committee 
ut has closely examined the feasibility of using Friendship Airport to supplement 
rt the capacity of the Washington National Airport. We believe that Friendship 
5. could serve as a supplemental facility for this purpose for some time, even though 
we recognize that it may not provide the best long-range solution of Washington’s 
le airport needs. 
If the residents of this area find that, for their maximum convenience, the most 
Oe desirable solution would be a separate new airport located in relation to the 
ve specific requirements of Washington traffic, the Federal Government will par- 
" ticipate in the development of plans and in the financing of such an airport. 
¢ The balance of the cost should be financed in the same manner as in all other 
of civilian airport construction in the continental United States—that is, by the 
er affected communities and the air transport industry. 
of If the foregoing recommendations have your approval, your Advisory Com- 
, mittee suggests that they be publicly announced, perhaps by authorizing the 
a release of the above report. Simultaneously an invitation should be extended to 
er officials of State and local governments in this area to discuss with officials of 
at the Department of Commerce problems of local and industry financing of con- 
struction of a second airport if the communities so desire. 
‘ip _ Rowxanp R. HuaGues, 
h Chairman; Director, Bureau of the Budget. 
au SrincLarR WEEKS, 
Secretary of Commerce. 
rer Haroup E. Tausort, 
he Secretary of the Air Force. 
(For the Secretary of Defense), 
Funds will be sought to accomplish maximum utilization of the existing Wash- 
ington National Airport by more than one-third increase in gate positions, sub- 
stantial improvements in baggage-handling facilities, expansion and modernization 
of fueling facilities, improved runway and taxiway lighting, and expanded and 
repaved parking areas. 
As many adjustments as are militarily feasible will be made in the operations 
one of neighboring Bolling, and Anacostia airfields including the closer regulation of 


instrument landings whenever the weather imposes instrument conditions on the 
hat # Washington National Airport. 

Washington National Airport will be relieved of all Government flights except 
on- those of high rank and urgency. 

Everything practicable will be done to provide facilities at Washington National 

Airport to accommodate the expanding airline industry. To that end the Gov- 
eS- HH ernment will provide an additional hangar for use by airlines. 

Long-range plans will be developed to determine the feasibility of relocating 
hat & I flight activities presently conducted at Bolling and Anacostia. 

In the interest of flight safety, the Government will undertake to designate a 
em. high density control zone in the Washington terminal area, and prescribe therein 
fety special requirements for the safety and efficiency of flight operations. 
hen In the use of air space, all affected branches of the Government, both military 

and civilian, will cooperate with civil aviation in the Washington terminal area 
In every way possible without impairment of essential military and vital 
Government operations. 
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Mr. Roonry. Is there anything in this bill with regard to an addi- 
tional airport for Washington? 

Mr. Roruscuitp. No. In my opening remarks I said any figure 
that was good for the air-transport situation as of today was of doubt- 
ful value a few weeks or months hence, and I think that condition 
prevails with respect to every other component of this dynamic 
industry. 

Mr. Roonery. You seem to insist that I pursue this further. What 
would you think if you sat on this side of the table as of 4 years ago 
and were told it was a matter of the highest importance to have an 
additional Washington airport; that the Washington National Air- 

ort was becoming so saturated that the danger of accidents was very 
imminent, and on the basis of that testimony you, sitting on this side 
of the table, a propriated the requested money, and you now find 
that although that was 4 years ago there are now no immediate plans 
to take care of the alleged saturation of 4 years ago? 

Mr. Roruscutixp. I think there are some plans, Mr. Rooney. The 
use of Friendship is one thing. I did not go into the full report, but it 
will be made a part of the record. Among other things there is the 

ossibility of decreasing the use of Bolling and Anacostia, the estab- 
ishment of safety controls, and the establishment of another finger 
facility, all of which have tended to increase the capacity of Wash- 
ington National. Friendship is not now being used. 

r. Rooney. I was going to ask you that question. Friendship is 
not now being used and who is interested in Friendship other than the 
people of Baltimore? As an air traveler you would not want to take 
a plane in New York and wind up at Friendship, 40 miles away? 

r. Roruscuitp. We have studies which indicate that the travel 
time from downtown Washington to Friendship under any set of 
traffic conditions is 15 minutes more than the travel time from down- 
town Washington to the proposed airport site at Burke. This hap- 

ened since the opening of the new highway between Washington and 
altimore. In addition, Friendship is 37 miles closer to any northern 
destination than Washington National. 

Mr. SHELLEY. I move we adjourn. 

Mr. Preston. We will adjourn until 10 o’clock tomorrow morning. 

Mr. Roruscuitp. I have a problem. I am supposed to be a 
witness before Senator Magnuson tomorrow morning. 

Mr. Preston. Well, we have covered the principal items in your 
presentation. 

Mr. Roruscuip. I have only the Bureau of Public Roads and the 
Weather Bureau left. 


Tuurspay, Apri 21, 1955. 
Mr. Preston. We are ready now to hear Under Secretary of Com- 
merce, Mr. Rothschild, and will you take up at the point you left 
amd afternoon, when the committee adjourned, Mr. Roths- 
child? 


Mr. Roruscuitp. Mr. Chairman, thank you very much for allowing 
me to come at this time. 

I had completed all of my testimony except that with reference to 
the Bureaus of Public Roads and Weather, and, with your permis- 
sion, I will speak first about the Bureau of Public Roads. 

Mr. Preston. Yes. 


—_— oO -—_ rT ee 
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Bureau or Pusuic Roaps 


Mr. Roruscuixp. This, as you know, is one of the very large items 
moneywise, in the Commerce budget, amounting to a very su stantial 
share of the whole budget, and it is large by reason of the fact that 
the Federal-aid highway authorizations were raised in the last Con- 
gress to $875 million per year, compared with the previous authoriza- 
tion of $575 million. 

The money which is sought now is almost entirely for paying the 
bills curred under authorizations for prior years. 

There are several other highway items, but, generally speaking, 
almost all the money os to States for grants-in-aid. As you know,the 
pattern is that the Federal Government matches on an equal basis 
for those projects on the primary and secondary and urban highways. 
The interstate provision has been changed beginning in 1956, and 
now the Federal share goes to 60 percent instead of 50, as it has been 
for some years. 

And in addition to that, there is a request for authority to spend a 
nominal amount of money to furnish the State highway departments 
and the Federal Government with a sufficient amount of information, 
basic information, on the programs which will be under way. 

The report of the special highway needs study which was made 
to the Congress calls upon us to do work, and of course the Bureau of 
Public Roads will require people to carry out their program. 

There is no doubt but that the building and maintenance of public 
roads is a very vital factor in the whole economy of the Nation, not 
only directly from the work which is brought about by reason of the 
construction itself but in the movement of goods and people over the 


completed highways. 
I will not take your time to tell you about it, because you know far 
better about it that I do. 


INTER-AMERICAN HIGHWAY 


Included in the original budget submission was an item of $5% 
million for the work on the Inter-American Highway. A subsequent 
message from the President asked for the completion of that highway 
immediately, so that it will be necessary that $69.23 million additional 
be added to the $5.75 million, for a total of $74,980,000 to complete 
the highway. That sounds like a lot of money but the parts of the 
highway which are not yet complete are over some of the most rugged 
parts and in areas with a number of structures of considerable size 
and expense. 

In addition, the State Department, I believe, is quite anxious, in 
the interest of improving our relations with our neighbors to the 
south, in seeing that this highway is completed as soon as possible. 
As you know, it has been underway for many, many years, and is not 
yet passable, except over a limited area, because of uncompleted 
portions in Guatemala, Costa Rica, and Panama. 

That covers what I had in mind to say to you, Mr. Chairman, 
with respect to the Bureau of Public Roads. Shall I stop here or 
shall I go along? 

Mr. Preston. Suppose you go ahead and complete your statement. 
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WEATHER BUREAU 


Mr. Roruscuivp. I want to talk to you a few minutes about the 
Weather Bureau. I suppose that there is nothing with which the 
Federal Government is concerned in which there are so many people 
interested as weather. Hardly a soul, at the day-to-day level, but 
whe - occupied for some time about what the weather is or what it 
will be. 

The Weather Bureau, one of the long-time functions of the Federal 
Government has for many, many years, been a stepchild. 

It is working today with outmoded, long outworn, obsolete equip- 
ment. Many of you, I know, have been out to the Weather Bureau 
and have seen the kind of thing we have out there. Besides that, 
interestingly enough, there is some new weather that we did not know 
about until a few years ago. One of the things we are called upon to 
do today is to attempt to determine the fallout pattern of radio- 
active material brought about by the detonation of atomic weapons. 
That is a matter that no one ever thought about until just a short 
while ago. 

Besides that, we found that there are air currents which we never 
knew anything about a few years ago. The amount requested, which 
I hope may be allowed, for the installation of equipment, will help us 
to measure the length, breadth, and speed of those high air currents. 

Mr. Preston. Mr. Rothschild, does not the Air Force look to that, 
and has it not been doing something? 

Mr. Rorascuitp. I was about to come to that. We have done 
some work in connection with the Defense Department on trans- 
ferred funds but in this request, there is an item of about $3 million 
which will cover that source of work that very largely was previously 
a part of the Defense budget. We are now asking that it be included 
in our budget, with the concurrence of the Department of Defense, 
and you will have witnesses here, when you talk to the Weather 
Bureau people, to support that position. 

It is our feeling that the Defense Department feels that the Govern- 
ment will get no less than the equivalent results out of the transfer 
of these activities. 

Mr. Rooney. Mr. Rothschild, this administration has been in office 
for nearly 3 years. When did you find such deplorable conditions as 
you have described with regard to the Weather Bureau? 

Mr. Roruscuip. I found it out only since I have been there. 

Mr. Rooney. Mr. Secretary, are you familiar with the fact that in 
1954, fiscal year, the administration asked for $27.25 million and 
received $27 million; and in 1955, fiscal year, the current year, they 
asked $24,700,000 in the regular bill and received every nickel of it. 
How is it that the administration did find such a thing with regard 
to the Bureau and has never brought it to the attention of the Con- 
gress, when apparently the Congress has never denied the Bureau 
what it needed? 

Mr. Roruscuitp. I think that is quite right, Mr. Rooney, but I 
do not think that for a period of 20 years or more, there has been an 
adequate amount of money. 

Mr. Rooney. How long do you think it will take to find out—it is 
now 3 years—assuming that what you say is right. All right, I am 
sorry I interrupted you. 
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Mr. Roruscuitp. I cannot speak for my predecessors, but I have 
only found 

Mr. Rooney (interposing). Very well. I am sorry I imterrupted 
you. 

’ Mr. Roruscuiyp. Of the $3 million in the request, that is, for the 
transfer of the activities. 

In addition, there is a request for $5 million for the establishment 
of what is known as a meteorological establishment that will serve over 
a 4-year period to equip the Weather Bureau with the kind of equip- 
ment which it does not have, upper-air-observation equipment, 
weather-surveillance radar, and runway-observation equipment for 
airports. Now, at these long runways often there is a significant 
difference in the weather between the landing end of the runway and 
the observation office. 

Now, if you will examine this submission very carefully—and I 
hope you do—I would like to point out to you that even with the 
appropriation of approximately $33 million asked for, | would like to 
have you consider that, on the basis of the present-day population, 
that would be less than 20 cents per year per person in the United 
States for weather service. 

Now, if we can get the equipment and things that will enable us to 
do a better job on hurricane warning and if we could save any part of 
the property that was destroyed in the last hurricane, we would have 
made a significant contribution to the country. 

We think also that if we can develop some hurricane information, 
that we can, over a period of years, develop information on the 
smaller, more frequent, storms, such as tornados, that are often seen, 
we will have made a valuable contribution. 

Mr. Preston. There is a rollcall but I want to ask this question 
for the record. 

In looking over the Weather Bureau program, can you tell us 
whether or not you found anything with reference to exploring this 
rainmaking idea? 

Mr. Roruscuivp. Yes. 

Mr. Preston. What did you find? 

Mr. Roruscuixp. I found that while there are some differences of 
opinion among the meteorologists, both without the Government and 
in, that they are all pretty much of the opinion that rainmaking is 
not much of a show. They just cannot prove that the rain falls as 
the result of the rainmaking efforts, or that the rain was actually 
induced by the rainmaker. 

Mr. Tuomas. What did we give them last year, some $200,000? 

Mr. Roruscuitp. The Advisory Committee on Weather Control, 
an independent and separate agency, was appropriated $120,000 for 
the current fiscal year. 


61922—55——_14 
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Tuurspay, Aprit 21, 1955. 
CIVIL AERONAUTICS ADMINISTRATION 


WITNESSES 


LOUIS 8S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 

GEORGE T. MOORE, ASSISANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

F. B. LEE, ADMINISTRATOR 

J. H. TIPPETS, DIRECTOR, OFFICE OF FEDERAL AIRWAYS 

A. 8. KOCH, DIRECTOR, OFFICE OF AVIATION SAFETY 

H. H. HOWELL, DIRECTOR, OFFICE OF AIRPORTS 

A. O. BASNIGHT, BUDGET AND FINANCE OFFICER, CIVIL AERO. 
NAUTICS ADMINISTRATION 


OPERATION AND REGULATION 


Amounts available for obligation 





1954 actual | 1955 estimate | 1956 estimate 





Appreeietiee: Ce CIR 6 6 6965 055i dp aby opin ccnddindeinedln sebbimsgusntblendhéectnpep ce $106, 150, 000 


Reimbursements from non-Federal sources...............-----|.-.-.---------|-------------- 765, (27 
RGU DATGIO IS TON OCTET MOONE, no fn ob in can bce weet eka fon nsdeknccceen 5, 014, 373 
ES IIE oor ss coh coed Paddccgbagplgeebabstanlsiaccassabbcasbapsacctinvecnd 111, 930, 000 


- Comparative transfer from— 
a and expenses, Civil Aeronautics Administra- 
tion’’: 





Di 00t CII iin es oie debaceacdumendenes = 4 OM 646, 025 
Reimbursements from non-Federal ee 563, 531 
Reimbursements from other accounts---------...----- 2, 217, 140 
“Establishment of Air Navigation Facilities, Civil 
Aeronautics Administration’’: 
I vi nieb pantieidie +5 28eiah-cebencmentl 1, 837, 009 SBBR Bek bedcenesdds << 
Reimbursements from non-Federal sources... .......---|...-.--------- SWE Eat ecntcerenace 
Reimbursements from other accounts..-_-.......---.--- 18, 470 ee ee 
“Technical development and evaluation, Civil Aero- 
nautics Administration’’: 
re ood Ca recs a inintcdandsdeiadcwucce 733, 128 MN iS ciit enoaed 
Reimbursements from other accounts------..--..----- 14, 849 Wp Pe te eee ee 


“Federal-aid airport program, Federal Airport Act, Civil 
Aeronautics Administration’’ 


iii aint npn nten pin duepsonpeier 107, 334, 560 | 106, 472, 592 111, 930, 000 


NOTE ean from non-Federal sources above are from the proceeds é sale of Personal 
property (40 U. . 481 (c)); from the operation i gone control towers 9 U. 8. C. 452 (a) and (cy 
servicing of iaoiah & foreign governments (49 U. S. C. 1154); and Public Law 647 ceetities (49 U. S.C 


1151). 
Obligations by activities 





Description | 1954 actual | 1955 estimate | 1956 estimate 

Direct Obligations 
5 FR OI ia ois ics cies id eds o pea Siwin $88, 478,181 | $87, 131, 734 $90, 461, 000 
eT eg ttediten nad be Pros Se niin hE. Sie hes ae 13, 823, 753 12, 766, 000 12, 937, 000 
Bi A cinsn rob acusakubiaeecasathaeuieiakeh oeksacernns aes 2, 218, 636 2, 564, 000 2, 752, 000 
ee I ois rtans ctcenencyoncuccdcant 104, 520,570 | 102, 461, 734 106, 150, 000 


Obligations Payable Out of Reimbursements 


Reimbursements from non-Federal sources: 





ea. Ala nel ah be ben eel diepsibsndannes 563, 531 854, 527 765, 627 
Reimbursements from other accounts: 

SE 6 eta deb ienchakasiininwankanasanend 2, 231, 249 3, 113, 606 5, 008, 798 

cn cicadas thine mtighaadicae ae ddan inndgeceieen ete 4, 076 5, 575 5, 575 

NE thrice eestbenaihiebebidianehtninenbadbisonis 15, 134 37, 150 |..... giies-=-- 

Total obligations payable out of reimbursements. ---- 2, 813, 990 4, 010, 858 5, 780, 000 


i Ri 107, 334, 560 | 106,472,592 | 111, 930, 000 
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Obligations by objects 


Object classification 1954 actual 


Summary of Personal Services 


Total number of permanent positions eee chou 
Full-time equivalent of all other positions...................--. 
Average number of all employees 

Number of employees at end of year 


15, 247 


Average salaries and grades: 
General schedule grades: 


1955 estimate | 1956 estimate 


15, 338 

176 
14, 358 
14, 703 





personal service obligations: 
Permanent itions 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates 
Other payments for personal services 


Total personal service obligations 
Direct Obligations 


ez 


Transportation of things 
Communication services 
Pater end rpc 

T and re uction 
Other contractual services 

Services performed by other agencies 

Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
Refunds, awards. and indemnities 


gost no BS 
S 
= 
a 
= 
a 


Fe NY YSN! 
_ —ae 
or Seas Bed: 


- 


Regeegeuse 


& 


104, 810, 894 
290, 324 


’ 


Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
9 Equipment 
Taxes and assessments 


Total obligations payable out of reimbursements 
Total obligations 


Analysis of expenditures 


2, 813, 990 
107, 334, 560 





S 
= 
PAN 


- 


#| 82 | sesheeeensea2 


Be SREuEs 


a wrod 
nN 


8 
B2)8 3 


8 
5 


2, 476, 801 
58, 345 
95, 531 


4, 010, 858 
106, 472, 592 





i 


$77, 543, 818 
694, 577 
395, 850 

6, 118, 645 
20, 976 


847, 614 
1,000 


"92, 618 
106, 441, 101 
291, 101 


106, 150, 000 


~~ 411, 980, 000 


1954 actual | 1955 estimate | 1956 estimate 


Obligations incurred during the year. 
Reimbursements 
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Mr. Preston. The committee will come to order. 


The first order of business this morning will be to hear the CAA 
Administrator, Mr. Fred Lee. 


Without objection, we will insert in the record at this point pages 
208 and 209 of the justifications. 


(The pages referred to are as follows:) 
Civit AERONAUTICS ADMINISTRATION 
OPERATION AND REGULATION 


Summary of requirements 
Apne SOI cage nn Snap tdtin ftw acco edankadagstgie sna tamenedbsbhs eg bkies Beles tet ea. 


Comparative transfer from ‘‘Salaries and expenses, Civil Aeronautics Administration’’_______- $98, 080, 000 
“Establishment of air navigation facilities, Civil Aeronautics “Administration” _........__- 1, 831, 734 
‘Technical development and evaluation, Civil Aeronautics Administration”’._......__._- 700, 000 
‘‘Federal-aid airport program, Federal Airport Act, Civil Aeronautics Administration’... 1, 850, 000 


Supplemental estimate of appropriation for cost of new legislation 


Base for 1956 108, 161, 734 


Net differences, 1956 over 1955: 


Requirements 





Difference, 

By activity pncreges Ct) 

1955 1906 | erenss (~) 
adjusted estimate 

i WI i ibs ois cio dea AS Salen corsnnnmintesaieisia ar 813, 734 |$90, 461, 000 oe = = 
SRO aaa. HER Bs cscdennrnnce nian 2, 782,000 | 12, 937,000 
Pe ici RRA Ria anc nnlilile teh cee ces deaegaisnmeamiaiols 2) 566, 000 2, 752, 000 

OD IN ii iit chdie on cn annnscnneane 103, 161, 734 |106, 150,000 | +2, 988, 266 +2, 988, 266 


Total estimate of appropriation, 1956 
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Mr. Preston. Mr. Lee, if you have a prepared statement we will 
insert it at this point in the record and will ask you to brief your state. 
ment orally. 

GENERAL STATEMENT 


Mr. Ler. Mr. Chairman, I have a prepared statement which I will 
submit for the record, and I would like to make a few remarks regarding 
the functions of the Civil Aeronautics Administration and the high. 
lights which have been included in the statement. 

(The prepared statement referred to is as follows:) 


GENERAL STATEMENT BY Mr. F. B. Lee, ADMINISTRATOR OF CrvIL AERONAUTICS 


This committee has traditionally understood and appreciated the work of the 
Civil Aeronautics Administration. My comments are, therefore, designed to 
treat generally to what and how we do things and, more specifically, our plans for 
meeting responsibilities fixed by statute. 

The CAA is a service agency. The services directly affect people who take an 
active part in aviation, our national defense, and have an effect on the economic 
interest and well-being of people concerned with the use of our air space. The 
primary missions of the CAA are the aviation safety program, operation and main- 
tenance of the Federal airways system, and the development of a national system 
of airports. The work includes: controlling air traffic; developing, installing 
and operating a nationwide system of aids to air navigation and traffic control; 
certifying as to the competency and physical fitness of airmen; effecting reasonable 
standards of safety in the production, operation, and maintenance of aircraft; and 
administering a program for developing airports. 

Aviation is a dynamic factor in our national position of world leadership —al- 
though it is still in its technical adolescence. Even the current extensive utiliza- 
tion of aircraft is overshadowed by its potential and there are apparent a number 
of factors of real significance, namely: , 

(1) Our military aviation is one of our principal deterrents to aggression 

(2) In 1954, the aviation manufacturing industry—civil and military— 
was the leading manufacturing industry in number of employees as, for the 
first time, it moved ahead of the automobile manufacturing industry. 

(3) Effective fast transportation is indispensable to the business and com- 
merce of this country and its economic progress. The continued healthy 
growth in the volume of our aviation and its technical capacities which is 
anticipated, will provide an important tool for expanding our national 
prosperity. Improved commercial air transportation services, personal 
flying, business and agricultural aviation being available on a safe, depend- 
able, low-cost basis is in the public’s interest. 

The increasing trends of these factors is not controllable by the CAA. 

In our national planning, more emphasis is now being placed on airpower than 
ever before. With the technological advancement of military operations. effec- 
tive use of aircraft is the keynote of our national defense system. The CAA is an 
integral part of the effective use of airpower. The Federal airways system pro- 
vides navigation and traffic control services that would have to be duplicated by 
the military if the CAA did not provide such services for 2ll users of our airspace. 
As a matter of policy, the CAA firmly supports the common system concept of 
providing necessary services to users of the airspace. From the standpoint of 
economy in the Federal Government, this is of primary importance as it tends to 
prevent the development of duplicating systems produced at the public’s expense. 

Equally as important as the services that CAA renders to the military is the 
matter of protecting the public by the regulation of air transportation in such 4 
manner as to recognize and preserve the inherent advantages of the highest degree 
of safety in air transportation. ; 

Our work is to provide services and procedures that should result in safety in 
flight and to develop an adequate national system of airports. To meet these 
responsibilities effectively, provision must be made for operating 24 hours a day, 
a nationwide system of aids to air navigation and traffic control. This system 
directly contributes to the safety of the equivalent of one-fifth of our population, 
as our domestic air carriers will provide about 20 billion passenger-miles of service 
in calendar year 1956 and handle about 37 million passengers. This is a 6-percent 
increase in both passenger-miles and number of passengers over the current yeal. 








om ao co ae } wed 


-_— fF Dee 


S&S -ftsr #4 DD & of HD 


— ~~ ~~ fo et et eee 


—_ws ~~ he 


uw 


at oe oo it 


] 





213 


Furthermore, this system of aids, known as the Federal airways, serves all users of 
our airspace, including private, military and commercial aircraft. It is a common- 
use system which, if not available, a counterpart would be required solely for mili- 
tary use in our national defense. 

The safety record of 0,08 fatalities per 100 million passenger-miles achieved by 
the scheduled air carriers in calendar year 1954 is the best ever attained. While 
the accomplishment of this rate is significant, the scale itself is decreasing in 
significance and we are giving attention to evolving a better criterion for indicating 
the effectiveness of our safety work. 

In line with plans outlined to you last year, we have continued to give attention 
to means of effecting economies and holding our request for funds to minimums. 
However, the expansion of industry and the growth of military air services have 
sharply increased. A result of this growth is a serious overloading of the capacity 
of our Federal airways system. his overloading is becoming critical at our 
major air terminals and the routes connecting them, As the congestion of air 
space at certain key terminals reaches major proportions, it is necessary at times 
to restrict the movement of aircraft. This is accomplished by denying the clear- 
ance of substantial aircraft movements destined for metropolitan areas until air 
space is available to permit their safe and orderly approach to terminals. Based 
on our conservative forecast for the volume of air traffic to be handled in fiscal 
year 1956, the presently available equipments and staffing will not be adequate 
to assure safe separation of aircraft and virtually all of the increases requested 
are for the purpose of strengthening the Federal airways system. 

The committee will note that the estimates for 1956 have been developed in a 
pattern having material advantage over that previously used. This has been done 
in order to relate our total requirements to the principal services rendered to the 
public. Adoption of this pattern lends itself to simplifying the review of the esti- 
mates by grouping program activities having common characteristics, The 
amounts reflected compare the estimates with allowances approved for the 
current year adjusted to the proposed appropriation structure. Should the com- 
mittee wish, we have available data which fully reconciles the distribution of the 
required indirect or supporting activities to the agency’s public services, i. e. 
Federal airways, aviation safety and airports. 

In view of all known factors, and while we intend to continue our efforts to 
reduce expenditures, increase efficiency and eliminate any overlapping or dupli- 
cation of effort, it is our considered judgment that for the services rendered, 
increases will be required in fiscal year 1956. There follows a summary table of 
the amounts requested by appropriation headings compared with the prior 2 years. 

Increase (+) 


or 
decrease (—) 


Estimate, 
1956 


REGULAR OPERATING BUDGET 


Operation and regulation 1$107, 739, 000 

Air navigation development 1, 085, 000 

Maintenance and operation of public airports, 
Territory of Alaska 

Maintenance and operation, Washington Na- 
tional Airport 


2$101. 861, 734 | $106, 150,000 | +$4, 288, 266 
1, 050, 000 2, 000, 000 +950, 000 


600, 000 +150, 000 
1, 350, 000 +65, 000 
104, 861, 734 +5, 453, 266 


500, 000 
1, 350, 000 


—E 


110, 674, 000 


750, 000 
1, 415, 000 


Total, regular operating budget- - -- _- 110, 315, 000 


CAPITAL INVESTMENT RUDGET 


Establishment of air navigation facilities 5, 011, 000 


+19, 831, 734 
Grants-in-aid for airports.................-..---]_-..-. sas iba = 000 


fe 


Construction, Washington National Airport. -_- 


Claims, Federal Airport Act 
Land sequisition, ditional, Washington air- 
por 


Total obligation authority 
Add appropriation to liquidate prior year con- 
tract authority 





129, 205, 746 


24, 344, 012 





159, 340, 000 | 


+1865, 000 
—69, 449 


—16, 297 


+10, 180, 988 


+14, 500, 000 


+24, 680, 988 


+30, 134, 254 


! Plus $1,500,000 of previously authorized FAAP project funds authorized for administering the grant 


program. 


? Plus $750,000 of previously authorized FAAP project funds authorized for administering the grant 
Program. Excludes $650,000 in 2d supplemental appropriation bill for employee fringe benefit costs. 
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Our estimates for 1956 provide for an increase of $2,647,000 for Federal airways 
operational requirements. This amount is primarily for the cost of operating new 
facilities and staffing increases required in airport traffic control centers and 
towers, where workload is steadily increasing. "h fiscal year 1954, workload ig 
air route traffic control centers increased 9 percent and airport traffie control 
tower workload increased 6.5 percent. In fiscal years 1955 and 1956, further in. 
creases of at least 8 pereent in centers and 6 percent in towers are expected. The 
total increase for Federal airways amounts to $4,737,000, which is offset by pro- 

ram adjustments which are considered feasible that will result in savings of 
$2,090,000. During the past several months, the Federal airways program has 
undergone a complete review and a number of economies have been placed in 
effect. Further reductions are not considered feasible at this time. Due to re. 
quirements of military and civil aviation, it is necessary to request increases for 
the coming year. 

In the aviation safety program, a continuation of the current level is requested 
plus provision for two special projects. The first project is to evaluate objectively 
the physical standards for airmen. This is becoming more important as the cur. 
rent physical standards for determining fitness of air crew members have been in 
use many years and are of questionable validity. There are associated economic 
factors of significance to air crew members and aviation management groups, 
where considerable investments have been made in experienced personnel and 
their physical fitness becomes of major concern as they advance toward retirement 
age. For this purpose, $100,000 is requested. The second project, estimated to 
cost $40,000, is proposed for the purpose of a concentrated study on the delegation 
or transfer of authority and reponsibility to industry for certain activities perti- 
nent to airmen and aircraft certification, airworthiness, and compliance with safe 
operating practices. Provided any substantial modifications to our current oper- 
ations are developed, and we are looking for economies, they will be reported to 
the Congress in our 1957 budget. 

For services in the airports program, a continuation of the present level is re- 
quested, which will increase the cost by approximaetly $186,000 due to the need 
for full-year employment of persons engaged only part of the current year. 

In the total of our operating areas, the Federal airways system requires most of 
the agency’s funds. These services are provided by a large number of relatively 
small units that make up a national network of air navigation aids. Substantial 
economies in this area unfortunately involve the discontinuance of certain of these 
units. Our planning is designed to continue the basic essential services for 4 
national system, eliminating only a few of the uaits least required. While elimi- 
nation of these facilities will deprive local areas of services that contribute to 
safety in aviation, the units scheduled for discontinuance are less necessary to the 
national system than other units and within the scale of resources requested must 
be discontinued to permit more essential services being rendered. 

For the establishment of air navigation facilities, a program level of $23 million 
is requested. Of this amount $8,307,740 is for air navigation, electronic, and visual 
facilities, including the establishment and improvement of radio ranges and air- 
port lighting facilities; $10,497,000 for air traffic control towers and centers, more 
than half of which is for establishing radar facilities to increase the capacity of the 
Federal airways system; and $4,883,000 for aeronautical communications stations, 
principally the changing of the frequency band of the Alaska fixed communications 
system. The total request amounts to $24 million, of which $1 million would be 
made available through reallocating funds already appropriated. 

The need for Federal assistance in the development of airports has been very 
carefully studied by this administration. The conclusion of this study firmly 
establishes the need and appropriateness of Federal participation in the develop- 
ment of a nationwide system of airports. Virtually all of our major airports are 
deficient in that their facilities are inadequate to accommodate the eurrent and 
growing volume of traffic. A large number of municipalities have funds available 
or matching the Federal grants for airport construction. This request is for 
$11 million to be divided among the several States and Territories. 

In the Territory of Alaska two terminal-type airports are operated at Anehorage 
and Fairbanks and this estimate of $750,000 provides for continuation of the 1955 
level of operation. The apparent increase of $150,000 requested is needed to 
permit the airports to be operated from appropriated funds, rather than diverting 
a portion of the revenues for utility costs. This financing method does not 
increase the Federal Government’s cost of operation and is expected to result in 
a net gain of $40,000 in revenues. 
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Included in this request is $1,415,000 for maintenance and operation of Wash- 
ington National Airport and $525,000 for urgently needed improvements. These 
program levels will permit continuation of, or a slight increase in, the present 
level of services and provide for some much needed improvements, such as addi- 
tional gasoline storage and better handling of passenger baggage. 

The development and research program for the common civil-military air 
navigation and traffic control system is estimated to require $6 million in 1956. 
Of this amount, the Department of Defense is expected to provide $4 million, 
while the Commerce Department share is limited to the $2 million requested. 
The planned program is divided between two fields of development: air naviga- 
tion and traffic control. In the request under this heading, provision is made for 
the total of the program’s administrative needs, which is in accordance with the 
terms of the Air Navigation Development Board charter. Having all administra- 
tive funds provided from this source will result in more effective management of 
the activity. 

The balance of our request is for funds to liquidate contract authority author- 
ized in prior years, which total $14.5 million. Of this amount, $7 million is for the 
EANF program and $7.5 million is for liquidation of obligations under the Federal 
airports program. In the latter category, obligations will be due and payable 
starting about the Ist of July, which will utilize the total amount requested. 
Appropriation of the $14.5 million will place all programs of the CAA on a fully 
financed basis of operation. 


Mr. Preston. You may proceed. 

Mr. Lez. I wish to reemphasize that the Civil Aeronautics Adminis- 
tration does not operate aircraft for the transportation of passengers, 
mail, or cargo; we do not operate aircraft for business or industry or 
agriculture; and we do not operate aircraft for national defense or 
retaliation against any possible aggressor. 


RESPONSIBILITIES OF THE ADMINISTRATION 


However, under the Civil Aeronautics Act of 1938, we do provide 
the facilities and services without which no aircraft could practically 
operate in this country, and by “no aircraft’? I mean both civil and 
military aircraft. 

We also have responsibilities under the act to safeguard the public 
as it is affected by aviation, and we do that by assuring the com- 
petency and physical fitness of civil airmen, the safety of civil air- 
craft, and the safety of civil flight operations. 

In addition to these broad general responsibilities, we have 
responsibilities in the field of airports, both under the Civil Aero- 
nautics Act and the Federal Airport Act. Under the Federal Airport 
Act we are responsible for developing a national plan for airports and 
administering a grant-in-aid program. 

As the committee knows, we have other responsibilities resulting 
from specific legislation. These include the operation of the Washing- 
ton National Airport and the airports at Anchorage and Fairbanks, 
_ and other facilities under the International Aviation Facilities 
Act. 

GROWTH IN AVIATION INDUSTRY 


Since my last appearance before this committee, the aviation 
industry has grown markedly. In 1954 the aviation manufacturing 
industry for the first time was the largest employer in this country, 
exceeding the automobile industry and the iron and steel industry. 

The scheduled air carrier industry has been growing at the rate of 
about 10 percent per year in the number of passengers carried. In 
calendar year 1954 the scheduled air carriers carried 31,762,000 
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passengers, or twice the number carried in 1949. This was an increase 
of over 10 percent over the number carried in 1953. In 1955 we esti- 
mate there will be another 10 percent growth in the scheduled air 
carrier industry. 

In general aviation, which we define as including business, pleasure, 
industrial, and agricultural flying, we have seen a healthy growth after 
a period of recession, and we anticipate there will be a continued 
growth, particularly in the fields of business and industrial flying. 

The safety record achieved by the scheduled air carriers since my 
last appearance before this committee is the best ever attained. 
This trend is also appearing in general aviation. We are looking 
forward to maintaining that record. 

By the start of the coming fiscal year we expect to have the first 
civil turbine transport in United States scheduled service, namely, 
the Vickers Viscount; and since my last appearance we have seen a 
very substantial growth in military jet operations all over this country 
and its possessions. 


FORECAST FOR NEXT FISCAL YEAR 


Going briefly to the forecast for the next fiscal year: 
e expect the aviation manufacturing industry to continue at a 

high level of operation. 

We expect that at least 160 new transports will be placed in service 
by the civil airlines of this country. 

We expect increased emphasis on the adaptation of large military 
aircraft and helicopters to civil uses. 

We expect that in 1956 the civil air carrier industry will carry 
37,500,000 passengers. 

We expect business aircraft to be used for more than 1 billion 
business trip passenger-miles. 


INCREASE IN POSITIONS 


With these increases, at, CAA we have had a moderate increase, 
but a very moderate increase, in our positions. Our estimate for 1956 
positions is only nine-tenths of 1 percent or 132 positions more than 
we were provided in fiscal 1955. That means we are expecting to 
handle a greater workload with a negligible increase in personnel. 

Our considered opinion at the time of the preparation of these 
figures was that there would be an 8-percent increase in workload in 
air route traffic control centers and a 6-percent increase in workload 
in airport traffic control towers. We have no control over this growth, 
and it seems likely that this forecast will be exceeded. 


NEED FOR NEW TRAFFIC CONTROL TECHNIQUES 


Our greatest need is for new traffic control techniques which will 
use less oe per aircraft movement. We need increased use of 
radar and of high-altitude control, because at high altitudes and high 


speeds we have need for control of an entire airspace. We also need 
to increase the low-altitude control of aircraft between airport traffic 
control towers. 
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PROBLEM OF SAFETY 


Our next problem is in safety. We are getting into more complex 
aircraft, and the problem of insuring the safety of these ae 
increasing. 

Lastly, we have the problem of providing adequate airport facilities. 


t is 


ESTIMATES, 1956, AND APPROPRIATIONS, 1955 


Coming to our request for fiscal year 1956, it amounts to 
$159,340,000, of which $14.5 million is for liquidation of contract 
authority. This compares with a 1955 appropriation of $129,205,746, 
to which should be added a pending supplemental of $650,000 for 
employee fringe benefit costs. Reductions in 1956 amount to 
$2,179,000, resulting from such things as combining certain facilities, 
economies in communications stations through improved engineering, 
and, lastly, the discontinuance of certain facilities, including 31 com- 
munications stations which I will explain in my discussion of the 
Federal airways budget. 

Certain other adjustments are being scheduled to make it possible 
to finance a number of costs including within-grade promotions for 
which no provision is made in this request for appropriations. 

With reference to our organization, there have been no major 
changes in our basic organization since we last appeared before this 
committee, and we are planning no major changes in our organization 
at the present time for fiscal year 1956. We have been stressing the 
importance of good management and economy of operations, and in 
that way we have been able to hold closely to our personnel staffing 
of previous years in spite of the increase in the activities which we have 
to handle. 

BUDGET STRUCTURE 


Covering our budget structure, this year we have simplified our 
budget structure so that in the operation and regulation field we have 
three main headings, Federal Airways, Aviation Safety, and Airports, 
which include all of the supporting services. This is in line with the 
Hoover Commission recommendation of concentrating responsibility 
for given functions in one place and more clearly relates our total 
requirements to the functions we perform. 

That, Mr. Chairman, concludes my initial statement. 


CHANGE IN PRESENTATION OF BUDGET REQUIREMENTS 


Mr. Preston. Mr. Lee, in what respect does this budget differ 
from the presentation you made last year, or does it vary materially? 

Mr. Lez. In fiscal year 1955 we presented separately the supporting 
services, services which are necessary for the operation of our main 
operating functions. This year we have brought all the necessary 
services for our operating functions under three separate functions. 

Mr. Preston. There is no material difference in your program? 

Mr. Lez. No. 

Mr. Preston. Just in the manner of presentation? 

Mr. Ler. That is correct. We have data available which we can 
furnish to you or your staff which will show the relationship between 
these figures in our present method of presentation and the previous 
method, but so far as the program is concerned there is no change. 
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Mr. Basnicut. In fact, Mr. Chairman, the data we have to present 
to you will make clear there is no significant change in the program. 

Mr. Preston. We will take it up under the three categories you 
have mentioned, but we will ask a few questions on the general 
statement at this time. 


VOR AND DME EQUIPMENT 


What is your position, Mr. Lee, concerning the funds requested in 
this budget for continuation of installation of VOR and DME 
equipment? 

Mr. Ler. Mr. Chairman, we feel that those funds are necessary. 
The agreement which was mentioned in Mr. Rothschild’s testimony 
eet looks forward to continued operation of the VOR and 

ME as basic elements of the common system for some years to come. 

I have copies of the ACC agreements which I will be glad to furnish 
to the committee, which will show that there is no contemplation of 
the supplanting of VOR or DME in the immediate future. 

Mr. Preston. Do you have a list of the airports where this equip- 
ment would be installed under this 1956 budget? 

Mr. Ler. Yes, Mr. Chairman, we have. 

Mr. Preston. We would like to have that. 

Mr. Ler. Mr. Chairman, the first exhibit I am submitting is the 
program for the establishment of 23 VHF omniranges. 

he second exhibit which I am submitting is a program for the 
establishment of 55 distance-measuring equipments. 

Mr. Preston. It is obvious from a quick look at these two exhibits 
that this equipment is going into the smaller type of airport. Is that 
true? 

Mr. Lez. In certain cases, Mr. Chairman. However, the major 
need for the additional facilities is to take care of increased traffic by 
providing bypass airways in some cases, filling in gaps in existing 
airways in other cases, and providing additional facilities for con- 
one traffic in terminal areas, both for en route aids and for terminal 
aids. 

Mr. Preston. What percentage of them, in your judgment, are for 
en route aids rather than terminal aids? 

Mr. Ler. I would say approximately 90 percent are for en route 
aids. 

I have here a chart which I will describe for the record which shows 
the existing VHF omnirange system. On this chart we have spotted 
the additional omniranges which are programed for fiscal year 1956. 

Mr. Preston. The red dots? 

Mr. Lez. Yes. The DME equipment, which we have included in 
the exhibit submitted to you, is to be associated with omniranges 
which are already in place or which will be included in our 1956 
program. 

You will see by this that there is very complete national coverage 
on most routes. However, in the 1956 program we find we have need 
for additional airway coverage in the Far West and in the Middle 
West where we have gaps at the present time. 

Mr. Bow. Mr. Chairman, will the gentleman yield for clarification? 

Mr. Preston. Mr. Bow. 

Mr. Bow. Do I understand VHF omniranges are VOR? 











Mr. Leg. That is correct. 

Mr. Preston. Both. 

Mr. Lez. Each VOR station is associated with DME. 

Mr. Bow. Your red dots are both VOR and DME? 

Mr. Lex. There are 23 red dots which represent the additional 
VOR’s. The DME in each case is to be associated either with these 
VOR’s or previous VOR’s. 

Mr. Bow. This is actually the VOR installation? 

Mr. Leg. Yes. 

Mr. Preston. Is it not true the important aid to navigation is VOR 
rather than DME, since you say 90 percent is for en route installation 
rather than terminal installation? 

Mr. Ler. The relative importance is hard to state. This consti- 
tutes a navigation system. 

Mr. Preston. But is it not more important for a pilot to know 
where he is than how far he is from a certain point? 

Mr. Ler. He has to know distance and bearing to know where he 
is and the VOR only gives him a line of position. He knows he is on 
that bearing. 

Mr. Preston. The important thing is for him to know if he is on 
the right track, is it not? 

Mr. Les. That is very important. 

Mr. Preston. We have to decide this question of whether we will 
put this new installation in. 

Mr. Yates. Do I understand there is a VOR at each of the points 
on that map? 

Mr. Ler. That is correct. 

Mr. Yates. But there are different types of VOR’s in that there is 
an improved type, or did I misunderstand you? 

Mr. Ler. I think you must have misunderstood me. 

Mr. Yates. There is only one type of VOR? 

Mr. Les. On that map. 

Mr. Yarss. Are there more types? 

Mr. Les. We have high power and low power. They are not dis- 
tinguished here. They are all programed to have DME with them 
eventually. ri 

Mr. Yates. Is there one type of VOR which is more efficient than 
another type of VOR? 

Mr. Ler. No, sir. 


INCREASE IN BUDGET REQUEST 


Mr. Preston. Mr. Lee, I think by way of further preliminary 
comment you might address yourself to the increase that you are 
seeking in this budget and tell us briefly in which areas the increase is 
involved. 

Mr. Les. We have in ‘Federal airways’’ a net increase of $2,647,266 
over 1955. ‘This figure is arrived at by taking a gross increase request 
of $4,736,955, offset by a reduction of $2,089,689. 

I would be glad to go into detail on that, sir, but perhaps I should 
cover the other areas. 





220 


NEW POSITIONS 


Mr. Preston. It is noted from the justifications on page 211 that 
you are seeking a number of new positions. Where do you propose 
to use these new positions? 

Mr. Len. The increase which we are planning in Federal airways, 
the gross base for new positions is as foilows: 

e are planning 148 positions to take care of the increased work. 
load, distributed as follows: In air route traffic control centers, 116: 
in towers and combined tower and station facilities, 15 positions: 
flight inspection, 8 positions; engineering, 9 positions. 

Next we have an increase for new facilities amounting to 332 
positions. 

Mr. Preston. Do you have an exhibit showing where you propose 
to open the new control towers? 


Mr. Basnicut. This [indicating exhibit] is a complete breakdown | 


of all the people and the types of facilities. 

Mr. Preston. It is noted that you have 154 additional personnel 
for airport traffic control towers. Are these people additions to 
existing control towers, or for new control towers? 

Mr. Les. In 1956 we propose financing the operation of five control 
towers we did not have before. These are in Casper, Wyo.; Hutchin- 
son, Kans.; Moline, Ill.; San Angelo, Tex.; and Shreveport, La. 

Mr. Preston. I also observe the figure of plus 244 positions under 
the head of “Combined tower and station.’”’ What is the distinction 
between that and the one previously mentioned, ‘‘Air route traffic 
control centers’’? 

Mr. Ler. These combined facilities are a combination of com- 
munication stations and airport traffic control towers. These facili- 
ties not only provide communication service but provide for the 
safe separation of aircraft in the vicinity of airports. 

The increase here is requested to take care of the increased workload 
resulting from an increase in aircraft movements, new services and a 
transfer of positions from independent towers and stations which 
are being combined. 

In contrast to these, the air-route traffic-control centers provide for 
a separation between aircraft en route as opposed to the terminal area. 
We have, 26 traffic-control centers in this country which direct all the 
en route traffic. 

Mr. Preston. Are they located at airports? 

Mr. Ler. Not necessarily at airports, although many of them are. 
They are not associated with particular airport activities. 

Mr. Preston. They are not a part of the tower at any given airport? 

Mr. Lez. That is correct. 


WORKLOAD INCREASE 


I might say our workload increase can be shown by a chart which | 
have here. In the years from 1948 to 1956 we had a 120 percent 
increase in fix postings registered by our air-route traffic-control 
centers. Fix postings is a term for a report of an aircraft over a given 
geographical point, and accurately reflects our workload. 

Mr. Preston. What percentage of this increase was by private 
aircraft as compared to commercial aircraft? 





s 


ae eee. i cee 





221 


Mr. Lex. The instrument traffic workload, as represented by our 
air-route traffic-control center is divided approximately 36% percent 
military, 56% percent air carrier, and 7 percent other civil. The 
other civil category includes business aircraft, private aircraft, and all 
other similar operations. 

Mr. Preston. Pleasure craft? 

Mr. Leg. Yes. 

Mr. Preston. Do these figures apply to the increase as well as 
the normal workload? 

Mr. Lex. Yes, sir. The ratio between the various types of traffic 
remains essentially constant. I have a chart showing the relationship 
between military and civil use. On the left we have a chart from 1949 
through 1953, and we can see the ratios remain very similar, with the 
military representing about 35 to 37 percent of the total. 
» I would think that the trend as we would see it in the next few 

years would be for a slight increase in the ratio of other civil as 
opposed to scheduled air carrier, due to the fact there are currently 
large sales of twin-engine business aircraft which have the capability 
of flying on instruments. 


TOTAL INCREASE IN PERSONNEL 


Mr. Preston. What is the total increase in personnel you are 
seeking in this budget? 

Mr. Basnieut. The overall figure is 765 positions, 406 man-years, 
for all appropriations. 

Mr. Preston. That distinction has always confused me. Will you 
explain the difference? 

Mr. Ler. We have difficulty in recruiting the individuals that we 
need for our activities. We require a large proportion of engineers 
and other technically trained personnel, and this figure indicates a 
lag in recruiting to fill positions. 

Mr. Preston. Mr. Lee, it is amazing to me that you have been 
able to get through this so-called economy-minded Bureau of the 
Budget a budget of this sort. If all these positions are needed, it is 
obvious you have been operating CAA at a level less than safe for 
the traveling public. Is that true? 

Mr. Ler. I would say we are right up to the limit of the activity 
which we can handle. Actually, we have cases where we have had to 
a limiting the flow of traffic due to the unavailability of per- 
sonnel. 

Mr. Yates. Will the gentleman yield for one question? 

Mr. Preston. Yes. 

Mr. Yates. If you have had enough funds to hire personnel and 
you have found the personnel is not available, why do you want 
additional funds now? 

Mr. Lez. In the engineering fields we have had difficulty in re- 
cruiting. 

Mr. FLoop. The dearth of engineers is not peculiar to you. That is 
a situation that exists generally over the country; is it not? 

Mr. Ler. Yes; it is. 

Mr. Yates. Did you have sufficient funds to hire these people in 
previous appropriations? 
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Mr. Ler. In some fields, yes. In other fields we have had to resort 
to limiting the flow of traffic. 

Mr. Yares. Is the answer to my question ‘‘yes,”’ then? 

Mr. Ler. Yes. 


LIMITATION ON WORKDAY FOR CONTROL MEN 


Mr. Fitoop. Mr. Chairman, I never heard this question raised 
before. Do you have a penalty period beyond which employees 
cannot work? In other words, the railroads have a penalty period 
beyond which employees in such delicate areas as yours cannot work? 
If you do not, you should have. In other words, on a railroad a 
man can only work ‘‘X”’ hours. Do you have a penalty period beyond 
which one of your air-control men or traffic-control men, men dealing 
with safety, cannot work? 

Mr. Les. We limit our overtime to a total of 8 hours over the 40- 
hour week. 

Mr. FLoop. That is not a dangerous situation, then. 

Mr. Ler. We do not like to continue the overtime for too many 
months. 

Mr. Fioop. That is not the point. How many hours in one day 
can a man work regular plus overtime? 

Mr. Lee. He can work 8 hours in 1 day. 

Mr. FLoop. How about overtime? 

Mr. Les. That gives him a 6-day week. 

Mr. FLoop. But a man is not permitted to work 12 or 14 hours at 
a traffic-control center at one stretch? 

Mr. Lez. No. 

Mr. FLoop. How long can he work at one stretch? , 

Mr. Ler. Eight hours. 

Mr. Fioop. That is good; fine. 

Mr. Basnicur. If you will refer to page 219 of the justifications, 
I think it will clear up this matter of positions. 


ADEQUACY OF PROGRAM LEVEL FOR SAFETY 


Mr. Preston. We will refer to it, but before we do let us explore 
this other idea a little bit. 

You are up to the level, you say, where you think the traveling 
public is safeguarded? 

Mr. Ler. Yes, sir. When we exceed that level it results in the 
restriction of traffic. 

Mr. Preston. With all the new positions you seek you will be 
above that level; will you not? 

Mr. Ler. No, sir. 

Mr. Preston. Oh, yes, you will; because you have said you are up to 
that level. You have already said that and you are bound to that 
statement now, that you are up to that level under your existing 
budget. 

Mr. Ler. I was not saying we could handle all the traffic that we are 
faced with. 

Mr. Preston. How much traffic have you had to defer, or how many 
flights have you had to cancel, and that sort of thing? 





223 


Mr. Ler. We exercise flow control on frequent occasions at our 
dense traffic centers. We have had some extremely bad situations. 
There was a time last autumn in New York when the Air Transport 
Association estimated that tens of thousands of passengers were 
delayed as the result of inability to travel. 

Mr. Preston. What did the weather have to do with it? 

Mr. Les. It was bad weather. The restrictions come under IFR 
conditions, but the weather was flyable. 


FEDERAL AIRWAYS 
INCREASE FOR PERSONAL SERVICES 


Mr. Preston. Before we refer to page 219, let us look again at page 
211. 
Dollarwise, you seek an increase of $2,639,412 for Federal airways. 
Mr. Les. Yes. 
COST PER POSITION 


Mr. Preston. And 53 man-years. When you divide 53 man-years 
into the money that you request for personnel it comes out to about 
$27,000 per man-year. How do you justify that figure? 

Mr. Basnicutr. Mr. Chairman, the figure of increase here relates 
not only to the requirements for the positions, but for additional 
services. It includes the communications and all other objects that 
are involved in the Federal Airways System. 

Mr. Preston. You have it all listed under “Personal services.” 
Does that not usually imply people? 

You have other objects down there; do you not? The figure for 
personnel is $1,426,187. When you divide 53 into that, you get 
about $27,000 per man-year. That is the figure that I want ex- 
plained. This does deal with people? 

Mr. Basniaut. Yes; it does. 

Mr. Preston. Not other objects. There are no contractual serv- 
ices; it is simply salaries. 

Mr. Basnicut. That is correct. 

Mr. Preston. Let us have the answer. 

Mr. Basniaut. Sir, the figure of $1,426,000 is a net figure resulting 
from all the adjustments outlined on pages 212 and 213. Each of these 
items involves personal services, and there are a number of substantial 
figures, such as the cost of what we term employee benefits, including 
the payment of overtime, which results from new legislation, Public 
Law 763 and Public Law 737. 

Mr. Preston. Are you talking about fringe benefits? 

Mr. Basniaut. Yes. That figure alone amounts to $578,575 as 
} an increased cost over 1955. 

Mr. Preston. Give me all the factors that go into this figure. 

Mr. Basnicut. There is a figure of $104,495 that is a requirement 
for the pay of employees required to work on a Saturday, which is an 
extra day in the fiscal year 1956 because of leap year. 

There is $827,974, the cost of services in annualizing the 
positions used at new facilities commissioned only part of the fiscal 
year 1955, which is not directly identifiable with the 113 additional 
positions requested here. It is only a matter of paying their salaries 
for a full year. 

61922—55——15 
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Mr. Preston. Did we give you any increase last year? 

Mr. Basnicut. For operating new facilities; ‘yes’. The net ap- 
propriation figure for 1955 is the result of decommissioning a number 
of facilities and adding a number of new facilities during the fiscal year 
1955. If you will recall, each year as new equipments are completed 
and placed in service, we ask for money to operate these equipments 
so as to provide the services for which they are designed. 

Now, the following year we have to ask for dollars to annualize 
their cost since they operate about 6 months as an average during the 
last year. 

Mr. Preston. Do you have any more figures to go into this? 

Mr. Basniaut. No. 

Mr. Preston. How many have you given me now? 

Mr. Basnicut. I gave you 2 figures that amount to $683,000, and | 
cited the figure of $827,974, which is the part-year facilities, or 
annualization. 

Mr. Horan. What do you mean by the word ‘“annualization’’? 

Mr. Preston. That is where they employ people during part of 
the fiscal year 1955 and put them on a 12 months’ basis in 1956. 

Mr. Horan. As differentiated from a fiscal year? 

Mr. Preston. Yes. 

The total of this comes out more than the increase that you show. 

Mr. Basnicut. That is correct, sir, and the reason is we are drop- 
ping out some items such as temporary employment, if you will 
notice on page 212, and we are making certain other reductions that 
affect employment, also outlined on page 212, in terms of temporary 
requirements that will not hereafter be necessary. 


DISCONTINUANCE OF FACILITIES 


Mr. Preston. I notice on page 212 you have minus 215 man-years 
under the heading of discontinuance of facilities. 

Mr. Basnicut. That figure, I believe, is 243 positions, 215.4 man- 
years, and that relates to the 31 communication stations and other 
items that Mr. Lee referred to in his general statement. 

Mr. Preston. Is that your discontinuance? 

Mr. Basniaut. Yes. 

Mr. Preston. You have a list of them? 

Mr. Basnicut. Yes. 

Mr. Preston. Let the committee see it. 

Mr. Ler. I have here an exhibit, Mr. Chairman, which gives all of 
the program adjustments. You will notice attached to this exhibit 
a list of place names of facilities which are to be discontinued. 

In addition to this list I would like to give you the place names of 
the 31 communication stations which it is proposed at the present 
time to discontinue. 

Mr: Preston. Off the record. 

(Discussion off the record.) 

Mr. Fioop. In adopting this military suggestion, you are dealing 
with the basic system, and that is going to bring about a revolutionary 
change, is it not? 

Mr. Ler. Mr. Flood, when the TACAN system is developed and 
ready for installation as a common system aid, we will of course have 
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another major change. We are now in the process of changing from 
the old low-frequency-range system to the VOR system. 

Mr. Fioop. I know exactly what you are doing. I know what you 
are going to do on TACAN. All of these steps necessitate changes 
in the physical structure and the mechanical structure because they 
are safety changes; they are improvements, they are developments 
commensurate with the advance in aviation and control in aviation. 
This is basic and it is the organic buildup for the general welfare, is 
that not so? 

Mr. Ler. That is so. 

Mr. Fioop. This is no stunt. 

Mr. Ler. That is right. 

Mr. Yates. The signal that goes out of Richmond Hill is attrib- 
utable to the installation of equipment somewhere else along the 
route? 

Mr. Ler. That is correct. 

Mr. Yares. Is the installation of substitute equipment for the 
beacon at Richmond Hill already installed, or is it dependent upon 
approval of this budget as well? 

Mr. Ler. That is an area where we already have some VOR air- 
ways and the equipment is already in. 

Mr. Yares. It is already in and not dependent upon this budget? 
Is that answer true also with respect to the other changes proposed 
on these lists? 

Mr. Leg. Yes. 

Mr. Yates. So if this committee decided within its wisdom, or lack 
of wisdom, that you should not get your DME, the discontinuance of 
some of these signals will not be affected by that decision. There 
will not be any loss in safety, or any loss in direction by those using 
the airways? 

Mr. Les. These facilities which we are planning on discontinuing 
are not dependent upon the newest appropriations as they are not 
included in our overall budget here. As far as the problem of safety 
is concerned, naturally there is some safety involved with regard to 
these facilities. 

The communication stations scheduled to close do provide com- 
munications at low altitudes to pilots. They do provide advisory 
information to pilots on weather services and on emergency situations 
which arise, and they also provide a flight-tracking service. 

Now, the communication stations which we have proposed for 
discontinuance, are the ones which are not required for instrument 
flight but which do contribute to operating visual flights—— 

Mr. Yates. You feel that you no longer need these particular 
places that are being discontinued and that discontinuance is not 
dependent upon the action of this committee on this budget other than 
for funds for taking them out; is that correct? 

Mr. Ler. That is correct. We do feel these facilities perform a 
function, but considering the overall balanced program, these are the 
lowest priority facilities we have. 

Mr. Firoop. And you mean this also—that mere dollars are not 
going to provide or guarantee 100 percent safety any more than mere 
dollars are going to guarantee 100 percent national defense? 

Mr. Ler. That is right. 
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Mr. FLoop. You need more than dollars. You need advancements 
and quality in equipment and service. You need both, do you not? 

Mr. Ler. Yes. 

Mr. Fioop. Is that what you are doing? 

Mr. Lee. Yes. 

Mr. Preston, I think that we ought to have the exact amount that 

ou are requesting for the establishment of VOR, and also DME, 
That is not under this heading, is it? 

Mr. Basnicut. No. That would come under the heading estab- 
lishment of air navigation facilities. 

Mr. Preston. Then we will wait until we come to that. 

Do you have any other exhibits that you wish to offer in support 
of your request under the heading “Operation and regulation’’? 

Mr. Basnicur. We have an exhibit we usually furnish the commit- 
tee to break down the total personnel requirements, how many people 
are needed in the Federal airways program, and we would be glad to 
furnish that to the committee. 

Mr. Preston. Do you have a further exhibit in connection with 
the discontinuance of communication stations? 

Mr. Ler. I do not have an exhibit prepared. We have just pre- 
pared a list which I can furnish to the committee, or I can read this 
into the record. 

Mr. Preston. How long is it, Mr. Lee? 

Mr. Ler. It involves 31 places. 

Mr. Preston. Let me see the list. 

The list that you have handed me includes 31 stations. These sta- 
tions involve personnel, do they not? 

Mr. Ler. Yes. Each one has a complement of either 5 or 6 people. 


INCREASES AND DECREASES ESTIMATED FOR 1956 


Mr. Preston. You mentioned a moment ago, Mr. Basnight, the 
chart on page 219. Do you want to comment on that? 

Mr. Ler. The chart on page 219 gives a breakdown of our estimate. 
You will see the decrease of $2,089,689 to which I previously referred, 
resulting from the combining of certain facilities, and the discontinv- 
ance of other facilities and the change in our status. 

It also outlines the increases which we are requesting totaling on 4 
gross basis $4,736,955. 

These increases are comprised of a total of $604,684 for the increased 
workload; a total of $1,806,044 for annualization; a total of $1,622,890 
for the operation of new facilities; a total of $142,453 for air traffic con- 
trol services previously performed for the military on a reimbursable 
basis; a total of $195,627 for inbound and departure radar control; 
$142,500 for interphone and teletypewriter communication services; 
$169,757 for increased rental of operating space, and $53,000 for re. 
placement of 39 automobiles. 

The net increase is $2,647,266, which represents the difference be- 
tween the program adjustments downward and the gross increases 
which J have just outlined. 

Mr. Preston. What is the comparable figure for the fiscal year 
1955? 

Mr. Basnicut. The comparable figure, $87,813,734, which compares 
to $90,461,000. 
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Mr. Tuomas. A difference of 149 employees, 12,120 against 12,269 
for 1956. Yet your overall employment is 14,400. They have 2,400 
employees doing odds and ends, paperwork. 

Mr. Leg. Mr. Thomas, this is strictly related to the Federal air- 
ways function and we have testimony to offer on our aviation safety 
function and our airport functions, which involve the other employees. 

Mr. Preston. You actually have this in three categories now in- 
stead of the old system of a number of categories? 

Mr. Ler. Yes. I might say this increase is based on forecasts of 
future aviation activities which we have to handle. Our forecast is 
for an 8-percent increase in 1956 over our 1955 workload. This fore- 
cast is being exceeded in actual practice by the trend we have noticed 
so far in the fiscal year 1955 for towers and centers. 

Mr. Tuomas. This program here is the backbone of your activities. 
The operation and maintenance of the Washington Airport and your 
airports outside the continental United States are over and above 
this, but this is the backbone of it. 

Mr. Ler. This represents approximately 85 percent of our total 
appropriation. However, the other activities, I feel, are just as 
essen tial. 

Mr. Tuomas. How many people do you have employed in mainte- 
nance and operation for 85 airplanes? 

Mr. Basniacut. I can give you the exact figure in a few minutes. 

Mr. Leg. I would like to cite in addition to the traffic control and 
navigation testimony that I have given so far is the fact that the 
Federal airways organization works with the Air Defense Command 
and is an essential part of our defense setup. We identify all friendly 
aircraft flying through the air defense identification zones which 
extend around this country and on the west coast within the country. 
Also, identification extends around restricted areas such as Los 
Alamos and Oak Ridge and Hanford. We require all aircraft to file 
flight plans going through those zones and we provide the continental 
air defense with information as to all identities. 


DISCUSSION OF BUDGET STRUCTURE FOR CAA 


Mr. Tuomas. Let us go back a little to get a chronological under- 
standing of the budget. It is in bad shape to me. I think I have 
seen enough of them. What you have done here in your present 
budget is you have followed the recommendations of the Bureau of 
the Budget and perhaps the Reorganization Act of Congress of 1946, 
and you are coming up with a business type budget. So what your 
budget amounts to for this year is a lump sum appropriation in which 
you can take your whole $159 million and spend it as you see fit, 
with the exception of two or three separate paragraphs dealing with 
liquidation and other things, but virtually it amounts to that. 

This type of budget is for the use and benefit of the agency and the 
General Accounting Office. It certainly is not for the benefit and 
use of the Congress and the taxpayers, because under this budget the 
Congress loses control over the expenditure of the $159 million, that 
is neatly wrapped up in here. 

Of course, in the language of the bil] it says for the necessary 
expenses of the Civil Aeronautics Administration in carrying out the 
provisions of the CAA Act of 1938, as amended, and other acts incident 
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to the enforcement of safety regulations, maintenance, and operation 
of air navigation and air traffic control facilities—that is your big 
operation—and the disposal of surplus aircraft, administering instru- 
ments of disposal, planning, research, administrative expenses for 
carrying out the provisions of the Federal Airport Act of 1946 as 
amended; in other words, it is a]l wrapped up right in here and it is a 
lump-sum appropriation. 

You can do with this $159 million as you see fit. I wonder if in the 
future you could come up with a chart that would mean something 
and which would be worth something to us. Take your chart here on 
page 201. You have a chart there that means something. 

Mr. Basnicut. We have with us tables which distribute the funds. 


NUMBER OF PERSONNEL UNDER VARIOUS PROGRAMS 


Mr. Tuomas. That does not do the committee any good unless it 
is in the chart. Why not from now on out break the chart out into 
divisions and units in that division with the grade and salary of the 
employees? Set the employees out individually from grade 12 on up, 
by numbers and amounts and below 12 just give the number. You 
could go one step further and this would be very helpful—break that 
down into your field units. 

Out of your 14,400 employees, how many are in the field? How 
are they distributed? How many are in the District of Columbia and 
how many are out in the field? How many field installations do you 
have and how are they broken down? 

Mr. Ler. We can furnish that. 

Mr. Tuomas. What do these employees do? <A good chart will tell 
everything. 

Mr. Ler. Approximately 13,000 people are in the field. 

Mr. Tuomas. And at least 1,400 are in the District of Columbia. 

Mr. Ler. Slightly less than that. 

Mr. Tuomas. How many regional offices do you have? 

Mr. Ler. Six regional offices and one international. The six are 
located in New York, Fort Worth, Kansas City, Los Angeles, Anchor- 
age, Alaska, and Honolulu. 

Mr. Tuomas. That chart ought to be broken down to show your 
field offices by divisions and then by units. We could then see exactly 
what you have and what you are doing. Otherwise we cannot. It 
would be revealing to your own organization to have the chart. 

Then there is this operation chart here on page 219. What does 
that cover? Operation and regulations is what it says. That is 
the backbone of your activity; is it not? 

Mr. Ler. Of the Federal airways system. 

Mr. Tuomas. What do you have left over and above this? Detail 
it right here. 

Mr. Ler. Besides this we have the aviation safety program which 
involves an estimate of $12,937,000 for 1956. 

Mr. Tuomas. How many employees? 

Mr. Ler. The average number of employees for 1956, 1,651. 

Mr. Tuomas. That gives you 800 more. Where are they going to 
be located? 

Mr. Lex. The large percentage of the safety employees are located 
in the field and district offices. 





229 


Lastly, we have an Office of Airports, which includes the adminis- 
tration of the Federal Airport Act. 

Mr. Tuomas. And how many employees? 

Mr. Lex. 399 average employment in the fiscal year 1956. 

Mr. Tuomas. In round figures, 400? 

Mr. Leg. Yes. 

Mr. Tuomas. Where are your other 400? 

Mr. Basnicut. They are employees at the Washington National 
Airport and the Alaskan airports, at Fairbanks and Anchorage. 

Mr. Tuomas. That is in the federally owned airport system? 

Mr. Basnicut. Yes. 

Mr. Tuomas. That is another 400. Does that cover them all? 

Mr. Basnicut. Essentially, yes. 

We could tell you here, sir, the exact employment by the field and 
the Washington headquarters. I would like to explain to you, sir, 
that the appropriation we had last year for salaries and expenses 
included much of what we are now categorizing as operation and 
regulation. There is the loss of one appropriation heading here, the 
technical development and evaluation function. 

Mr. THomas. Where are they located? 

Mr. Basnieut. In the Federal airways, aviation safety and airports, 
since they jointly support each of these three functions. 

Mr. Tuomas. How do you distribute these 14,400 employees? 
What do they do? That is the thing that the committee is interested 
in, and I do not see how anyone can answer that question by looking 
over the budget unless we want to spend a couple of months on it. 

Mr. Basnicut. We would like to leave the committee with all the 
information that would be helpful. Our big problem is that most of 
out work is located at smalJl units spread across the entire country and 
in Alaska and in the Pacific islands. , 

Mr. THomas. How many employees do you have in the Fort Worth 
regional office? 

Mr. Basnieut. It would be in the neighborhood of 110, under 
“Federal airways,” or a total of 410 under all headings. 

Mr. Tuomas. How many do you have in the New York and Chicago 
offices? 

Mr. Basnicut. We do not have a regional office in Chicago any 
more. We have approximately 330 under all headings, I would say, 
in New York, in that regional office. We have approximately the 
same number at Kansas City, and at Los Angeles. The great bulk 
of all our people are stationed at small towns and major air hubs 
throughout the country. We station from 6 to 30 men per unit. 
They are working directly at the roots where aviation is taking place. 
We have cut down our employment in headquarters over the last 3 
years by 27 percent, both at Washington and in the regions. At the 
same time we have reduced the field staff only 6 percent. 

Mr. Tuomas, Is that information in your justifications? 

Mr. Basnicut. We have it in data we would like to present to you. 

Mr. Tuomas. Is it in your justifications? 

Mr. Basnicut. Not that background, the justifications cover only 
this request. 

Mr. Preston. I would like to call the committee’s attention to 
page 204. That will show you the breakdown of the way they are 
approaching it. You will notice under operation and regulation 
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there are three categories. We have been dealing with the Federal 
airways, and in just a moment, as soon as we pass the questioning, 
we will go to aviation safety and the office of airports. The grants- 
in-aid come under “C.” 


COST OF OPERATING AIRPLANES 


Mr. Tuomas. What did it cost you to operate your 85 airplanes? 

Mr. Basnicut. The 85 airplanes which are used primarily for 
checking the accuracy of the Federal airways facilities and the direct 
flight costs amount to $1,179,000 for the 1956 estimate. 

Mr. Tuomas. How do you break that down? How do you secure 
the planes, in the first place—from the Army? 

Mr. Basnicut. Yes. They are surplus military equipment. 

To break down the amount, we have allocated $480,000 to flight 
checking of navigation facilities; $420,000 to the establishment and 
inspection of flight operating minimums and proficiency flying by 
aviation safety agents—that is a matter of flying the route to see what 
the procedure should be and establishing safety practices for the users 
of the airways; and $278,000 for support of outlying facilities in 
Alaska and the Pacific areas and a small amount for administrative 
transportation. 

Mr. Tuomas. What is your personnel cost and what is your main- 
tenance and operation cost? How do you allocate that? 

Mr. Basnicut. Yes. The total cost of personnel, including the 
mechanics and the people that fly the planes, $961,000. 

Mr. Tuomas. How many personnel? 

Mr. Basnicut. 185 people. 

The next item of cost is $1,077,000 which covers contractual services, 
rental of hangars, the purchase of gasoline, oil and supply parts. 

Mr. Tuomas. Where are these planes based? 

Mr. Ler. They are based, except the five that are based here in 
Washington, they are based in the field, as near the facilities, near the 
operating units, as possible. We have a requirement for special 
equipment on the airplane, for checking of our facilities, and they are 
based near the areas that they will check. 

We have a total of 9 aircraft assigned to the first region; another 
10 to the second region; 8 to the third region; 10 to the fourth region, 
11 to the fifth region, in Alaska. And some of those are used for the 
support of our outlying stations. Two to region 6 and 4 to the in- 
ternational region and 12 are used at the aeronautical center in 
Oklahoma City for training purposes, and 5 are based in Washington. 

Mr. Tuomas. Training who? 

Mr. Ler. Our own personnel, both airways and safety personnel. 

Mr. Tuomas. They are trained to operate planes or what? 

Mr. Basnicur. Training would be for checking of airplane pro- 
cedure, procedures used in flying, to make sure that the people who 
fly the planes are competent. That is the training in that center. 

Mr. Ler. To complete the total number, Mr. Thomas, we have four 
assigned to our Technical Development and Evaluation Center at 
Indianapolis. In the total list of 85, we have 10 in mothballs which 
are not in use at the present time. They are obsolescent aircraft 
which we use in many cases for spares. 

Mr. Preston. Mr. Yates? 
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COMPARISON OF DEPARTMENTAL, BUDGET BUREAU, AND CONGRESSIONAL 
BUDGET SUBMISSION 


Mr. Yates. Mr. Lee, how much money did you ask the Secretary of 
Commerce for in your overall budget? 

Mr. Lee. For operation and regulation, we requested $113,032,000. 
Of course, there are other estimates in the total appropriation request. 

Mr. Yates. This goes to the over all budget, what you asked the 
Secretary of Commerce for? 

Mr. Lee. Yes. The total appropriation request was $200,569 ,000. 
Including the figure which I gave you. Would you like a breakdown 
of that? 

Mr. Yates. Yes. 

Mr. Lee. In addition to the first figure I gave you for operation and 
regulation, we requested $26,500,000 for the establishment of air 
navigation facilities; $41,500,000 for grants-in-aid for airports 

Mr. Preston. $41,500,060? 

Mr. Len. Yes. $2,175,000 for air navigation development; 
$7,500,000 for liquidation of contract authorization in the Federal 
Aid Airport program ; $7 million for liquidation of contract authoriza- 
tion under the heading ‘Establishment of Air Navigation Facilities”’; 
$1,400,000 for maintenance and operation, Washington National 
Airport; $727,000 for construction, Washington National Airport; 
$735,000 for maintenance and operation of public airports, Territory 
of Alaska. 

Mr. Yarus. For a total of how much? 

Mr. Ler. The sum total is $200,569,000. 

Mr. Yates. How much of that were you allowed by the Secretary 
of Commerce? 

Mr. Len. The total? 

Mr. Yarss. I want the total. And the next question I was going 
to ask was how much was allowed, and the comparable figures for the 
items which you have given me. 

Mr. Lez. The total forwarded by the Secretary of Commerce to 
the Bureau of the Budget for operation and regulation was 
$108,800,000. 

For the establishment of air navigation facilities, $26,500,000. For 
grants-in-aid for airports, $31 million. 

Mr. Tuomas. $21 million; was it not? 

Mr. Les. $31 million; this was the submission to the Bureau of 
the Budget. 

Mr. Tuomas. I see. 

Mr. Les. For air navigation development, $2,175,000. 

The liquidation cash for both the Federal-aid airport program and 
the establishment of air navigation facilities, was the same. 

For maintenance and operation, Washington National Airport, 
$1,370,000. For construction, Washington National Airport, $665,000. 
And the amount for maintenance and operation of public airports, 
Territory of Alaska, is the same. 

Mr. Yatrs. Now, will you complete that statement by telling us 
how much you were allowed by the Bureau of the Budget? 

Mr. Leg. Yes. 

Mr. Yarss. Is there any particular sheet in the justification to 
which I can refer for that information? 
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Mr. Ler. No. 

Mr. Tuomas. Yes, it is in the justification. 

Mr. Yarrs. What page is that? 

Mr. Tuomas. Page 1207. 

Mr. Yares. Then we can put those figures in as being comparable? 

Mr. Len. Yes. 

Would you like me to read them into the record, so that it will 
complete the comparison? 

r. Yares. Yes. 

Mr. Les. The total submitted to the Congress for operation and 
regulation, $106,150,000. For establishment of air navigation 
facilities, $23 million. For grants in aid for airports, $11 million. 
For air navigation development, $2 million. For liquidating cash for 
both the airport program and establishment of air navigation facilities, 
there was no change. For maintenance and operation, Washington 
National Airport, $1,415,000. For construction, Washington Na- 
tional Airport, $525, 000. For maintenance and operation of public 
airports, erritory of Alaska, $750,000. 

I would like to point out that between the time of the submission 
to the Bureau of the Budget and the submission to the Congress, there 
was passed the act which provides for fringe benefits and the first two 
sets of figures that I gave you do not include the fringe benefit costs. 
In the case of increases, the final set of figures you can assume that 
they include the fringe benefits. 

Mr. Tuomas. $575,000. 

Mr. Preston. Mr. Yates, will you yield? 

Mr. Yates. Yes. 

Mr. Preston. Would you like to have this statement in the record? 

Mr. Yares. I think we should have it in the record. 

(The statement referred to follows:) 


Comparison of Departmental, Bureau of the Budget, and congressional sub- 
missions—fiscal year 1956—direct appropriation only 


Depart- | Bureau of (Congressional 
Appropriation | mental | the Budget | submission 
submission submission 


Operation and regulation: 
| 
| 





I isin cininwningn cans saaaenengpeddehsanbamin aie | $95,781,000 | $93,119,000 | $90, 461, 000 
a he de eh ek Selidbndegioasedhha eu | 13,736,000 | 12,881,000 12, 937, 000 
Peon de hbkede ester dheakbbeseds Kenidval- Jtbhseec 3, 515, 000 | 2, 800, 000 2, 752, 000 
Total, operation and regulation... _...._......---------- | 113,032,000 | 108,800,000 | 106, 150, 000 
Establishment of air navigation facilities___...............---- | 26,500,000 | 26, 500,000 | 23, 000, 000 
CORRIRE IE BOP GI sis hic a5 kins < onic chk ctncveccceneenne 41, 500, 000 31, 000, 000 11, 000, 000 
A Se merrentian CaO ok conn a ie bb a bce nce n set obe | 2, 175, 000 2, 175, 000 | 2, 000, 000 
Federal-aid airport program, Federal Airport Act (liquidation | 
of contract authorization)___........__....--.....-..-----.-- | 7,500,000 | 7, 500, 000 | 7, 500, 000 
Establishment of air navigation facilities, (liquidation of | 
contract authorization) ..........-..----..------------------ 7,000,000 | 7, 000. 000 | 7, 000, 000 
Maintenance and operation, Washington National Airport... 1, 400, 000 | 1, 370, 000 | 1, 415, 000 
Construction, Washington National Airport-_---__--.....---. 727, 000 665, | 525, 000 
Maintenance and ee of public airports, Territory of | 
SE hive ch nthe ddd n dbase beblobipadide habbit -éhodidnit 735, 000 735, 000 | 750, 000 


Total appropriation yeauest ie diehnailaieeneeinndiaimisaiom eal 200, 569, 000 | 185, 745, 000 159, 340, 000 
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Mr. Basniaut. The $575,000, Mr. Thomas, is approximately the 
increased cost of fringe benefits in Federal airways and these costs also 
apply to some other items. 

i. Tuomas. Yes; about 85 percent? 
Mr. Basnieut. It would be in terms of the increase; yes. 


ADDITIONAL PERSONNEL REQUESTED 


Mr. Yates. In response to an earlier question by me, Mr. Lee, you 
stated that you felt the need of additional engineers, something like 
700 additional engineers; is that correct? 

Mr. Basniaut. I do not believe we cited that figure. 

Mr. Yates. Where were the 700 additional employees mentioned? 
Was it 700? 

Mr. Basnicut. 765 additional positions. 

Mr. Yates. Positions? 

Mr. Basniaut. Yes. 

Mr. Yates. Is that just the same as the number of employees? 

Mr. Basnicut. No; not exactly. 

Mr. Yates. How many employees do you want? 

Mr. Basnieut. The funds asked would allow 406 additional 
employees, in terms of man-years, as compared to 765 positions 
requested. 

Mr. Yates. Are these engineers? 

Mr. Basnicur. No. 

Mr. Lex. There are only nine additional engineers set out in this, 
I had mentioned engineers in developing this. 

Mr. Yates. Yes, I had gained the impression that most of these 
would be engineer positions. 

Where are most of these positions desired? 

Mr. Ler. Most of them in the airways traffic-control centers, and 
towers to take care of the additional workload. 

And secondly, in the new year, to operate additional facilities, 
either where they are being operated the entire year, or will be com- 
missioned in the fiscal year 1956. 

Mr. Yates. Is there a chart showing the allocation of positions in 
the budget? 

Mr. Basnieur. Yes. 

Mr. Yatges. What page is that? 

Mr. Basnigut. There are several pages. The major increases are 
outlined on pages 212 and 213, which indicates that 86 of the man- 
year increases are airways traffic-control centers, 11 at towers, and 6 
for flight inspection, and 6.8 engineer workload. 

We have some additional figures i in there, Mr. Yates. 

Mr. Lex. 206.3 man-years allowed at new facilities. 

Mr. Yates. Wait aminute. I got a figure of 406, and I would like 
to ask you to stick to that rather than man-years. 

Mr. Ler. All right. 

Mr. Yares. I understand that better than I do the man-years. 

Mr. Ler. On positions we ask 148 positions alloéated to increased 
workload. Of these, 116 are for airways traffic-control centers; 15 
for airport traffic-control towers or combined fac ilities; 8 for flight 
inspection of facilities, and 9 for engineering workload related with 
the establishment program. 
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In addition we have 332 positions required for the operation of new 
facilities; 22 for air traffic-control services at 4 airports, and 44 posi- 
tions for inbound and departure radar control. 

Mr. Yates. You say new facilities. Do you mean you are setting 
up some new locations? 

Mr. Leg. Yes. 

Mr. Yates. Can you give mé an example of what you mean by 
additional new facilities? 

Mr. Lex. For example, in towers, maintenance positions for new 
radar. 

Mr. Yates. All right. You received authority from the Bureau 
of the Budget for hiring of 406 additional employees; is that correct? 

Mr. Ler. Yes. 

Mr. Yates. How many employees were in the request that you 
made to the Secretary of Commerce? 

Mr. Basnicur. I do not believe we have that figure with us. 

Mr. Yates. Do you remember approximately; was it more than 
406? 

Mr. Basnicut. Substantially more. 

Mr. Yates. Was it twice as many? 

Mr. Basnicur. Approximately twice as many. 

Mr. Yares. Can you supply a figure showing a breakdown of that? 
The reason I ask that question, and the question I am going to ask, 
was whether or not, the preliminary question was, whether or not as 
a result of the cut m the number of employees in the appropriation 
that has been made since it was submitted by the Secretary of Com- 
merce, whether or not, in your judgment, you can still operate the 
Civil Aeronautics Administration in accordance with the requirements 
set forth by Congress in the act? 

Mr. Ler. We will, Mr. Yates, be able to operate the Federal airways 
system. There will be some decrease in service in certain parts of the 
system. The appropriation which we are requesting here will provide 
for handling of the great bulk of the traffic which we have in this 
country and the majority of the navigation and communications 
facilities which are required. 

Mr. Yates. Why, then, did you ask for more? Presumably the 
amount you requested was what you thought was necessary in order 
to operate the system effectivly and safely; is that correct? 

Mr. Ler. Yes. Our original estimate submitted since then did not 
include the discontinuance of the communications stations which we 
have referred to earlier. 

Mr. Yates. Did not include the discontinuance of those stations? 

Mr. Ler. Yes, that is correct. 

Mr. Yates. Do you believe they should be continued, as the 
administrator of the program? 

Mr. Ler. We feel that they do contribute to the safety of the 
flight under VFR conditions. However, we determine priorities for 
facilities and these would be below some others. 

Mr. Yates. I am sorry, I did not understand that. 

Mr. Ler. In determining priority between facilities we decided 
that would be below the others which we have included in the program. 

Mr. Yates. The term “priorities’’ I assume always is relative and 
I assume that the term “safety”’’ is also relative. 

Mr. Lee. Yes. 
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Mr. Yates. Can there be such a thing as priority in determination 
of safety? Why should not they all be placed in effect? I know the 
Under Secretary of Commerce and the Secretary stated on the first 
day that he was recommending the installation of the DME, because 
he wanted flying to be safe. I remember that statement very well. 
Presumably, if there were a question of priorities, he would not have 
made such a statement. Now, you say because of priorities you 
think the amount required should be limited. Do you think you should 
have additional funds in order to have the complete facilities? 

Mr. Leer. I would like to discuss what we consider is the absolute 
essential. 

Mr. Yates. All right. 


REQUIREMENTS FOR COMPLETE ALL-WEATHER AIRWAYS SYSTEM 


Mr. Ler. We feel it is absolutely essential that we provide com- 
plete facilities all over the country for instrument flying to assure 
navigation and traffic control; that is, we want to have an all-weather 
airways system. You ¢ ‘annot have gaps in that system; you have 
got to have a complete thing. Now, we have recommended here as 
top priority the elements of that system which we feel are required to 
handle the increased IFR traffic. Now, the growth is fantastic, as 
we have described it. 

Mr. Yates. May I interrupt to ask you whether or not you hare 
everything in this budget which you think will accomplish that puv- 
pose? Or whether or not there were some reductions which will not 
permit that purpose to be effectuated? 

Mr. Leg. Yes. 

Mr. Yates. You feel you have asked for enough funds to do 
that job? 

Mr. Ler. Yes. We are asking for enough funds to do it, based 
upon our original estimate of the growth of the industry. I may say 
now that our estimates were low and we have seen in the last few 
months an increased trend, so we may find ourselves faced with a 
much larger job, both in our end of it and in the growth of the indus- 
try, than we had expected. 

Mr. Yates. You prepared the estimates, I presume, last Sep- 
tember? 

Mr. Basniaut. We started in July. 

Mr. Yates. In July. And you have had an increase in traffic to 
the point where these estimates are now somewhat obsolete; is that 
correct? 

Mr. Ler. Yes. 

Mr. Yares. Well, what should the amount be; how much more 
money should be allowed, in order to complete the system? I know, 
as One member of the committee, I would want to know that I was 
appropriating enough money to keep the airways system operating 
efficiently and in a safe manner. 

Mr. Leg. Yes. 

Mr. Yates. Now, is the amount you have submitted sufficient for 
that purpose, as you see the needs of the system at this time? 

Mr. Ler. Yes, I would say they are sufficient for the needs of the 
system at this time. 

Mr. Yates. As of today, you mean, or for the fiscal year 1956? 
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Mr. Ler. As of today and for a period to come. However, if the 
growth continues, we may have to come back and see you again to 
take care of the additional growth. 

Mr. Yates. Do you anticipate that will happen? 

Mr. Les. I am not sure at the present time, Mr. Yates. 

Mr. Yares. Have you been able to hire out-people that you were 
authorized to hire under the 1955 budget? 

Mr. Ler. Yes. 

Mr. Yates. Are you recruiting again? 

Mr. Ler. Yes, we are. We have had delays in the program which 
I think we will meet. 

Mr. Yates. Have you enough funds to hire the necessary en- 
gineers to continue for the fiscal year 1955? 

Mr. Ler. Yes. I might add that we, like other departments of 
the Government, are losing skilled people to the military. They have 
requirements for our skilled personnel, such as electronic technicians 
and electronic engineers and civil engineers, too. 

Mr. Yates. Were any of the accidents which occurred last year 
attributable in any respect to inadequacy of appropriation for the 
installation of facilities by the Civil Aeronautics Administration? 

Mr. Ler. No. 

Mr. Yates. I remember one accident which occurred when an 
Italian pilot crashed into the signal system in New York—was it the 
International—airport? 

Mr. Ler. It was the International Airport. 

Mr. Yates. Yes. Was this a human failure or was it one of the 
aspects of the airways system? 

Mr. Lez. We have not received a final accident report, Mr. Yates. 
But actually he was warned to pull up and go around prior to the actual 
crash. The radar operator saw him below the glide path and told him 
to get on out of there and apparently he did not. 

Mr. Yates. Is that the same type of equipment we have at the 
Washington Airport that goes down into the river? 

Mr. Ler. Yes. 

Mr. Yates. That is the stepped-up construction—I do not know 
what you call it. 

Mr. Ler. It is called the slope-line approach. 

Mr. Yares. Is that the same system? 

Mr. Len. Yes. 

Mr. Yates. A pilot told me this system was hazardous by compar- 
ison with some of the other systems. Do you have an opinion on that? 

Mr. Len. It was established as the result of a mutual agreement 
between the various services as being a standard. Now, since that 
time, there has been developed a new standard as a result of further 
experience. We are requesting funds in our establishment estimate 
here for the coming year for modification of the existing system. 

Mr. Yates. But his statement was that one of the airports has a 
system that looks like a row of flame, that permits the pilot to come 
in and to make a landing on a much safer basis. What is that system? 

Mr. Ler. You are talking about the Newark Airport? 

Mr. Yates. Yes, that isit. Is that a safer type of equipment than 
the one we have here? 

Mr. Lee. I would not say it was much safer. Actually it is the 
standard we are going to, which has only a single row of approach 
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lights like this {indicating}, where there is no possibility of confusing 
the two rows. 

Mr. Yates. As there is in Washington? 

Mr. Lex. There might be, yes. 

Mr. Yates. Have you had any complaints? 

Mr. Les. Not very many. 

Mr. Yates. Has the Pilot Association complained about it? 


INSTALLATION OF CENTRAL SYSTEMS AT AIRPORTS 


Mr. Lez. They have recently, yes; with the development of the 
new standards which we have; we are going to the central-line system. 

Mr. Yatses. At the Washington Airport? 

Mr. Ler. At the Washington Airport and on the New York Inter- 
national. In fact, at the New York International, we had most of 
the left-hand side burned out, and as a result of that accident, we 
were allowed by the Bureau of the Budget funds to rebuild on the 
center -line system. 

Mr. Yates. Are there any other airports in the Nation that would 
have this? 

Mr. Lez. Los Angeles. 

Mr. Yates. And is it contemplated that they will be replaced? 

Mr. Ler. Yes. 

Mr. Yares. Is that in this budget? 

Mr. Ler. No, not in this part. It comes under the EANF heading. 

Mr. Yates. When is it contemplated that that replacement will 
occur? 

Mr. Les. We are planning eventually a standard for all systems. 

Mr. Yates. I was wondering what the schedule was. 

Mr. Ler. In fiscal year 1956, we are planning 11—— 

Mr. Yares. Is that in this budget? 

Mr. Leg. Correction; 10 projects. Yes. 

Mr. Yates. Of this type? 

Mr. Ler. Standardized on the high intensity center line. These 
include Chicago Midway, Chicago O’Hare; Cleveland, Los Angeles, 
New York—La Guardia, New York—lIdlewild; Portland, Oreg.; 
Seattle, Wash., and Washington, D. C. Now, the slope lines that I 
have referred to are New York-Idlewild, Los Angeles, and Washing- 
ton, D. C. I have an exhibit which 1 would like to present to the 
committee showing this program. 

Mr. Yates. I have one other question, Mr. Chairman, and that 
pertains to the operation of the Chicago Airport. I asked Secretary 
Weeks when he appeared about whether or not it was not true that 
one man handled the weather bureau per ship in Chicago. And I 
also learned that if—that he could. I also learned that, with respect 
to the office that handled weather information for planes, there is 
only one man. Do you know anything about that? Of course, 
these are private planes that call to find out how the weather is going 
to be as of a particular time, not commercial planes. 

Mr. Les. Our installations at Chicago, Mr. Yates, at the center 
and airport control tower, have a complement of around 140 people, 
I would say. 

‘ eh Yates. Does your installation handle the weather for private 
ights? 
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Mr. Leet. No. 

Mr. Yates. O. K. You would not know the answer? 
Mr. Ler. No. 

Mr. Yates. That is all, Mr. Chairman. 

Mr. Preston. The committee will recess until 1 o’clock. 


AFTERNOON SESSION 


Mr. Preston. The committee will come to order. 

Just before adjournment for lunch Mr. Flood expressed a desire to 
ask some questions concerning a matter of particular interest to him. 
If you will now proceed, Mr. Flood. 

Mr. Fioop. Thank you, Mr. Chairman. 


FeprerRAL Arp To Arreorts PROGRAM 


I ask the indulgence of the committee for asking a few questions of 
Mr. Lee having to do with the Federal-aid-airports program. While 
that is in a different section of your budget than the section you are 
discussing at this time, in view of the fact I will have to be with the 
Armed Services Committee in marking up their bill, the chairman has 
agreed that I may ask a few questions on this now, and then Mr. 
Preston himself, I understand, is equally concerned with this phase 
of the bill, and when it is reached he assures me it will be developed 
at considerable length. 

I would like to make this as a general statement on this subject. 

The President’s budget for fiscal year 1956, for all practical pur- 
poses, eliminates the Federal aid to airports program under the admin- 
istration of the Civil Aeronautics Administration. 

I might say, though, that as I understand it, in reply to questions 
asked earlier, Mr. Lee, vou told us that you requested $40 million plus 
for the Federal aid to airports program of the Secretary? 

Mr. Lex. That is correct. 

Mr. Fioop. And the Secretary authorized, in his judgment, $30 
million-plus? 

Mr. Ler. Yes. 

Mr. Fioop. Then you went to the Bureau of the Budget asking 
$30 million-plus and came from the Bureau of the Budget here with 
$11 million? 

Mr. Ler. Yes, sir. 

Mr. Fioop. So while the Secretary cut you $10 million, the Bureau 
of the Budget really did a job on you and you are here now, insofar 
as Federal aid to airports is concerned, with $11 million. Is that 
right? 

Mr. Ler. Yes, sir. 

Mr. FLoop. An appropriation of $11 million will be of no real 
value in meeting the extensive construction needs of this country’s 
airports. This amount is equal to approximately one-twentieth of 
the estimated cost of planned improvements at only one major airport, 
Idlewild. 

The Federal-aid program, even as it now operates, with a larger 
appropriation than proposed for 1956, helps only a small portion of 
our airports. To further the inequity of such a program, it helps 
those airports best able to help themselves. Priority rating for 
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Federal aid increases with the airport’s activity, and so do other 
sources Of revenue. In other words, those airports with the large 
revenues also get the Federal aid. This is true even though the 
landing area, the area for which Federal aid is available, need not be 
any more costly to construct and maintain for 200 airline schedules 
per day than for 2 schedules per day. 

Further, an airport program of $11 million will be just as costly 
to administer as a program many times as large. CAA Airport 
Division personnel cannot be reduced to offset this since they are now 
at a minimum for any type of program regardless how small. 

A Federal aid to airports program is needed and justified for the 
perpetuation and further development of a strong national air- 
transportation system. Airlines, Air Force, Federal airways, or a 
single airport have a value only as great as our system of airports. 
Not only should there be a program, but the funds appropriated 
must be sufficient to carry out the purpose of the appropriation, and 
priority should be based upon need as well as aviation activity. 

If a program for the development of airports in this country can 
justify no more than $11 million, then such a program cannot be 
justified at all. 

There is no sense in my gilding the lily at this time. That says 
about everything I want to say and would lay the basis for any 
questions I might ask or that other members of the committee might 
ask when we get to that section of the budget. 


FEDERAL PARTICIPATION IN CONSTRUCTION ON TERMINAL BUILDINGS 


This has to do with the general Federal aid to airports program. 
One phase of that program has always been Federal contributions to 
States in matching forms for the construction of airport terminal 
buildings meeting certain conditions and certain requirements and 
certain specifications laid down by the CAA and so on. 

What is the situation, insofar as the law is concerned or regulations 
of the CAA or the Department of Commerce or any other Govern- 
ment agency that would be concerned with the problem, with refer- 
ence to Federal aid to airports funds being utilized for the construction 
of terminal buildings at proper airports meeting all required conditions? 

Mr. Ler. The Federal Airport Act, which is the legislation under 
which we are working here, contains no prohibition to the Federal 
Government’s participating in the construction or improvement of 
terminal buildings. 

Mr. FLtoop. What you have just said means there is nothing in the 
law to prevent Federal aid to airports funds being utilized for the 
construction of terminal buildings on the basis of matching funds? 

Mr. Ler. That is correct, sir. Under the administrative rules 
which have been laid down by the Department of Commerce for the 
administration of the program since it was reinstated in 1955, we 
have not participated in terminal building construction. 

Mr. Fioop. By ‘we’ you mean CAA? 

Mr. Ler. That is correct. 

It is proposed in fiscal year 1956 that the Federal Government 
participate in terminal buildings only in the building space for CAA 
communications stations, towers, and in Weather Bureau space. 
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Mr. Fioop. That means this. In any terminal building, all thing 
being equal, that requires and calls for in its specifications a contra 
tower, Weather Bureau space, CAA communications station space, 
or any combination of the three, insofar as it is part of the building 
fund, you are allowed to use Federal aid to airports contributed funds’ 

Mr. Lex. That is right. 

Mr. FLoop. But not for the construction of the terminal building 
generally? 

Mr. Lez. That is correct. 

Mr. Fioop. Since that prohibition is not a matter of law, it is 
obviously a matter of departmental regulation, as far as you know’ 

Mr. Len. That is correct. 

Mr. Fioop. And you have received a regulation from the Secretary 
of Commerce or his designated agent, directing you not to participate’ 

Mr. Ler. That is the policy of the Department, Congressman. 

Mr. FLtoop. When was that policy first enunciated, do you know’ 

Mr. Les. The policy of no participation in terminal buildings was 
laid down at the time of the development of the 1955 program, the 
current program. 

Mr. Fioop. I want to restrict you for the moment to the original 
directive that directed you to no longer use Federal aid to airports 
funds for the construction of terminal buildings. 

Mr. Ler. That was in May 1954. 

Mr. FLoop. And from whom did you receive such a directive? 

Mr. Ler. The Under Secretary of Commerce for Transportation, 
Mr. Murray. 

Mr. Fioop. Will you insert in the record at this point, if it is not 
to lengthy, a copy of such document? Mr. Chairman if it is one of 
those bureaucratic multiple-sheet things, I do not want it in the 
record, but if it is of reasonable length, I should like to have it inserted 
in the record. 

Mr. Ler. That policy was announced by the Under Secretary at 
hearings on proposed amendments ot the Federal Airport Act before 
the Interstate and Foreign Commerce Committee at the last session. 

Mr. Fioop. Did you, as Administrator of CAA, ever receive 
written directive or regulation or whatever you wish to call it from 
any official of the Department of Commerce directing you not to use 
Federal aid to airports funds for participation in the construction o! 
terminal buildings? 

Mr. Ler. Not as such. 

Mr. FiLoop. Did you or did you not—then explain what you mean 
by ‘fas such.’”” The answer is you did not? 

Mr. Ler. Yes. 

Mr. Fioop. Now what else do you want to say about it? 

Mr. Ler. We put out— 

Mr. Fioop. Who put out? 

Mr. Ler. The CAA. 

Mr. FLoop. Just a moment. I am not interested at this point in 
what the CAA put out. You can put that in later if you want to, 
but what I want to know at this point is who told you and under 
what circumstances and when this was not to be done? 

Mr. Lee. This policy was enunciated to us on more than one occa- 
sion by the Office of the Under Secretary, and accordingly we devel- 
oped certain rules for administration in 1955 which I have before me. 
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Mr. FLoop. You may do whatever you wish with what you have 
there right now. I want to know who 

Mr. Lez. The Under Secretary of Commerce. 

Mr. Fioop. What was his name? 

Mr. Leg. Mr. Murray. 

Mr. Fioop. When did he tell you that? Did he tell you that going 
to the office in a cab one morning, or in the Mayflower lobby, or 
where? 

Mr. Les. We had frequent meetings in his office. 

Mr. Fioop. Staff conferences? 

Mr. Leg. Yes. 

Mr. FLoop. And that is the only basis for this revolutionary order, 
if it is revolutionary? There is no written order or written directive 
at all? 

Mr. Ler. In the course of conducting the relations between my 
office and that of the Under Secretary of Commerce for Transportation 
we do not always rely on written directives. 

Mr. Fioop. You do not? 

Mr. Ler. We were told the rules for the administration of the act, 
and we developed the rules as we saw them and they were issued with 
the concurrence of the Department. 

Mr. Fioop. Is that the general practice? Does the Department of 
Commerce handle the directives of CAA in such a casual, cavalier 
style always? 

Mr. Les. I would say that was customary. 

Mr. FLtoop. Do you not ever get written directives from the 
Secretary or Under Secretary of Commerce dealing with the admin- 
istration of the CAA? 

Mr. Leg. We do. 

Mr. Fioop. But you did not in this case? 

Mr. Ler. That is correct. 

Mr. Fioop. In fairness to you and the Department and the CAA, 
did you want to add something at this point? 

Mr. Ler. I wanted to refer to this document, Development of 
Fiscal Year 1955 Federal Airport Program, issued with the concurrence 
of the Department in May 1954 and which embodies this decision as 
well as others. 

Mr. FLoop. You mentioned a few moments ago that you recall 
that the Under Secretary of Commerce appeared before one of the 
legislative committees of this House and made a statement similar 
to the one you are talking about. Is that so? 

Mr. Ler. It was before the Interstate and Foreign Commerce 
Committee of the Senate and it was on the occasion of a hearing on 
proposed amendments to the Federal Airport Act which, among other 
things, would change the amount of the discretionary fund. At that 
time he testified on the policies of the Department for the administra- 
tion of the act, and this was one of the matters on which he testified. 

Mr. Fioop. Do you know whether any member of that committee 
or any Member of Congress offered an amendment to accomplish that 
purpose? 

Mr. Ler. That was part of the proposed amendment to the Federal 
Airport Act, yes. 

Mr. FLoop. Do you know the fate of the amendment? 

Mr. Les. The bill was not reported out. 
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Mr. Fioop. The amendment failed? 

Mr. Ler. Yes. 

Mr. Fioop. And despite the fact the Department of Commerce, 
through the Under Secretary, proposed to a legislative committee an 
amendment to prohibit the use of Federal aid to airports funds for the 
construction of terminal buildings on a matching basis, despite that 
fact the Department of Commerce still persists in preventing the CAA 
from using the funds for that purpose, other than the limitation you 
have told us about today; is that correct? 

Mr. Lez. I think you have correctly stated the policy, yes, sir. 

Mr. Fioop. Off the record. 

(Discussion off the record.) 

Mr. Fioop. I would like the record to show that I think this 
action on the part of the Department of Commerce dealing with a 
matter which concerns to a great extent many Members of this 
Congress—in view of the fact that an attempt was made to amend 
the act last year and was rejected by a legislative committee of this 
House, and in view of the fact it was never brought to the attention 
of the members of the Appropriations Committee dealing with this 
matter—in my opinion that action should be seriously censured, and 
I would like that Under Secretary or the Secretary to be brought 
before this committee. 

(Discussion off the record.) 

Mr. FLoop. I understand, Mr. Lee, the Under Secretary in question, 
Mr. Murray, is no longer with the Department. Is that correct? 

Mr. Ler. That is correct. 

Mr. Fioop. In view of the fact Mr. Murray is no longer with the 
Department, do you have any information you would like to give us 
which would permit me to think the Department policy has been 
changed in this regard and that other than the limitation you have 
stated today Mr. Murray’s policy might be changed by the Depart- 
ment and we could go back and have ‘the Federal aid to airports pro- 
gram administered as it was intended by the Congress? 

Mr. Les. Mr. Flood, I know of no change in the policy from the 
one which you just outlined. 

Mr. Fioop. If there were a change you would know it? 

Mr. Len. Yes. 

Mr. Fioop. So there is none. 

Mr. Chairman, I think this is a classic example of departmental 
legislation if I ever heard one. It flies right in the face of the organic 
act. I call the attention of the committee to the fact that there is 
additional fuel added to the flames by the Bureau of the Budget cut- 
ting this request to $11 million for the whole United States of America. 

That is all, Mr. Chairman. 

Mr. Bow. Mr. Chairman. 

Mr. Preston. Mr. Bow. 

Mr. Bow. In view of the statement made by the gentleman from 
Pennsylvania, I would like to say I concur in the order made by the 
Department of Commerce under the circumstances on the limitation 
of funds. It seems to me it is proper that we go into the construction 
of airfields themselves where they are necessary but that terminal 
buildings are primarily the responsibility of the community, and it is 
my judgment the policy of the Department of Commerce is a good 
one. 
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OPERATION AND REGULATION 


Mr. Preston. Any questions on operation and regulation? 

Mr. Bow. I have none on that at this time. 

Mr. Preston. Mr. Horan. 

Mr. Horan. I wonder if Mr. Lee could arrange for members of this 
subcommittee who might wish to, including myself, to visit the 
National Airport and perhaps take a trip on a standard flight so that 
we can better understand more what we are trying todo. Mr. Chair- 
man, I think if it could be arranged it would be educational. 

Mr. Leg. I think you would find at the National Airport representa- 
tion of most of our activities, and at the convenience of the com- 
mittee we would be happy to arrange such a trip. 

Mr. Horan. We are looking to procedures that will add to the 
safety and efficiency of aviation. 

What is the projection as to the man-hours that would be required 
if we can improve the type of equipment we have now for air-flight 
safety? Would it require less man-hours? Is there that hope, or are 
you in a position to answer that? I presume it will be answered when 
we get into the research, air facility development work. 

Mr. Lee. I think it will be partially answered, Mr. Horan, but I 
would like to say that the developments in this field are being carried 
forward very actively and they show a great deal of promise, but for 
the immediate future our realization of these developments seems to be 
unlikely. 

Mr. Horan. I understand it will be at least 3 vears before we have 
any working models and 10 years before we have this thing, but this 
committee has expressed a desire to appropriate funds so that this 
may be done. 

Mr. Ler. This Federal airways estimate essentially reflects what 
we are doing. We have new techniques so that one individual can 
handle a great deal more traffic. 

As to our figures on growth, I think I mentioned some of them. 
For example, the instrument approaches have increased 175 percent 
1956 over 1948, and fix postings have increased 120 percent 1956 over 
1948. 

Mr. Horan. Is that an 8-year period? 

Mr. Ler. Yes. 

Mr. Horan. That is all. 

Mr. Presron. Off the record. 

(Discussion off the record.) 


AVIATION SAFETY 
Mr. Preston. We will now take up the next item, ‘‘Aviation 
safety,”’ which is on page 231 of the justifications. This is a request 
in the amount of $12,937,000, and it represents an increase of $155,000 
over fiscal year 1955. 


TRANSFER OF CERTAIN SAFETY ACTIVITIES TO INDUSTRY 


Do you want to make a general statement on safety, Mr. Lee? I 
would like you to go into this matter of transferring certain safety 
activities to industry, particularly. I wish you would tell us more 
about that. 
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Mr. Ler. Yes. I would like to quote from the budget message of 
the President, specifically from pages M-—72 and M-73 of the printed 
volume. ‘This is the statement: 

With the increasing maturity of civil aviation, the Federal Government soon 
should be able to reduce substantially its safety promotion and enforcement 
activities without affecting the present high level of safety. I have requested 
the early preparation of a plan in cooperation with industry to achieve this 
objective. 

Mr. Preston. Mr. Lee, who wrote that? The Department of 
Commerce? 

Mr. Ler. I do not know, Mr. Chairman. 

We have requested $40,000 in the current estimate for this study of a 
transfer of responsibility, and that represents part of the increase in 
the appropriation. 

We also are studying at the present time certain ways in which we 
can handle the increased workload without any commensurate increase 
in our personnel. Actually, we can use the same indices of increase in 
workload in Aviation Safety as we used in relation to Federal Airways, 
where we have had a very sizable increase in the number of passengers, 
a 185 percent increase in 8 years; a 175 percent increase in instrument 
approaches in 8 years; and corresponding increases in other activities. 
At the same time our Aviation Safety personnel has decreased 1) 
percent. There is a 1 percent decrease in staffing proposed for 1956 
compared to 1955. 

The way we are planning on doing this is to work with industry, and 
in areas where we can transfer responsibility we shall. For example, 
we have an arrangement with small aircraft manufacturers whereby 
they will certify their own aircraft. We have had that arrangement 
only with respect to small aircraft, but we are considering increasing 
the weight limitation. 

Mr. Preston. On what types of aircraft are the certifications made 
by industry? 

Mr. Ler. Up to now it has been the type of aircraft such as the 
Beech Bonanza. The new regulation will take in the Twin Bonanza 
and the Aero Commander and similar types of aircraft. 

We are trying to increase the flexibility of our organization so that 
we can move our agents to the areas where they are most needed. 
We have done this during the last year and a half in the irregular 
operations field, and the increase in safety in irregular operations has 
been very marked. 

There are other things we are doing. We are increasing the 
responsibility of certificated repair stations; letting them take some of 
the responsibilities as to approval of aircraft. 

So we are keeping pace with the demands of the public for safety 
and at the same time not increasing our personnel, but in 
fact decreasing them. 

We are looking to certain amendments of the basic act which would 
enable us to go further. Our responsibilities are pretty well defined, 
first by the Civil Aeronautics Act of 1938, and second, by the regula- 
tions of the Board which we must enforce. In the field of aircraft 
certification, we feel we should not have mandatory responsibilities 
in all instances. We feel reputable manufacturers like Lockheed, 
Douglas, Boeing, Consolidated, and others could discharge some of 
these responsibilities. 
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Mr. FLtoop. May I interrupt? When you say “Board,” what 
Board do you mean? 

Mr. Leg. The Civil Aeronautics Board. These responsible manu- 
facturers can assume responsibility for some of the activities we are 
required to do in the way of inspection and certification, and we are 
proposing amendments to the statute which will make our responsi- 
bilities not mandatory but permissive. We feel this will be another 
vay in which we can get out of some of the detail work we are doing 
and still not lower the level of safety. 

We are gradually extending our practice of delegating to people in 
industry responsibility for the approval of repairs and the certification 
of the competency of pilots, and other matters. Our designees, which 
numbered 5,534 on July 1, 1954, are gradually increasing. They num- 
ber about 5,600 at the present time, and we are expanding the respon- 
sibilities to cover engineering approvals. 

In these and other ways we are trying to keep pace with the in- 
dustry and not increase our personnel. 

Mr. Preston. Do I understand you to say the licensing of pilots— 
is that the correct word? 

Mr. Len. Certification. 

Mr. Preston. The certification of pilots is going to be turned over 
to industry? 

Mr. Ler. We will not do that with the airline transport pilots. We 
feel that is a responsibility of the CAA. 

Mr. Preston. We hope you will always retain that responsibility. 

be Ler. We plant to continue the certification of airline transport 
plots. 

The complexities of operations are increasing. We have a large 
number of new aircraft coming out. The Lockheed Super Constella- 
tion and the Boeing Super Stratocruiser have been placed in operation, 
and we are about to see the Vickers Viscount aircraft introduced in 
this country. 

Mr. Preston. I certainly trust you are not going too far with this 
business of passing on to industry these safety measures. The first 
time we have a bad accident with a craft that was not fully inspected 
by the CAA, it will bring about severe criticism, I am sure. 

Mr. Les. I assure this committee we are proceeding with a great 
deal of caution, and we intend to take no moves without adequate 
consideration of the effect on the public safety. 


AVIATION MEDICAL STANDARDS SURVEY 


There is one matter I would like to point out to the committee that 
represents the largest individual increase in the 1956 budget over 
1955, and that is the item of $100,000 which we are requesting for an 
aviation medical standards survey. We are now operating with medi- 
cal standards developed at the time the CAA came into being. Since 
that time aircraft have changed radically and most flight procedures 
have changed. At the same time our pilot population is growing older. 
Pilots who were kids at the time of the enactment of the Civil Aero- 
nautics Act of 1938 are still flying. We feel this $100,000 is good 
insurance for the American public that flies. It will enable us to 
develop new standards for determining fitness of airmen in terms of 
physical ability, reaction time, and in general the competency re- 
quired physically of the individual who flies airplanes. 
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Mr. Tuomas. The Air Force and the Navy have spent thousands 
upon thousands of dollars in this same field. Why spend that $100,000 
when you can have the benefit of what they have found? 

Mr. Lex. We certainly would take advantage of what the Navy 
and Air Force have done. However, the military services do not 
have quite the same problem we have. They want to select the besi 
possible men for the job. Our problem is to decide the minimum re- 
quirements we will demand of a pilot. We are not in the business of 
selecting people. We are in the business of saying, ‘You cannot fly 
if you come below this threshold.’ 

Mr. Tuomas. Your problem is simple compared to theirs. They 
have to select them and all you have to do is set some standards. 

Mr. Les. This $100,000 will take what. they and others have done 
and attempt to apply it to the civil fields. 

Mr. THomas. You can take advantage of what they have done 
without $100,000. They will be glad to give you the benefit of their 
experience. 

Mr. Preston. You say in the justifications you propose to use 
the Flight Safety Foundation to make this study. 

Mr. Ler. Yes, sir. 

Mr. Preston. What is the Flight Safety Foundation? 

Mr. Ler. The Flight Safety Foundation is a nonprofit organization 
supported by contributions by private individuals and by some of 
the industry, principally the operating industry, and I believe they 
have contracts with the Government, also. It is a nonpartisan 
organization in that it is not associated with the manufacturers, the 
pilots, or any other particular group. It is staffed by qualified per- 
sonnel and we feel it is the outstanding agency in this field. 

Mr. Preston. Do you plan to employ any private group to make 
this study in addition to this foundation? 

Mr. Ler. No. We will contract with the Flight Safety Foundation. 

Mr. Preston. Will you turn over the entire $100,000, if it is granted, 
to this agency? 

Mr. Ler. Yes, sir. 

Mr. Preston. Where did this idea originate? 

Mr. Horan. Mr. Chairman. 

Mr. Preston. Mr. Horan. 

Mr. Horan. I wondered if there was an interagency committee 
composed of representatives from the CAA, the military groups, and 
so forth, as we have in other fields of governmental responsibility, 
that meets regularly and discusses this matter? The gentleman from 
Texas has a point we cannot overlook here. Is there such a committee? 

Mr. Ler. There are several committees which are concerned with 
the various phases of this at the present time. There is no con- 
mittee directly concerned with the civil problem at this time. We 
participate with the joint committees on a wide range of matters such 
as problems of high altitude flight conditions and such things. 

This suggestion came, from Mr. Koch’s Office of Aviation Safety, 
originally. He has been dealing with this problem for many years 
and he feels the problem of the relationship of the man to the job 
he has to do is perhaps the biggest job we have in the next few years. 
The job is tw ae now than it was when we had the DC-3 type of 
aircraft. 

Mr. Tuomas. Is it a medical job? 
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Mr. Lee. Yes. 

Mr. Tuomas. The Navy has a great deal of information and the 
Air Force, too, just on that. 

Mr. Lee. This is aimed at applying a lot of the findings to the 
principal problem we have in the civil aviation field and bringing 
them up to date. 

I think Mr. Koch, who is familiar with this problem, might talk 
to the point, with your permission. 

Mr. Preston. You may make a brief statement on that, Mr. Koch. 

Mr. Kocu. My name is A. 8S. Koch. I am Director of the Office 
of Aviation Safety, Civil Aeronautics Administration. Mr. Chair- 
man, I have been in this wonderful business of aviation for 38 years, 
27 years of which have been in the Government. I served in World 
War I as a pilot, and at that time the Army required certain physical 
qualifications which we passed. 

The arts and sciences of this industry have changed since then, 
but the physical standards of pilots now are the same as they were 
then. I think that is wrong. I think the physical condition of 
pilots today probably has more effect on safety than any other one 
thing I know of. 

You are confronted with this kind of siatuation: How many 
examinations should the pilot have? Today in the commercial field 
he takes a medical examination every year. It is a controversial 
question. Doctors will disagree as to whether he should be reexamined 
at all, or once every 5 years, or when. 

The difference between the civil pilot and the military pilot is this; 
The civil pilot ordinarily comes from some business in civilian life 
and is not in the position of the Army pilot. The Army gets the pick 
of young people. There is need to know that the pilots flying you and 
your friends and my friends around are physically competent to do the 
job. 

Another problem is the aging of pilots. I have been a pilot all 
my life. I quit active flying about 4 years ago because I thought my 
reactions were slowing down. Some pilots reactions may slow down 
at 50 and others may not. Those are problems that everybody has a 
different opinion on. So in my judgment I feel that a body of dis- 
tinguished citizens should look at this thing from the standpoint of 
medical, scientific, insurance, and what have you, and come up with 
what the physical requirements of a civil pilot should be. The only 
way I know of doing that is to turn it over to a disinterested body 
of experts. 

Mr. Preston. You want to find some outfit to backstop you, I 
assume? 

Mr. Kocu. No. I want some outfit to recommend to the Ad- 
ministrator what the reasonable standards are for a civil pilot. The 
military cannot give us the answer because their problem is not the 
same. 

Mr. Tuomas. Your study will be not only for commercial pilots 
but private pilots? 

Mr. Kocu. For all civil pilots. The standards for a private pilot, 
of course, are not quite so exacting as for a commercial pilot. In 
some States for an automobile license you have to have an examina- 
tion every year, and in other States it is every 3 years. The medical 
people will not come out unanimously and say one way or another. 
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Mr. THomas. If the medical people do not know, how will you 
find out by paying $100,000 to some organization that will rely first 
and last on the findings of the Army, Navy, and Air Force? 

Mr. Kocu. I feel the CAA should be given some objective study 
my to what the physical requirements should be, in the interest of 
safety. 

Mr. THoMas. Could you do it with $100,000? 

Mr. Kocu. I do not think we can. 

ha Tuomas. Then how will $100,000 get it done by somebody 
else? 

Mr. Kocu. I think an objective study by the Flight Safety Founda- 
tion or some such group a come up vith a decision in regard to it, 

Mr. Preston. You do not feel competent, with 38 years of exper- 
ience in aviation, 27 years of which were in the Government, to come 
up with such standards? 

Ms. Kocu. I do not. 

Mr. Preston. Is it a very controversial thing? 

Mr. Kocu. Yes. 

Mr. Preston. And you would like to have somebody else do it, 
chen you could say, ‘““They did it; I did not.” 

Mr. Tuomas. Could you not do it by letters, by mail? 

s Mr. Kocu. I have contacted many associations and they cannot 
O it. 

Mr. FLoop. Has there been any evidence that some of these acci- 
dents probably have been the result of failure of manpower? 

Mr. Kocu. The Board makes the decision with regard to accidents, 

Mr. Fitoop. What do you think? 

Mr. Kocu. You are speaking of accidents? 

Mr. Fioop. Yes. 

Mr. Kocn. I think the human element has caused a large per- 
centage of accidents. 

Mr. Fioop. Other than judgment? 

Mr. Kocu. Human error, whether because of physical condition 
or otherwise. 

Mr. Fioop. What is the scuttlebutt on this around the trade? 

Mr. Kocu. I do not know what you mean, exactly, by scuttlebutt. 

Mr. F.Loop. Of course you do. 

Mr. Kocn. I feel a number of these accidents have been caused 
by the human element. 

Mr. Fioop. That there is no doubt about. I want to break that 
down and ask if there is talk in the trade that some of these accidents 
have been caused by reason of the advanced age of the pilots? 

Mr. Kocu. You hear a lot of that. 

Mr. FLoop. You hear more of it lately? 

Mr. Kocu. Not more lately than 4 or 5 years ago or since the war. 

Mr. Tuomas. Why do you not play it safe? If the armed services 
have a very rigid standard for their pilots flying planes in combat, and 
you have a commercial plane carrying 80 people for hire, why do you 
not have the same standards for the pilots of those commercial 
planes? 

Mr. Kocn. You would destroy the industry, because there would 
not be sufficient pilots available to fly. 

Mr. Tuomas. We cannot buy that, 

Mr. Kocu. I understood you to say applying the same standards to 
civil pilots that are applied to military. 





you 
rst 


dy 


of 


r- 


249 


Mr. Tuomas. Yes. 

Mr. Kocn. The civil pilots cannot meet the standards of the 
military pilots and should not be expected to. 

Mr. Tuomas. There are thousands in the Air Force that meet them. 

Mr. Kocu. They are younger people. There is no age limit as far 
as the civil pilots are concerned. 


SAVINGS THROUGH REDUCTION IN PERSONNEL 


Mr. Preston. What is your explanation of why you are saving 
only $14,147 through the reduction of 22 man-years in the aviation 
safety program? 

Mr. Basniecut. This figure is a net amount resulting from a number 
of changes, including the first item of a reduction of 5 non-years and 
$23,937 in the program for development of safety devices; a reduction 
of 16 man-years and $14,450 to absorb mandatory within-grade 
promotions; a lapse reduction of $3,576 and a reduction of $4,720 for 
| temporary position. 

There is an increase of $25,000 for employee fringe benefits largely 
to convert CPC employees to wage board rates. The net decrease is 
the amount you cited, Mr. Chairman. 

Mr. Preston. Is this figure of $14,147 the difference between the 
2 sets of figures you read? 

Mr. Basniaut. They are the principal factors and are outlined on 
pages 232 and 233 of the justifications. 

Mr. Preston. You are saving only $23,937 from the reduction of 
5 positions in your research laboratory? 

Mr. Basniaur. Yes. 

Mr. Preston. They must have been custodial positions. 

I do not understand how it is that somehow we always see this plus 
mark attached to these figures on every item. 

Mr. Basniaut. There are a number of minus items on page 232. 

Mr. Preston. That is right, but when you come to the total figure 
you always have a plus. 

Mr. Basnicut. We have the item of $11,000 increased hangar rent 
at the New York International Airport, and the item of $40,000 for 
the project to transfer safety responsibility to industry, $100,000 for 
the aviation medical standards survey, and $35,000 to replace auto- 
mobiles. 

Mr. Preston. Are there any questions on aviation safety? 

Mr. Roonry. I am not sure whether or not this question should be 
propounded at this point. It might have been asked on the previous 
item in regard to the Federal airways system. 


NAVIGATIONAL AIDS 


Mr. Lee, is there any money in this budget in connection with the 
long-range navigational aid known as loran? 

Mr. Ler. No, sir. 

Mr. Rooney. Is there any money in this budget in connection with 
the long-range navigational aid known as consol? 

Mr. Ler. No, sir; there is not. 

Mr. Rooney. What is the difference, in nontechnical terms, 
between consol and loran? 
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Mr. Ler. Consol is a system which requires no special airborne 
equipment in the aircraft whereas loran does. Consol is also a system 
which depends on bearings from individual ground stations whereas 
loran is a system which relies on a master and usually two slave 
stations to give a definite geographical position. 

They are both used on the North Atlantic route at the present time. 
The consol stations are located on the eastern end of the route and 
the loran stations largely at the western and central parts. 


USE OF CONSOL 


Mr. Rooney. Are any American international carriers presently 
using consol? 

Mr. Ler. I think all of the carriers presently use consol; yes. It 
requires no special equipment. You can receive the signal with an 
ordinary aircraft communications receiver. 

Mr. Roonry. Do you want to change your answer? 

Mr. Ler. May I amend my original answer? There is nothing in 
this estimate for the operation of consol; however, we expect to be 
reimbursed by the Air Force in the fiscal year 1956 in the amount of 
$139,494 for the maintenance of consol stations. There is 1 going 
in at Atlantic City and 1 at Nantucket. There are 2 going in on the 
west coast, 1 at Pescadora and the other in the vicinity of Santa 
Barbara. 

Mr. Roonry. Does that amount represent the entire sum required 
for the installation of these stations? 

Mr. Ler. No, sir. That is just for maintenance. 

Mr. Roonry. What effect would this have with regard to the 
present use of navigators on international flights? 

Mr. Ler. The probable effect on the total North Atlantic plan 
would be to obviate the necessity for navigators. 

Mr. Rooney. Do you agree with that as a sensible thing? 

Mr. Ler. Well, we judge it strictly from the question of safety, 
and we require continuous navigational guidance. If that is provided, 
why, that is satisfactory. 

Mr. Rooney. If they were to use consol is it your idea that they 
should at the same time have a navigator aboard; is that correct? 

Mr. Ler. Not necessarily, Mr. Rooney. If they had continuous 
position information from the consol signals, we would let them 
operate without a navigator. Consol is a system the pilots can use 
themselves and obtain position information from. 

Mr. Rooney. You said a few moments ago that you required the 
use of navigators on the North Atlantic run; is that right? 

Mr. Ler. Yes. 

Mr. Rooney. Even though they are using consols? 

Mr. Ler. I might outline, Mr. Rooney, the whole North Atlantic 
plan. 

Mr. Roonry. Why cannot we get a categorical answer, either you 
do or you do not. 

Mr. Ler. We require navigators. 

coe Rooney. You require navigators even though they use 
consol? 
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Mr. Ler. With the present Consol ground installations on the 
North Atlantic route, it is only possible to obtain position guidance on 
part of the eastern end of the run. 

Mr. Roonry. Why do you require navigators? 

Mr. Ler. They do not have the radio navigational guidance across 
the entire North Atlantic route at the present. The plan, as approved 
by ICAO, would provide for the installation of Consol stations at 
Newfoundland, Labrador, Prince Christian in Greenland, Iceland, and 
in the Azores. 

Mr. Rooney. When ICAO approves these stations, from whence 
comes the money to install these stations? 

Mr. Les. In the decision in approving the stations, they did not 
arrange for the financing of them. 

Mr. Roonry. Who furnishes the money? 

Mr. Leer. Presumably the country where the station would be 
located. Canada would finance the ones at Newfoundland and 
Labrador, and Denmark in Greenland, and the Iceland Government 
the one in Iceland. However, if a country says it cannot finance the 
thing for one reason or another, they come to ICAO and say, ‘‘We 
want to have joint support,” and then the other countries may be 
requested to bear a proportionate share of the cost. 

Mr. Rooney. What would the American share of that be? 

Mr. Ler. It would be changed from time to time. It depends upon 
the volume of traffic. 

Mr. Rooney. Give us the range where the American share would be. 

Mr. Ler. I would say around 50 percent, possibly. 

Mr. Rooney. How much? 

Mr. Leer. I can get you the exact figures, Mr. Rooney, but we have 


some 16 carriers flying the North Atlantic. 

Mr. Rooney. I do not want you to give us any misinformation on 
this, so perhaps you had better insert the information in the record at 
this point. 

(The information is as follows:) 


Cost To THE UNITED States or ICAO-SponsorRED CONSOLS 


In the event a country such as Iceland informed ICAO that it was unable to 
provide the consol station reeommended by ICAO, and if other countries having 
activities served by the equipment agreed to the provision of the station through 
joint support, the United States share would be determined by the United States 
percentage of total civilian flights along the route each year. This percentage 
would be approximately 40 percent based on flights for 1954. 

The specific cost of a consol station in Iceland cannot be stated with certainty, 
unless detailed construction and equipment plans were prepared. However, the 
cost probably would approximate $300,000; therefore, on this basis and if the 
United States agreed to participate in a project, the United States share would be 
about $120,000. 

Mr. Rooney. I want you to reiterate your answer that there is no 
money in this budget in connection with the installation of consol 
stations. 

_Mr. Ler. That is correct. May I add, no money for the operation 
either. 

Mr. Roonsey. Nor for the operation. Does the CAA, speaking 
through you as its administrator, have any immediate plans with 
regard to a request for moneys for either the installation or mainte- 


nance of such stations? 
Mr. Ler. No. 





SAFETY EXPERIMENTS AND TESTS 


Mr. Fioop. Is this a place where I could ask you if CAA conducts 
experiments, or the private airlines, to determine whether or no; 
turbo-jets or pure jets should be used in civil air transport? Is this 
the place to ask that question? 

Mr. Ler. Well, we are concerned with the safety aspects of the 
question. 

Mr. Fioop. That is what I mean. 

Mr. Ler. That is right. 

Mr. Rooney. Is there anything in this budget in connection with 
turbo-jet testing? 

Mr. Ler. No, sir. 

Mr. Rooney. We saved the taxpayers a lot of money with the 
assistance of Mr. Clevenger and Mr. Preston and Mr. Flood over the 
years, did we not, in connection with turbojet testing? The answer 
is ‘‘Yes,’’ because we did not appropriate the money; is that correct? 

Mr. Ler. Yes. 

Mr. Fioop. What about the safety angles? Have you looked at 
anything in view of the experience which the British have had? 
What conclusions are you reaching since this subject is getting 
literally hot? 

Mr. Ler. We have been studying the problem of turbine trans- 
ports. I would like to cite our two reports which we have here as 
to their requirements. One is dated January 1953, and the other is 
dated January 1954. 

Mr. Fioop. Insofar as safety is concerned, are you prepared to 
state at this moment which one of the two is the safest for civil air 
transport for American lines? 

Mr. Ler. I think that either one can be a safe airplane. Actually, 
the only project we have right now on turbine transports is the 
Vickers Viscount. We have been working with the British Vickers 
and Rolls Royce people for a period of over a year. 

Mr. Fioop. You have not licensed any Vickers Viscounts for 
American lines? 

Mr. Les. No; but we are about to do so. 

Mr. Fioop. You are? 

Mr. Ler. Yes. 

Mr. FLoop. Then you are satisfied that the British problem on the 
crash of those transport jets was material fatigue, metal fatigue, and 
it was not the jet problem itself? 

Mr. Ler. That is correct. It was the result of the metal fatigue of 
the fuselage. ° 

Mr. Fioop. I am speaking only of the jet problem itself. 

Mr. Ler. There is nothing inherently unsafe in a jet. We have 
certificated quite a few jet engines as such for use, but they have not 
been installed yet. 

Mr. Fioop. As between the turbojet and the pure jet, you do not 
care one way or the other? 

Mr. Ler. No. 

Mr. Fioop. What about helicopters? Do you have any reports’ 
My information is that we are on the threshold of great helicopter 
transportation up to 300 miles to take the place of the DC-3’s. The 
future of short-haul commercial feeder lines are helicopters of one 
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size or the other. Is there a safety element in that? Are you looking 
into that? 

Mr. Lee. Yes. 

Mr. Fioop. Is it this year or the next year, or when? 

Mr. Lee. We are actually working on the problem of certificating 
the Piasecki H-21, which is a big helicopter, and we are working 
with Sikorsky on the S—56 and the S-58. They are all military 
developments that are being adapted for civil use. 

Mr. Fioop. In view of the safety element in connection with air 
port construction, how is this whole broad new field of helicopters, 
excluding jet-propelled helicopters, going to affect the safety problem 
and the airport programs? Are we going to scrap half of what .we 
are doing again, or are we going to put in a new program? What 
about the safety element on jet landing fields this year where you 
are licensing lines and certificating lines already in operation, landing 
fields on top of buildings and in between buildings for use of heli- 
copters? Do you have programs on that? What are you doing 
about it? 

Mr. Ler. In the first place, I do not think these developments are 
going to junk our airports for a long time to come. We are going to 
have a need for conventional aircraft for a long time to come; in fact, 
maybe perpetually. 

Mr. Fioop. For short hauls? 

Mr. Lee. For short hauls the helicopters come into their own. 
At present, they are very expensive to operate. They are prohibi- 
tively expensive in the situations that we have today. 

Mr. Rooney. It now requires 90 percent subsidy, does it not? 

Mr. Leg. Something like that. We are looking toward the big 
ones, 40 passengers, and so forth, and they will have a much lower per 
passenger cost. 

Mr. Fioop. I mean the ones that will take over the DC-—3’s, up to 
300 miles, into small domestic hop areas—feeder lines and so on. 

Mr. Ler. With regard to what we are doing on that, we are just 
developing new regulations governing the airworthiness of helicopters, 
part 7 of the regulations. They are just coming out right now. 

Mr. FLtoop. What about the landing areas? 

Mr. Les. And also there is another point, part 46, that will govern 
ie of helicopters, including landing and takeoff, and so 
orth. 

Mr. Fioop. Are you letting, and are you going to let, helicopters 
of various sizes come down on operational strips fren which conven- 
tional aircraft will operate; is that being done now? Do you permit 
that? What is the story? 

Mr. Leg. There are only five scheduled operations now certificated. 
They serve New York, Chicago, Los Angeles, Miami, and Newark to 
Monticello, N. Y. They all operate off reserved portions of the 
regular airfields. 

Mr. FLoop. You set aside a part of the regular airfield for helicopter 
operation? 

Mr. Ler. That is right. 

Mr. FLtoop. They do not have to come down in the middle of a 
conventional runway that the aircraft are using? 

Mr. Ler. Oh, no. 
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Mr. FLoop. You are going to have special safety problems an 
requirements insofar as the operation and general safety problems 
are concerned with this new business of helicopters up to 300 miles 
for conventional commercial purposes? 

Mr. Leer. Yes. 

Mr. Foon. ‘Are we in the middle of that now in this budget? 

Mr. Ler. This aviation safety budget does not include additional 
people for developing new rules and regulations. 

Mr. Fioop. Can we feel that you are not going to succumb to the 
blandishments of the commercial airlines? Of course, we will not le; 
you anyhow any more than we did before—with relation to helicopter 
as you did with jets? 

Mr. Ler. You can be sure of that, Mr. Flood. 

Mr. Froop. Lam. Are you? 

Mr. Ler. Yes. 

Mr. Foon. I just heard something said here about this helicopter 
situation, and I think that you are right in the middle of something 
I have understood from my talks with air people that this helicopter 
business is going to be the thing in the very near future. 

Mr. Les. Well, we have several very active helicopter projects, not 
only the big ones that I mentioned, but we have some new and ad- 
vanced projects. The Hiller Co. in California has a jet-propelled 
helicopter that looks like it has a lot of possibilities. 

Mr. Fioop. Have you licensed as of this afternoon the top of some 
20-story building as a helicopter landing field? 

Mr. Ler. Not for any commercial operations. They are some 
privately owned helicopters such as the Port of New York Authority 
one, which operates off the top of its building. 

Mr. Rooney. I think it might be of interest to tell Mr. Flood what 
is going on with regard to that. 

Mr. Fioop. I know about that one. I have flown that one between 
the two airports. 

Mr. Ler. The Los Angeles Airways of Los Angeles does land on 
top of the buildings in the center of town. 

Mr. Fioop. Have you certificated any heliports on the ground in 
the center of any large metropolitan area where the helicopter would 
have to come down between the buildings? 

Mr. Les. Well, we have one project in New York which is on the 
North River, which is very close to the building area there Actually, 
it permits operation into the heliport and out of it over the water. 

Mr. Fioop. That is under your jurisdiction? 

Mr. Les. We have studied that, and we would be prepared to give 
one or more configurations for a limited operation. 

Mr. Horan. You mentioned, I think that you are going to cooperate 
and supervise private industry’s own research into the safety factors 
as you do now on their development program, and so forth. My 
reason for asking the question is this: I think that it would be good 
for the record and the committee to have something on the field of 
private research being done by industry itself. 1 do know that 
Boeing is right now inaugurating a huge research station near Larson 
Field (near Moses Lake), Wash. It is quite an operation with 500 
people there. I wonder what private industry is doing in the field 
of research as it applies to safety. Safety would have to be a factor 
in any research. 
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Mr. Les. They are doing a lot. I think the best known develop- 
ment financed strictly with private funds was the Boeing 707 developed 
without Government assistance. They are doing a lot of individual 
work, vibration testing, testing of new materials of various types, 
and the application of titanium, which is an example. 

There is the testing of the new sandwich-type material, and the 
development of new standards for various components of the aircraft 
that may be subject to fatigue and a lot of other things. Private 
industry is taking the initiative and is financing on its own, work 
which comes to the benefit of civilian aviation industry eventually. 

Mr. Horan. During the Easter vacation, along with several 
Members of Congress, I did visit an installation, a manufacturing 
plant, that was having trouble. We had a lecture there by one of 
their engineers when we spent the day there. I know that the safety 
factor was a tremendous thing there because the particular group had 
had some trouble and they were trying to work it out. 

Could you supply for the record the private research that industry 
is doing and any other privately endowed research that is being 
carried on at this time? 

Mr. Ler. I think that we can give a good summary picture. It 
probably would not be absolutely correct, but it would be enough to 
show the committee the general scope of the work being done and 
where it is being done. 

Mr. Horan. Well, if we are to have progress in this field, or any 
other field, I think it is a fairly good benchmark to follow that the 
Federal Government should do those things which the industry itself, 
the local or the State governments cannot do for themselves, and I 
think that the Federal Government has a place where it could act as 
a coordinator of all types of research. I believe that we could make 
more headway if they acted in that field. Naturally, private research 
would be done with the incentive idea in mind. They like to develop 
something safer or faster so that it would redound to their advantage. 
I would like for them to supply for the record, Mr. Chairman, a state- 
ment on the private research going on now. 

Mr. Preston. You just want the conclusions? 

Mr. Horan. Yes. 

Mr. Preston. Do that, please, without going into great detail. 

(The information is as follows:) 


STATEMENT ON RESEARCH IN AVIATION 


Research work is conducted in the field of aviation by aircraft engine and com- 
ponent manufacturers, Department of Defense, National Advisory Committee 
for Aeronautics, various associations of industry and Government groups con- 
cerned with aircraft operation, and by the CAA. All research and development 
programs conducted by the Department of Defense and CAA, aimed toward the 
development of a common system of air navigation and traffic control, are under 
the general guidance of the Air Navigation Development Board. The CAA Tech- 
nical Development and Evaluation Center is responsible for the conduct of the 
developmental effort required for the necessary improvement of the operational 
facilities utilized by the Offices of Federal Airways, Aviation Safety, and Airports. 
There follows a general summary of the effort of each group and there is attached, 
for the committee’s further information, a publication entitled ““A Survey of Re- 
search Projects in the Field of Aviation Safety.” 


61922—55——17 
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I 


The aircraft manufacturers, represented by such firms as Boeing, Lockheed 
Douglas, Consolidated, Fairchild, and Beechcraft, independently undertake son; 
research to improve the performance characteristics of civil aircraft, in order thg 
their utilization will be increased, greater safety result, and to strengthen th 
competitive position of individual companies for sales of their products. In thj 
process, these companies generally receive nu assistance from the Federal Gover. 
ment, other than the profits they earn through the sales of their equipments. 

The material research performed by these companies result from individug 
contracts for special-purpose aircraft or equipments that are in advance of cop. 
ventional use. These contracts are awarded through the Defense Departmen 
for the development of a type of equipment necessary for defense purposes. |; 
this category might be included the vertical takeoff aircraft, advanced types ¢/ 
fighters, bombers, and transports, structural fatigue, and the ground-to-air missil« 
now being developed for defense purposes. 


Il 


In the field of aircraft powerplants there are several major private industries 
in this country, including the firms of Pratt & Whitney, Wright Aeronautical 
Allison Division of General Motors, Continental, and Lycoming. Each of they 
companies conducts some research, for improving performance and safety, ani 
strengthening their competitive position, which is financed through their ow 
profits. 

Here again as with the airframe manufacturers, the material research conducted 
by these companies results from a need for special-purpose power installation: 
conceived of and required for defense purposes and where such special-purpow 
equipment is involved, individual contracts may be authorized through the Depar: 
ment of Defense. 

III 


The National Advisory Committee for Aeronautics is responsible for (1) super. 
vising and directing scientific study of the problems of flight with a view to their 
practical solution; (2) determining the problems which should be experimental) 
attacked and their solution; and (3) directing and conducting research and exper: 
ments in aeronautics. The overall purposes of the Committee include the coordi- 
nation of research needs of aviation, prevention of duplication, and performance 
of research instituted by the Air Force, Navy, or Civil Aeronautics to increas 
speed, safety, and economy of operating aircraft. 

In the Committee’s work they utilize laboratories at Langley Field, Va.; Moffet: 
Field, Calif.; and Cleveland, Ohio. In their efforts, this Committee seeks t 
explore the frontiers of aviation and develop means of improving the performance 
of aircraft. The products of their effort may result in new and novel concepts 
for aircraft use, which might in turn be converted into contracts by the Depari- 
ment of Defense and the industries mentioned above to produce aircraft and con- 
ponent equipment that advance the potential of aircraft utilization. For the 
work involved by private industries in the production of such equipment, Federa 
funds would be utilized both for the basic research conducted by NACA and for 
the development of prototypes by manufacturers through military contracts 
In this regard, it is significant that the NACA does not develop prototype aircraft 


IV 


For aids to air navigation, the Civil Aeronautics Act of 1938 as amended, 
authorizes and directs the Secretary of Commerce to designate and establish 
such airways as may be required in the public interest. In the fulfillment of this 
responsibility, policy guidance is obtained from the Air Coordinating Com- 
mittee, which has been established by executive order. This Committee includes 
representatives of the Air Force, Navy, Army, State Department, Post Office 
Department, Treasury Department, Department of Commerce and Civil Aero- 
nautics Board, Office of Defense Mobilization, Federal Communications Com- 
mission, and the Bureau of the Budget, and is under the chairmanship of the 
Under Secretary of Commerce for Transportation. 

For guiding the development of aids to air navigation, the Air Navigatio1 
Development Board was created on which there are representatives of the Ai 
Force, Navy, Army and CAA. It is the function of this Board to be informed 
as to the research and development activities of all Government agencies con- 
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cerned with aids to air navigation, and to recommend the necessary research 
and development programs that will ensure provision of safe means of navigating 
aircraft and prevent duplication of effort between Government agencies. This 
Board has no laboratories and, development projects recommended by it, are 
performed by member agencies or under contracts administered by member 
agencies, Vv 


The Air Research and Development Command is responsible for the discovery, 
evaluation, development, and testing of qualitatively superior means for aceom- 
plishment of the Air Force mission. It undertakes research and development 
programs necessary to provide new and improved systems, weapons, equipment, 
and techniques for Air Force purposes; conducts all tests necessary in the research 
and development of such materiel; provides programing, evaluation, and executive 
direction of the field activities of Air Force research and development necessary 
for the effective technical development of the Air Force. 

VI 

In the field of physical standards for airmen a considerable amount of effort 
is known to have been undertaken by the Department of Defense, principally in 
the area of determining the limitations of the human body under the extreme 
conditions resulting from operating high-performance aircraft. As a part of this 
effort there has been evolved standards as to physical requirements for various 
classes of personnel utilizing military aircraft and military protective equipment. 
This work, in the main, has been applied to determining the limitations of care- 
fully selected military pilots and crew members in a young limited age group who 
are in prime physical condition and capable of carrying out combat missions. 
On the other hand, there has been markedly little effort by any group given to 
studying the opposite end of the problem, i. e. the minimum requirements for 
physical characteristics that will permit safely operating civil aireraft. It is eon- 
sidered important to note that NACA does not. engage in medical problems nor is 
there any Federal or private group, other than CAA, providing effort in the field of 
aviation medicine that is directly applicable to problems being eneountered in 
civil aviation. The standards used by the CAA, the Federal agency having 
responsibility for certificating civil airmen, have been in use since 1926 and the 
validity of these standards has never been determined. There are several inter- 
ested aeronautical groups that give attention to this problem, including the 
company doctors of United States air carriers who are concerned with air transport 
class airmen and the Flight Safety Foundation. The latter being a nonprofit 
safety organization supported by donations from private individuals and aero- 
nautical interests, its purpose is to disseminate safety information and referee 
discussions of safety problems. The limitations of this organization are fixed by 
both resources and the absence of specific responsibility and authority for deter- 
mining minimum physical requirements. 

It is in the interest of developing the minimum standards that will be required 
of all civil airmen—standards that can be agreed to by industry and Government 
as Well as being valid—that the proposed project of a study costing $100,000 is 
proposed in 1956. The importance of this item includes the questions of retiring 
aging airmen, insurance, and what physical disabilities may be tolerated in issuing 
certificates of physical fitness for various classes of airmen. 

The Administrator of CAA has instituted a practice of transmitting copies of 
CAA planned research and development programs to NACA, the Assistant Secre- 
tary of Defense for Research and Development, the Bureau of Aeronautics, 
Department of the Navy, Wright Air Development Center, asking if these plans 
duplicated any of their efforts. In all cases the replies received have indicated 
that no duplication of effort is involved. 

This brief summary of activity in a broad field indicates that through inter- 
agency coordination, there is machinery for preventing the duplication of effort 
by Federal agencies and aviation research work. In addition, there is in existence 
the very effective device of Bureau of the Budget screening of all agency requests 
for work to be performed. In this latter process, there is known to be effective 
collaboration of effort by the Budget Bureau examiners who work on the several 
agencies programs that serves to eliminate any apparent duplication of effort. 
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WORKLOAD OF INSPECTION AND ACCIDENT INVESTIGATION 


, Mr. Preston. You do not have any workload chart this year jf 
1ere, 

Mr. Basnicut. Yes. 

Mr. Preston. I am talking about a workload of inspection and 
accident investigation. 

Mr. Len. We do not have such a chart as we had last year. 
Mr. Preston. Did you not previously provide that in your justi- 
fications? 

Mr. Basnicur. Several years ago we did. 

Mr. Preston. It must not be very favorable. 

Mr. Basnicur. The only thing about it, it is the direct relationship 
of workload to our personnel. As we change emphasis in what w 
are doing and pass more responsibility on to industry, we change the 
factors of our own workload formulas. Workload charts might bl: 
misleading until we get far enough along to better present the thing 
in valid terms, so charts were not prepared for that purpose. Hov.- 
ever, we do have for the committee indexes of certain aviation safety 
activities which we will furnish for the record. 

(The matter referred to is as follows:) 


Volume of certain aviation safety activities—Office of Aviation Safety designated 
representatives 


Type of designated representatives Fees not to As of Jul. 1, | As of Jan. |, 
exceed— 1954 1955 


Air Carrier Safety Division: 
Airline transport pilot examiners $10. 00-$15. 00 
Flight engineer examiners 15.00 
Flight navigator examiners 
ee WOES CIN ike dd ove cence nt dictnetenceees 
Control tower operator examiners 
ID CN a iehowitinh dion connadecmieenetthssane 
Air carrier maintenance inspectors 


Air Carrier Safety Division, subtotal 


General Safety Division: 
Private pilot examiners 
Commercial pilot examiners. - 


Parachute rigger examiners. - - 
BONS GREE. boa bs Ae dcdcsti csi endsinion 
Aircraft maintenance inspection representatives 


General Safety Division, subtotal 
Aircraft Engineering Division: 
Airframe and equipment engineering representatives. .-- 
Powerplant engineering representatives. --.------ Seeded 
Engineering flight test representatives (flight analysts) 
Manufacturing inspection representatives | 
Aircraft Engineering Division, subtotal 
Medical Division: 
Commercial pilot medical examiners 
Airline pilot medical examiners 
Medical Division, subtotal 


Total designated representatives 


1 No fees. 
2 No fixed fee. 
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United States civil aircraft in operation by major type 


Fiscal | Fiscal | Fiscal 
year | year | year 
1954 | 1955! ' 19567 


I. Noncarrier aircraft: 
A. Agricultural: 
1. By farmers and ranchers in connection with operation 
CN SRE ST ET Ss a 6, 800 6, 900 
2. By commercial operators in seeding, dusting, spraying, 4 
fertilizing, ete......._-- LS le tie | 4, 800 4, 900 
. Industrial: Aerial photography or surveying, power or pipe- 
line patrol, medical or ambulance service, prospecting for 
a ee a Lk dl naneumenenens »f 1, 500 1, 500 
3‘. Instructional ; 9, 200 9, 000 
. Transportation for hire: Passenger or cargo, including charter, | 
contract, irregular, jitney, etc ; 2, 900 2, 900 
- Business: In connection with business or profession... ---- yf 18, 000 | 19, 000 
. Federal, State and local governments. -.............-.------- 900 900 
. Pleasure or sport : | d 8, 400 8, 400 
. United States aircraft out of United States_._......-.....--- -| 850 | 850 





Total noncarrier aircraft, active...............-..---------- | §2,930 | 53,350 





54, 350 
II. Air carriers: on 
A. Certificated air carriers ? 4 1, 500 
B. Large irregular carriers f 5O 


Cee ne weenie pe ee : 1, 650 


III. Total active aircraft a 54,513 | 55,000 | 56, 000 
IV. Total inactive aircraft 37,131 | 37,000 | 37, 000 





Total registered aircraft, active and inactive 91, 644 92, 000 | 93, 000 


1 Estimated. 
? Includes intrastate and Alaskan carriers. 


Source: Based on sample canvass of aircraft owners by CAA. Aviation Statistics Sept. 30, 1954. 


Civil aircraft production 


Actual Estimate | Estimate 
fiseal year | fiscal year | fiscal year 
1954 1955 1956 


Number of planes: 
Industrial, business and agricultural aircraft ! 3, 364 4, 300 
Transport aircraft 2 321 250 


Thousands of pounds 


Airframe weight: 
Industrial, business and agricultural aircraft ! 3, 258 | 3, 800 
Ng ici acca inn oscil inane anss wl Rael chcebiien 8, 954 | 8, 400 


Total 3 12, 212 12, 200 | 


Thousands 


Value of shipments: 

1. Complete aircraft: 
Industrial, business and agricultural aircraft ! $41, $47, 300 
Transport aircraft 2 7 268, 223, 750 


271, 050 
81 479, 395 





Total 3 3 
2. Total value 


10 
548, 





' Aircraft under 3,000 pounds airframe weight. 

? Aircraft of 3,000 pounds airframe weight and over including Beech 18’s, Sikorsky S-55’s, Convair 340’2, 
DC-’s, DC-7’s, and Constellations. 

5 Complete aircraft. ‘These figures do not include military aircraft produced in accordance with Civil 
Air Regulations and subject to inspection by Aircraft Factory Agents of CAA. 

‘Includes complete aircraft, aircraft parts, complete engines and engine parts manufactured by aircraft 
= ao companies for civil use. These figures do not include the value of shipments to United Statee 

itary services. 


Source: Aircraft production estimates for fiscal 1955 and 1956 are based upon manufacturers’ schedules 
approved by the Air Coordinating Committee and recommended to the Office of Defense Mobilization and 
Aircraft Production Resources Agency, Department of Defense. 
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Certificated airmen 





| Total active pilots ! as of— Total airmen as of— 


Airmen categories | | 
Jan. 1, |. Jan. 1, 


July 1, 
1953 | 1954 


} 
1954 1953 54° | 1954 
“gf 





July 1, Jan. 1, 


| 
Pilots: 

Students... ------ | 562,214 66,807 | 63,547 52, 214 46, 807 63, 547 
Private airplane _ - | 138,929. 153,426 | 162,959 376, 286 | 377,854 384, 996 
Commercial airplane --__ -- 56,515 | 67,809 | 72,685 | 193,575 | 195,363 | 197, 995 
Airline transport airplane - 9, 545 | 11,419 : 11, 840 ll, 357 | 12, 757 13, 137 
Helicopter only ?___..--_-- 19 | 19 26 32 39 
Glider only 3 503 | 7 | 511 | ‘ 7 | 5ll 
Other pilot categories--_.....-.-.-----| 76 | 91 | 24 





Subtotal (pilots) hte 158 | 653, 519° 


Nonpilots: af 
Mechanic.. 7 oa eae ts ee | 77,391} 81,763 84, 217 
Parachute rigger fs ; sSiweawR nee. / ; 2,115 | 2,178 | 2, 269 
Ground instructor - .__- oe ‘ ; accede dh cree 26,477 
Dispatcher Soaked Ssh menp 2, 240 2, 305 
Air traffic control tower r ope rator --.- Si idly Ile Snell 13, 392 14,718 
Flight radio operator-~.- : : A at eee eet 1,014 | 1,013 
Flight navigator e. ; see whidue Ses Rance | 1,310 | 1, 388 
pe eee eer oe . aa ; 3, 037 | 3, 217 


Subtotal (nonpilots) - -_------ a5 d % — 126, 603 133, 059 136, 667 


Grand total (airmen) ‘ ea Lkswasaseape 760, 761° 786, 578 797, 116 
i 


! These figures are based on the number of pilots on whom there is a record of a current medical certificate. 

2 In addition to these helicopter pilots, approximately 2,000 of the private, commercial, and airline trans- 
port airplane pilots are also certificated as helicopter pilots. 

3 In addition to these glider pilots, approximately 3,000 of the private, commercial, and airline transport 
airplane pilots are also certificated as glider pilots. 


Source: CAA machine tabulations. 


Certificated air agencies 


| As of Jan. l, As of Jan. 1, 
1954 1955 


Ce IS sk ob aes baek Add ecienec kh oéébbxécdusseb<ecece 
Certificated repair stations 
Certificated ground and flying schools. - 


INCREASE FOR TRAVEL 


Mr. Preston. What is your explanation other than the general 
broad terms that you used in the justifications for an increase of 
$30,398 for travel, since you are reducing positions and eliminating 
inspec tion and passing a good deal of this to private industry? 

Mr. Basnicut. This is in part for vacation-leave travel of personnel 
stationed in Alaska, Hawaii, and in some 11 overseas aviation safety 
offices.’ Under legislation of the last session of Congress these people 
are entitled to be returned to the States for annual leave biannually. 
We have allowed here for their transportation back to the States 
every 2 years. This will apply to those people who are remaining 
in our service and sign contracts to continue on. 

Mr. Presron. That was passed after these justifications were 
prepared? 

Mr. Basnicut. Not after the 1956 request before you was decided 
upon. 
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Mr. CLEVENGER. In the provision providing for the annual leave, 
s it provided that they make the trip home, or can they accumulate 
hat? 

Mr. Basnigut. They are allowed to accumulate a certain level of 
Jeave depending upon the date they come into the service. If they 
lo not take their biannual leave before they get more than 45 days 
hey then lose leave. 

Mr. CLevenGER. That is what I wanted to know. I wanted to 
know if they accumulated it. I just wondered if they were compelled 
to use it. 

Mr. Basnieut. I think that you will find our employment overseas 
stabilizes much better if we allow them to come back to the States. 

Mr. CLEVENGER. I am concerned whether they use the money for 
some other purposes. 

Mr. Basniecutr. They will not receive any funds other than actual 
expenses for leave travel. 

Mr. FLoop. With reference to safety, what have you done, or what 
conclusions have you reached on this question of safety with reference 
to seating and which way the seats should be faced in the plane— 
forward or stern—and also the question of safety belts. Are they 
good or not? What have you finally done on that? 

Mr. Ler. We have made a thorough review of all accidents which 
have occurred with relation to forward, sideward, and rearward 
acceleration of the passengers. So far we have not enough evidence 
to warrant making any change in the regulations to require rearward 
seating. The accidents are apt to put very heavy sideloads on the 
passengers when the airplane hits and swings around. 

Mr. FLtoop. What does that mean? 

Mr. Ler. They get thrown against the side of the airplane or 
laterally, or else they are apt to be thrown backward, so we have not 
found there is enough evidence to require backward seating at this 
time. 

Mr. Fitoop. Do you have any opposite members in other nations 
that do your work that have changed the seating? 

Mr. Lez. The Royal Air Force on some of their transports have 
changed their seating and have had accidents with reverse seating 
airplanes. I believe the same is true in Australia. 

Mr. Fioop. Of course, the position of the seats would have nothing 
to do with the accident. 

Mr. Ler. But you can determine the amount of injury from the 
accident. 

Mr. Fioop. I got the inference that the change in the seating was 
the cause of the accident. That is not true? 

Mr. Lex. Oh, no. It bears on whether the passenger lives through 
the accident. 

Mr. Ftoop. You are satisfied with what you have? 

Mr. Ler. Yes. 

Mr. Firoop. What part of the aircraft is the safest part to sit in 
from whatever investigations you have made? Do you pay your 
money and take your chance, or do you have an opinion about it? 

Mr. Ler. That is a hard one to answer actually. 

Mr. Fioop. Is there an answer? 

Mr. Les. I do not think there is an answer. 
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Mr. Preston. Mr. Lee, a moment ago I asked about travel. [ff 
observe that nearly all of this increase in travel is carried under the 
heading of ‘“Government industry advisory project.”’ 

Mr. Basnieut. Yes. I would like to have the record corrected tof 
show that amendment. There is the item that I mentioned involved FF 
however, it is not the largest amount. The project of the study of & 
what can be transferred to industry constitutes $34,000. 


AIRPORTS 


Mr. Preston. Let us go to the subject of airports, appearing of 
page 251 of the justifications. We will insert page 251 of the justifica- FF 
tions in the record at this point. 

(The justification follows.) 
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Mr. Ler. Mr. Chairman, this item of $2,752,000 is $186,000 over§ 
what we requested in the fiscal year 1955. Actually, the staff of the 
Office of Airports is not being increased. The $178,000 requested js 
for continuing for a full year the staffing which was authorized in 1955: 
in other words, annualization of the 1955 positions. As you will re. 
call, in 1954 we had no Federal airport program and our staffing was 
cut down considerably. With reactivation of the program in the 
fiscal year 1955 we were authorized to recruit certain additional posi- 
tions and we are requesting their full-year requirements. 

The other item of increase is $41,000 for developing a controllable 
beam airport light, and this is offset in part by certain reductions in 
the development field identified under the heading “Aviation safety.” 

For the airport program the overall increase of $219,000 is offset by 
a $33,000 reduction in temporary employment and other minor 
matters. 

Under this appropriation we carry out the functions of the Civil 
Aeronautics Act of 1938; administer the Federal Airport Act, and the 
provisions of the Surplus Property Act which apply to airports. 

One of the activities which we perform is the collection of facility 
records covering all of the airports in the country. This is the only 
place where there is gathered airport facility information for use by 
the military services and by any civilian agency that wants it. 

We also handle the transfer of surplus property where required for 
airport purposes under section 16 of the Federal Airport Act. Under 
this provision we work with the Navy, the Air Force, and the Army 
on the joint use of airports, and lastly we see to it that there is com- 
pliance with the airport agreements between local communities and 
the Federal Government. 

We do provide certain engineering and planning advisory services, 
but we provide no management. advisor Vy service. 

Administration of the Federal Airport Act, under this heading, is 
to be accomplished through 20 district offices as opposed to the 40 
that we had previously. We are not planning any increase in the 
number of our district offices. 

Mr. Preston. This is the office that handles the Federal aid to 
airports? 

Mr. Ler. Yes. 

Mr. Preston. Do you get any administrative costs out of the 
Federal aid to air ports appropriation? 

Mr. Lez. No, sir. 

Mr. Basnicut. In prior years under the appropriation structure we 
then used, the Federal aid to airports appropriation provided for 
administration of the program. If we adopt the proposed appropria- 
tion structure, the amount her ‘ein proposed w ould cover the admin- 
istrative requirements for carrying out the grant-in-aid program. 

Mr. Preston. This is based on a $11 million level? 

Mr. Basnicut. Yes. 

Mr. Lex. I would like to say there is one activity just about to be 
terminated, and that is the matter of claims for damages under section 
17 of the Federal Airport Act. 

Mr. Preston. You will hear us breathe a very loud sigh of relief 
when that is done. 

Mr. Lex. There is one claim still to be processed through this com- 
mittee, but that is the last one. 
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Mr. Preston. There are nine new positions in this appropriation. 

Mr. Lee. Yes, and they are associated with the development project 
on the new type of runway light which we think will be considerably 
more effective under low visibility conditions. 

Mr. Preston. Actually you have plus 32 man-years, have you not? 

Mr. Basniaur. Yes. 

Mr. Leer. That is because we are carrying certain positions for a 
full year here, which were only financed for a partial year in this fiscal 
year 1955. 

" Mr. Preston. Are these the people you employed when they passed 
the $22 million appropriation for the Federal aid to airports? 

Mr. Leer. That is correct; yes. 

Mr. Preston. Where are these nine additional positions, in what 
area? 

Mr. Basniaeut. They are in the airport lighting development project. 

Mr. Preston. You have been running that project for a long time. 

Mr. Ler. We did not have anything in it last year. 

Mr. Preston. You have been carrying on research for quite a while. 

Mr. Basnicur. Several years ago we did do an amount of research 
in the airport area. Two years ago when the technical development 
and evaluation program was reduced down to a level of $750,000 
we stopped doing work in the airport area. The only such work 
that we have done since has been for the military services and for 
which they transferred funds to the laboratory. What we are pro- 
posing here is a project to work on airport lighting. There have been 
some new developments in this field that will increase the visibility 
of lights. That will help very materially if the technical require- 
ments can be worked out to reasonable standards. 

Mr. Preston. What is the total cost of that project? 

Mr. Basnicut. Forty-one thousand dollars. 


ESTABLISHMENT OF AIR NAVIGATIONAL FACILITIES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate ahitaieaiieeaeatl $7, 000, 000 $5, 000, 000 $23, 000, 000 
Unobligated balance brought forward _-_--........--- ; 15, 187, 127 14, 150, 901 8, 319, 167 
Reimbursements from non-Federa)] sources______- ; 4, 906 34,488 |__.___- 

Reimbursements from other accounts. -_......_._....--..------ 916, 077 753, 012 750, 000 


Total available for obligation 23, 108, 110 19, 938, 401 32, 069, 167 
Unobligated balance carried forward __- = —14, 150, 901 —8, 319, 167 —12, 819, 167 
Obligations incurred __- was 8, 957, 209 11, 619, 234 19, 25), 000 
Comparative transfer to “ Operation ‘and re -gulation, Civil 
Aeronautics Administration”: 
UO RI sk rad ha ot aise eancrsninrernereicbere ne , 837,009 | —1,831, 734 
Reimbursements from non-Federal sources —1, 642 
Reimbursements from other accounts. ................-.- —18, 470 — 35, 858 


Total obligations i 7, , 730 9, 750, 000 19, 250, 000 





Note.—Reimbursements from non-Federa sources above are from the procee eo of “— of personal prop- 
erty (40 U. 8. C. 481 (c)), and servicing of aircraft for foreign governments (49 U. . 1154). 
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Obligations by activities 


Description 


Direct Obligations 


. Air navigation, electronic, and visual facilities 

. Intermediate landing RS oe ee a 
. Air traffic control towers and centers 

. Aeronautical communications stations. ---................. 
. Housing, utilities, and miscellaneous 


Total direct obligations 
Obligations Payable Out of Reimbursements 
Reimbursements from non-Federal sources 
1. Air navigation, electronic, and von facilities 
Reimbursements from other accounts: 
1. Air navigation, electronic, and visual facilities 
Total obligations payable out of reimbursements 


Total obligations 


1954 actual 


$1, 293, 357 
217, 245 

1, 304, 115 
1, 967, 961 
1, 416, 539 


6, 199, 217 


4, 906 
897, 607 


32, 846 
717, 154 


1955 estimate | 


1956 estimate 


$7, 566, 000 
268, 000 

6, 687, 000 
3, 399, 000 
580, 000 


18, 500, 000 


750, 000 


750, 000 





9, 750, 000 





7, 101, 730 | 


Obligations by objects 


Object classification 


CIVIL AERONAUTICS ADMINISTRATION 
Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grades 


Ungraded positions: Average salary__.............-.------ 


Personal service obligations: 
Permanent positions 
Positions other than permanent 
lar pay in excess of 52-week base 
Payment above basic rates 


Total personal service obligations 
Direct Obligations 


Personal services 


Other contractual services: Services performed by other | 


Equipment 


Rae NEE EIU. 2S Wann boon cennrececencennnsas 


Taxes and assessments 
Total direct obligations 
Obligations Payable Out of Reimbursements 


Personal services 
Equipment 


Renee Ges NR a 5 i UE hi a ccc eksnmenmeinnd 


Taxes and assessments 
Total obligations payable out of reimbursements 
Total obligations 
ALLOCATION TO NATIONAL BUREAU OF STANDARDS 
Other contractual services 


ALLOCATION TO DEPARTMENT OF THE NAVY 


| 1954 actual | 1955 estimate 


canneries 


frcnctnaomantninarnecinnnn 


19, 250, 000 


1956 estimate 





| 
$5, 043 $4, 955 
GS-8.1 GS-7.9 


$3, 764 | $4, 117 





GS-79 
$4, 336 








$1, 527, 902 | 
378, 015 | 

5, 870 | 

43, 529 | 


6, 414 


$1, 667, 620 | 
400, 000 | 


| 


70, 916 | 


$2, 162, 349 
425, 000 

8, 317 

85, 000 





1, 955, 316 | 


2, 144, 950 | 


2, 680, 666 








1, 966, 190 


125, 366 
1, 940, 000 


2, 291 


4, 964, 044 | 


8, 997, 891 | 


110, 000 | 


206 


461, 034 | 


| 


750, 000 | 


aaa" 


7, 100, 745 


EET GUANO EE BIC T INN aie wccesreindecintcnenpiencessts 


9, 747, 891 | 


2, 495, 961 


458, 000 

9, 200, 000 
6, 343, 977 
2, 062 


18, 78, 0 000 


184, 705 
100, 000 
465, 110 

185 


750, 000 


19, 250, 000 





ooo 


nei oe 
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Obligations by objects —Continued 


Object classification 


SUMMARY 


Total number of permanent positions 
Full-time equivalent of all other positions 


Average number of all employees-.-.-.--...........-..-.----..-- 


Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grades 
Ungraded positions: Average salary 


Personal service obligations: 
Permanent positions 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal service obligations 


Direct Obligations 


i mn a 


07 Other contractual services 


Services performed by other agencies 


09 Equipment 


10 [eee i ic nous cach ideueaen a 


Taxes and assessments 


Total direct obligations 


Obligations Payable Out of Reimbursements 


Personal services 
Equipment 

Lands and structures 
Taxes and assessments 


Total obligations payable out of reimbursements 


Total obligations 


$5, 043 | 
GS-8.1 
$3, 764 | 


$1, 527, 902 
378,015 | 
5, 870 | 
43, 529 | 


| 
$4, 955 | 
GS-7.9 | 
$4, 117 | 


$1, 667, 620 
400, 000 | 
6, 414 | 
70, 916 | 


2, 144, 950 | 


1954 actual | 1955estimate | 1956 estimate 


G8-7.9 
$4, 336 


$2, 162, 349 
425, 000 

8, 317 
85, 000 





1, 955, 316 | 


1, 794, 319 
985 
307, 504 | 
1, 689, 965 | 
2, 403, 171 
3, 273 | 


| 

} 

1, 966, 190 | 
2, 109 
125, 366 
1, 940, 000 
4, 964, 044 

2, 291 | 


458, 000 
9, 200, 000 
6, 343, 977 

2, 062 





6, 199, 217 


| 

160, 997 | 
525, 602 | 
215, 619 | 
295 | 


902, 513 


9, 000, 000 
| 

178, 760 

110, 000 

461, 034 

206 


750, 000 | 


18, 500, 000 


184, 705 





7, 101, 730 


Analysis of expenditures 


9, 760, 000 | 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Obligated balance brought forward 
Obligations incurred during the year 


Reimbursements ans aghani 

Obligated balance carried forward 
Total expenditures 

Expenditures are distributed as follows: 


Out of current authorization 
Out of prior authorization 


| 1954 actuat | 1955 estimate | 1956 estimate 
| } 


| 
| 


8, 957, 209 


14, 143, 129 


—920, 983 
—1, 778, 792 


| 11, 443, 354 | 


} 11, 443, 354 { 


13, 398, 026 | 


orld Rial 
| $5, 185, 920 | $1, 778, 792 


11, 619, 234 


—787, 500 
—1, 595, 526 


11, 015, 000 | 


$1, 595, 526 
19, 250, 000 


20, 845, 526 
—750, 000 


—12, 095, 526 


8, 000, 000 


Mr. Preston. We will now take up the next item, the establish- 
ment of air navigational facilities. This appears on page 28 of the 
committee print and on page 332 of the justifications. 

We will insert at this point in the record pages 332, 335, 336, 337, 


and 338 of the justifications. 
(The pages referred to are as follows:) 
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Civit AERONAUTICS ADMINISTRATION 


ESTABLISHMENT OF AIR NAVIGATION FACILITIES 


Summary of requirements 


Appropriation, 1955_-.------ ila acest iis Sees on aa eeanimei aeake $5, 000, 000 
Deduct: 1955 projects program... hid Radahawe 


Base for 195€ 
Net difference, 1956 over 1955: 


Requirements Difference, 
ee ey 


1955 1956 | or de- 
adjusted estimate | Crease (—) 
| 


By activity 


Air navigation, electronic and visual facili- 

ties. aie dea |.....------.| $8, 307,740 | +-$8, 307, 7 
Intermediate landing fields... ._.----- ; --| 104, 050 +104, 050 
Air traffic control towers and centers ’ 10, 497, 325 +10, 497, 325 
Aeronautical communications stations - - ae ---| 4,883,285 | +4, 883, 285 
Housing, utilities, and miscellaneous. - +207, 600 
To be applied to 1956 program from avail- 

able funds = -1 000, 000 —1, 000, 000 


New program requirements: | 





Groene feqmiremoents... «.s.......24.......].. 23, 000, 000. +23, 000,000 +23, 000, 000 





Total estimate of appropriation, 1956_..--......---- L aaht haomu sere eaten 23, 000, 000 


ESTABLISHMENT OF AIR NAVIGATION FACILITIES 


IIT. Summary of requirements by activities 


| Page 
Amount | No. 


| Number | 
| of units | 





A. AIR NAVIGATION, ELECTRONIC AND VISUAL FACILITIES 


VHF omnirange program: 
. Establish very high frequency omniranges 
2. Relocate very high frequency omniranges_-_. ‘ 
3. Provide improved identification keyer mechanisms y | 
. Convert very high frequency omnirange 5-loop antenna array to | 
4-loop array 
. Provide for ground checking of very high frequency omniranges__- 
). Establish distance-measuring equipment at very high frequency 
omniranges.-_-__- f , 318, 400 | 
7. Improve antenna of distance-measuri ing equipment 22, 000 | 
Instrument landing system program: 
8. Relocate instrument landing system, Oakland, Calif 88, 530 | 
9. Provide directional localizer equipment, Los Angeles, Calif_.____| 1 52, 530 
10. Improve glide slope facilities. ............___- | 111, 265 | 
11. Install power transmission line, instrument landing sy stem outer 
Os SN IN nando an cossanaccenncoscsectees 27, 500 | 
Low/medium frequency radio range program: | 
12. Relocate radio range, Anchorage, Alaska 166, 300 
13. Relocate high-powered homing beacon, Canton Island 39, 225 
Lighting systems program: 
14, Install standard approach lighting and repair of an existing sys- 
UN nce ones 975, 650 | 
15. Relocate and convert: approach’ lights to standard configuration, | 
Oakland, Calif. —_ 188, 050 | 
Airborne radio equipment: 
16. Install VHF air-ground communications equipment. - -------_--| 33 166, 440 
17. Provide additional glide slope receivers. : 11, 580 | 
18. Provide test sets for automatic pilot flight path control equip- 
ment...... d 4, 030 
19. Provide resistance v oltage converter for use with course line com- 
puter equipment ‘ . 36, 400 
20. Equip foreign-based aircraft and repair shops... -- be ed wkd 35, 000 
21. Install radar safety beacons - - _-- - : ‘3 nen 7 343, 140 


Total, air navigation electronic and visual facilities...._____- 8, 307, 740 


R. INTERMEDIATE LANDING FIELDS 


. Sealcoat runway, Canton Island..-...... ---- ee oS 1 104, 050 


Total, intermediate landing fields. ..................-.....-.-- 104, 050 
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II. Summary of requirements by activities—Continued 


= } 
Number | 


Page 
of units Amount 


No. 


——— 


C, AIR TRAFFIC CONTROL TOWERS AND CENTERS 


Airport traffic control towers: 
1. Establish airport traffic contro] towers _ - . $174, 480 
2. Relocate airport traffic control towers : 91, 870 
3. Install very high frequency air-ground communications channels 
in towers... -- Ad 207, 460 
4, Install additional flight data positions in stat ion/towe rs__ 33, 200 
5. Establish combined station/tower facilities - - : | 213, 710 
Air route traffic control centers: 
6. Relocate traffic control centers As ; ‘ 120,710 
7. Relocate traffic control center, overseas-foreign aeronautical 
control station, and com bine station and tower, Honolulu, T.H- 171, 115 
8. Install very high frequency air-ground communications channels, 
centers. | t 37, 260 
9. Establish periphe ral communications channels for centers. j 429, 960 
. Establish radar-type centers, New York and Chicago . ; 1, 523, 000 
11. Establish secondary radar facilities____ 5s 5, 803, 660 
. Install standby airport surveillance re adar equipment, Chicago 
(Midway)... teil bh tt ha ace . 29, 230 
3. Establish radar control rooms. __- Phone ~haa te § 68, 780 
. Resite or lower airport surveillance radar antennas.___- 244, 430 
. Install additional airport surveillance radar repeater scopes-. 5 400, 500 
}. Install visual-aural coordination systems 23 | 23, 000 
. Provide circular polarization, airport surveillance radar facilities_| 25 380, 000 
. Install new stabilized local oscillators (stalo) at airport surveil- | 
lance radar facilities 5s 178, 360 
000 9. Establish horizontal er radar scopes in radar control rooms 
. and radar center--. .-__- Bat y ascuated j 366, 600 


Total, air traffic control towers and centers____.......------ * 10, 497, 325 
D. AERONAUTICAL COMMUNICATIONS STATIONS 


1, Change frequency band, Alaska radio fixed-communications system _- 
2, Relocate communications station, Boston. - - 

3. Provide transcribed broadcast service . vit eee ae 

4. Establish remote VHF air-ground facilities_______- 


Total, aeronautical communications stations..................-- 
E. HOUSING, UTILITIES, AND MISCELLANEOUS 
1, Consolidate station on north side, Canton Island_._._- obi 207, 600 
Total, housing, utilities, and miscellaneous_--__..........-------- wae? 207, 600 
Grand total, establishment of air-navigation facilities__.............--- i 24, 000, 000 | 


CARRYOVER OF PREVIOUS YEARS INDIRECT PROJECT COSTS 


Mr. Preston. What is the reason for this difference shown on page 
382 of $23 million and $24 million, which shows as a total on page 335 / 

Mr. Ler. The new appropriation requested is $23 million. In ad- 
dition, we are requesting authority to apply a $1 oalun carryover 
from previous years indirect project costs. The $1 million has al- 
eady been appropriated. 

Mr. Preston. Under the heading of “Establishment of air naviga- 
tion facilities ?” 

Mr. Ler. Yes. 

Mr. Preston. What did we do, appropriate too much money ¢ 

Mr. Basnigur. No, sir. 

Mr. Ler. This is one of the adjustments that comes with a change 
in the appropriation structure whereby the funds for administering 
this program are carried under “Oper ation and regulations.” This 
just includes the actual cost of the projects. 

Mr. Preston. The $1 million ? 
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Mr. Ler. This whole amount does not include any administrative 
costs. The $1 million is taken over from the previous year’s appro- 
priation, which was held in reserve. 

Mr. Preston. I have been under the impression you have allocated 
certain administrative costs to each of the categories we are dealing 
with, but now you say that you have no administrative costs in this 


cate — sow 

Mr. asnicutT. Mr. Chairman, the appropriation EANF for 1955 
included the total cost of equipment, installation of equipment, and 
the overhead requirements until the equipments actually were in oper. 
ation. That might cover a period of 3 years from the time that the 
funds were appropriated until the equipments were placed in serv. 
ice. What we have done here is to revise the appropriation structure, 
as Mr. Lee pointed out. The amounts requested here for new projects 
are only for direct costs of the projects. The overhead cost to ad- 
minister the program over the 3-year period while equipments are 
being acquired, and the sites checked, and all that business 1s budgeted 
under the heading “Operation and Regulation.” This estimate is for 
the direct cost of projects in 1956 in the EANF program. 

Mr. Preston. And the overhead cost is found in the first category 
that we discussed ? 

Mr. Basnicut. “Federal airways,” we think that it makes a cleaner 
operation and avoids the carryover factor of undistributed project 
costs which have frequently caused some concern in our appearance 
before this committee. 

Mr. Preston. On page 204 is found the former budgetary setup and 
the new one that we are operating under now. So far we have failed 
to go into the items on the lefthand side of the pages numbered from 
4 through 9. Now, we must have in the record a short statement as to 
each one of these showing the positions and the amounts because here- 
tofore we took them up as separate items. 

Mr. Ler. May I first supply for the committee, Mr. Chairman, a 
document entitled, “Distribution Costs for 1956 Budget Estimates To 
Revised Appropriation Structure.” It supplies the information. 

Mr. Basnicut. The chart appearing there distributes funds from 
the old to the new basis and identifies the positions and costs as they 
have been distributed. 

Mr. Preston. We will have to examine this and find out what charts 
shall go in the record. 


ESTIMATES FOR VOR AND DME 


Mr. Preston. Mr. Lee, will you give the figures separately on VOR 
and DME that are in the budget now ? 

Mr. Ler. In the 1956 budget we have included sums for 23 VOR’s 
and improvements to installed VOR’s at a total cost of $4,676,225. We 
have also included in this estimate 55 DME’s and improvements to in- 
stalled DME’s at a total cost of $1,376,800. The total for both the 
VOR, DME comes to $6,053,025. 


TACAN 


Mr. Preston. Mr. Lee, you were not given an opportunity recently 
when we were discussing this matter to give your views on this 
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VOR-DME dispute as against TACAN. Are you satisfied with this 
agreement that has been worked out? Is it in the best interests of the 
Government ? 

Mr. Lee. Yes. 

Mr. Preston. You are? 

Mr. Leg. Yes. 

Mr. Preston. I am taking you at your word. 

Will you supply for the committee the figures requested yesterday 
by Mr. Rooney on TACAN ? 

Mr. Lez. Mr. Chairman, I have some figures on the military ex- 
penses for TACAN which have been furnished me through the Air 
Navigation Development Board. I cannot verify them myself, but 
I can inform you they are the figures on expenditures and obligations 
to date. 

The total spent for research and development of the TACAN system 
comes to $9,540,528. The total spent for production of the TACAN 
system, exclusive of the installation costs, comes to $165,506,764.14. 

I have no information with respect to the installation costs. 

Mr. Preston. In other words, you cannot give us a per unit cost 
manufactured and installed ? 

Mr. Ler. No, sir; I cannot. These are just totals. I only have a 
breakdown in the material furnished to me covering the actual con- 
tract between the Department of the Navy and the various manu- 
facturers. 

Mr. Preston. When was the first money expended on TACAN ? 

Mr. Lex. The information that I have here indicates that it was in 
1948 and that was a development contract dated June 29, 1948. 

Mr. Preston. To your knowledge, has the Military Establishment 
of the Government ever called this matter to the attention of the 
Appreaaneare Committee specifically until this year ? 

Mr. Ler. I do not know, Mr. Chairman, whether they have or not. 

Mr. Preston. Is that classified information that you have? 

Mr. Ler. No, sir. This information was furnished to me by the 
Air Navigation Development Board, and I understand this was the 
same information that was introduced in the Military Operations Sub- 
committee of the Government Operations Committee. 

Mr. Preston. Recently ? 

Mr. Leg. Yes. 

Mr. Preston. I would like to make this observation about this item 
that we are discussing: It has been said this is for all construction. 
Therefore, each of these items involves technical instruments. I per- 
sonally shall not undertake to question you about each of these cate- 
gories. I think the question is just simply this, Are these new facilities 
that we can afford? Do you have any questions, Mr. Thomas? 

Mr. Tuomas. I have no questions. 


RADAR EQUIPMENT 


Mr. Bow. How much have you spent for radar, Mr. Lee? 

Mr. Lex. $9 million. 

Mr. Bow. Is that the improved type of long-range radar, longer 
than the ones that you are now using ? 

Mr. Lez. We have two long-range radar sets included in this esti- 
mate for $1,523,000 total. 


61922—55——-18 
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Mr. Bow. Where will they be located ? 

Mr. Lee. New York and Chicago. 

Mr. Bow. With the long-range radar equipment, if a plane does 
not have DME, on its approach the tower can tell him his distance, 
can it not? 

Mr. Lee. With the long-range radar the center would tell him his 
position if they could identify him. One thing about DME, it helps 
identification. 

Mr. Bow. This does not identify ? 

Mr. Lee. Yes. 

Mr. Bow. What is the distance now of this new radar? 

Mr. Ler. The ones that we are using on a temporary basis supplied 
by the Air Force, give us a radius of about 100 miles. 

Mr. Bow. Would that be true of these new ones that will be in: 
stalled ? 

Mr. Leer. Probably so, although we might want to get a little 
greater range. 

Mr. Bow. So actually all planes within the radius of 100 miles will 
be located on the radar screen at the center in New York and Chicago! 

Mr. Ler. Yes. We already have a long-range radar here which 
we are using actively at the present time for radar control purposes, 
Our present plans call for 1 at New York and 1 at Chicago. Now, 
the Air Force is temporarily supplying equipment for New York. 
We also have a Navy-supplied set which is going to be operated at 
Norfolk to assist the Navy in the control of traffic down there. We 
already have one at Washington, D. C. 

Mr. Bow. Do you only have three operations at this time of radar, 
or do you have others of smaller types at other fields? 

Mr. Ler. We have the regular ASR radars in operation. We have 
49 in the program, of which we expect 33 to be operating as of June 30, 
1955, This chart here shows the location of the radars which were 
in operation as of January 1, 1955. 

I would like to complete the record on this long-range radar pro- 
gram. 

We are cooperating with the Air Defense Command in the possible 
use of long-range radar at Boston, San Diego, Olathe, Kans., and 
Spokane, Wash. 

At Boston and San Diego they would be financed by the Navy, and 
at Olathe and Spokane they will be financed by the Air Force. 

Mr. Bow. This would provide additional coverage for long-range 
radar in the airways system ? 

Mr. Ler. Yes. I would like to mention one of the items in this 
radar program, which is the largest item we have, and that is the 
$5.8 million for secondary radar; that is additional to the present 
equipment and would provide for reinforcement of the signal from 
aircraft, so that the aircraft would be visible in all types of precipita- 
tion. With existing radar there is a limited possibility for the identi- 
fication of aircraft ‘through special codes. 

Mr. Bow. How many of your aircraft are now being shown on the 
radar screen throughout the United States? 
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RADAR COVERAGE ON AIRWAYS 


Mr. Lez. In the present program, it only calls for a reading of from 
30 to 50 miles around the terminal, shown on this chart. We would 
hope to get almost complete radar coverage eventually on the four 
busiest airway segments in the United States: 1 from Richmond to 
Boston; 1 from New York to Chicago, which includes Pittsburgh, 
Detroit 

Mr. Bow. And Canton. 

Mr. Lez. Yes. And 2 west-coast segments, 1 from San Francisco 
to San Diego and the other, a rather short 1, between Portland and 
Seattle, but a very busy segment. 

Mr. Bow. Can you insert at this point in the record a short state- 
ment as to the radar and the safety controls in aircraft ? 

Mr. Leg. Yes. 

(The information requested follows :) 


STATEMENT ON THE USE OF RADAR IN THE CONTROL OF AIR TRAFFIC 
AIRPORT SURVEILLANCE RADAR 


This equipment is used in the control of air traffic in terminal areas and 
presents to the controller in pictorial display the position of each aircraft within 
30 to 60 miles radius of the terminal airport. Its use permits the controller 
to greatly reduce the separation standards between aircraft, thereby increasing 
the number of aircraft arriving and departing in a given terminal area. Nor- 
mally, arriving aircraft are vectored by use of radar to the approach gate of 
the instrument landing system for landing on the instrument runway. However, 
when wind conditions require that other runways be used, airport surveillance 
radar permits the controller to vector the aircraft to any runway for a 
surveillance approach. 

PRECISION-APPROACH RADAR 


This equipment is used to effect instrument letdown to an airport and presents 
to the controller in pictorial display the azimuth, distance, and altitude of each 
aircraft on final approach to the instrument runway of the airport. It permits 
the controller to furnish the pilot precise information concerning the position 
and altitude of the aircraft in relation to the instrument runway. The controller 
provides the pilot with heading and altitude changes required to keep the aircraft 
on the correct course and glide angle during the approach for a landing. 


AIR ROUTE SURVEILLANCE RADAR 


This equipment is used to observe and position en route aircraft flying between 
terminals and presents to the controller a pictorial display of aircraft within 
the coverage of the radar which is more than 100 miles in radius. Its use per- 
mits the controller to reduce separation standards from 10 minutes (30 miles 
or more, depending on aircraft speed) between each aircraft to 5 miles, thereby 
expediting the movement and increasing the number of aircraft that can be 
handled between and around terminal areas. Air route surveillance radar is 
very effective in locating and orienting lost aircraft. 


Mr. Bow. That is all I have on this item, Mr. Chairman. 


CANTON ISLAND 


Mr. Preston. Will you explain to us very briefly what you do on 
Canton Island and the nature of the operation up there? 
_ Mr. Lez. The projects for Canton Island are to resurface the land- 
ing area, and to consolidate the activities on the north side of the 
island. As it is, we have had the activities separated so that personnel 
had to travel by boat from one side of the island to the other side, 
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which makes for inefficiency and inconvenience. This is to get all 
of the personnel and activities concentrated at one place. 
The estimate includes $104,050 for sealing the runway—because 


the coral surfacing there is breaking up, and’the operators who are § 


using the field have had severe damage to propellers as a result—and 
$207,600 for a minimum standard of housing for employees. 

Mr. Preston. The British are also on this island ? 

Mr. Basnicut. It is under the joint jurisdiction of the British and 
the United States. The terms of the agreement are such that if either 
country withdraws, the other would have full possession of the island, 
The Department of the Interior is the custodian of United States Gov. 
ernment interests. 

Mr. Preston. The entire island of Canton—— 

Mr. Basnieut. Is under joint control. 

Mr. Preston. It is a joint proposition ? 

Mr. Basnient. Yes. 

Mr. Preston. Are they joining up in this pavement project ? 

Mr. Basnicut. The British have a resident administrator and a 
group of Gilbert Island natives. 

Mr. Preston. What do we have there? 

Mr. Basnicut. We have the airport radio facilities and the staff 
necessary for their operation. 

Mr. Preston. Is this just for civilian purposes ? 

Mr. BasNicut. It serves as the operating point between Honolulu 
and New Zealand and Australia. 

Mr. Preston. We conduct the base for the world; is that correct! 

Mr. Basnicut. That is correct. 

Mr. Ler. I think it permits the use of United States air carriers 
between Honolulu and the South Pacific. 

Mr. Preston. Pan Am? 

Mr. Basnient. Pan Am. 

Mr. Preston. How many people do we have out there ? 

Mr. Basnicut. A complement of 50 employees or a total of about 
100 people including dependents. They have to manufacture fheir 
own power and water. The food is brought in. There is no vegeta- 
tion on the island to speak of. 

Mr. Preston. Can you furnish us figures showing the percentage of 
the takeoff and landing that is done by military aircraft on this field! 

Mr. Ler. Yes. 

Mr. Preston. Do you have any figures on that now? What is your 
judgment as to the extent of its use by the military ? 

Mr. Ler. I will have to supply that information for the record. | 
do not have it with me. 

(The information requested follows :) 


Statement of military traffic at Canton, calendar year 1954 


Number of a 
landings and rapes 
takeoffs of tota 





st! 


ql 
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RADAR INSTALLATIONS DURING CURRENT FISCAL YEAR 


Mr. Tuomas. Do you have a list with you that will show the in- 
stallations with this year’s money ¢ 

Mr. Basnicut. Radar installations? 

Mr. Tuomas. Yes. 

Mr. Basnicut. Or the other installations—the long-range radar. 

Mr. TuHomas. I did not mean to interrupt the chairman with 
questions. 

Mr. Basnicurt. I will get that for the record. 

Mr. Preston. Very well; put that in the record. 

(The information requested follows:) 


STATUS OF RADAR PROGRAM 


1. Airport surveillance radar (ASR) .—This equipment is used in the control of 
air traffic in terminal areas. The CAA program through fiscal year 1956 is as 
follows: 

ASR OPERATING AS OF JANUARY 1, 1955 (28 UNITS) 


Atlanta, Ga. Milwaukee, Wis. 

Birmingham, Ala. Minneapolis, Minn. 

Boston, Mass. Newark, N. J. 

Chicago, Ill. (Midway) New Orleans, La. (Moisant) 
Cleveland, Ohio New York, N. Y. (International) 
Columbus, Ohio New York, N. Y. (LaGuardia) 
Dallas, Tex. Norfolk, Va. 

Detroit, Mich. (Willow Run) Oakland, Calif. 

Houston, Tex. Pittsburgh, Pa. (Greater Pittsburgh) 
Indianapolis, Ind. Portland, Oreg. 

Jacksonville, Fla. St. Louis, Mo. 

Kansas City, Mo. San Francisco, Calif. 

Los Angeles, Calif. Seattle, Wash. (Seattle-Tacoma) 
Memphis, Tenn. Washington, D. C. 


ADDITIONAL ASR PROGRAMED THROUGH FISCAL YEAR 1956 (17 UNITS) 


Anchorage, Alaska Honolulu, T. H. 

Baltimore, Md. (Friendship) Knoxville, Tenn. 

Buffalo, N. Y. Long Beach, Calif. 

Burbank, Calif. Louisville, Ky. (Standiford) 
Charleston, W. Va. Miami, Fla. 

Chicago, Ill. (O’Hare) Nashville, Tenn, 

Covington, Ky. (Greater Cincinnati) Philadelphia, Pa. 

Denver, Colo. Salt Lake City, Utah 

rt. Worth, Tex. (Amon Carter) 


Six ASR-1 units are being replaced by newer equipment and will be available 
for dualized installation at three additional locations. 

2. Precision approach radar (PAR) .—This equipment is used to effect instru- 
ment letdowns to an airport. The CAA program through fiscal year 1956 is as 
follows: 


PAR OPERATING AS OF JANUARY 1, 1955 (10 UNITS) 


Atlanta, Ga. Minneapolis, Minn. 

Boston, Mass. Newark, N. J. 

Chicago, Ill. (Midway) New York, N. Y. (International) 
Cleveland, Ohio New York, N. Y. (LaGuardia) 
Los Angeles, Calif. Washington, D. C. 


ADDITIONAL PAR PROGRAMED THROUGH FISCAL YEAR 1956 (13 UNITS) 


Anchorage, Alaska Philadelphia, Pa. 

Dallas, Tex. Pittsburgh, Pa. (Greater Pittsburgh) 
Detroit, Mich. (Willow Run) Portland, Oreg. 

Houston, Tex. St. Louis, Mo. 

Indianapolis, Ind. San Francisco, Calif. 

Kansas City, Mo. Seattle, Wash. (Seattle-Tacoma ) 
Oakland, Calif. 
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3. Air route surveillance radar (ARSR).—This equipment is used to observe 
and position enroute aireraft flying between terminals. The CAA program 
through fiscal year 1956 is as follows: 

ARSR operating January 1, 1955: Washington, D. C. 

Additional ARSR programed through fiscal year 1956: New York, N. Y 
Chicago, Ill. 


COST OF CANTON ISLAND TO CAA 


Mr. Preston. I would also like to have the record show the total 
cost of the operation of this base to the Civil Aeronautics Adminis. 
tration. 

Mr. Lee. Yes. 

(The information requested follows :) 


The cost to the CAA of operating on Canton Island is estimated at $640,0M 
for fiscal year 1956. 


AIRBORNE RADIO EQUIPMENT 


Mr. Preston. Mr. Lee, you might speak briefly to the item found 
on page 336 under the heading “Airborne radio equipment.” 

Mr. Ler. Item 16, VHF, air-ground communications, equipment, 
involves the replacement of the present limited channel surplus radio 
equipment which we have in the aircraft. 

The new equipment consists of 360 channel equipment, which will 
be used for testing of the air-navigation facilities and for communica- 
tions. The present limited number of channels is insufficient ; actually, 
we are increasing the number of communication channels all the time. 
This is necessary on all aircraft to get complete coverage of all channels, 

The next item, No. 17, page 336, is to provide additional glide 
slope receivers. 

This is for 12 units at $965 apiece, one each for regions 1, 3, 5, and 6, 
2 each for regions 2 and 4, one for an aircraft based here in Washing- 
ton; 3 for repairs and spare parts. This is to provide the equipment 
necessary for testing of all ground stations also. 


TEST SETS FOR AUTOMATIC PILOTS 


Item 18 on page 336 provides test sets for automatic pilot flight path- 
control equipment, and is to test the equipment we have for automatic 
approach to landing. As you know, we are looking forward to the 
time when most plane operation will be conducted automatically. 
And we need these test equipments for flight testing ground installa. 
tions. We have thirteen, 1 each for regions 1, 3, 5, and 6, Washing: 
ton National Airport, the aeronautical center; and 2 each for regions 
2 and 4: and 1 for the training of the electronics specialists at Okla- 
homa City, 1 spare set and 1 for special test purposes in the Airways 
Engineering Division. 


RESISTANCE VOLTAGE CONVERTER 


Item 19 on page 336 provides for a resistance voltage converter for 
use with course-line computer equipment. We have 28 units at $1,500 
apiece. Thirteen units for Douglas aircraft (12 for DC-3 and 1 for 
DC-4) ; 1 unit for the Airways Engineering Division ; 2 for Oklahoma 
Ciyt training purposes; 3 spares and 9 for flight inspection aircraft 
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radio shops. This is in connection with the need to increase the 
number of available paths to be flown through use of VOR/DME. 
This provides for flight offset courses. 


RADAR SAFETY BEACONS 


Item No. 21 is for the installation of radar safety beacons. This is 
a part of the secondary radar program. This provides the aircraft 
with beacons which will operate with the secondary radio installa- 
tions at our ground stations. 

On the secondary radar program, Mr. Chairman, I would like to 
state that the program is being developed so as to be compatible with 
the military secondary radar; so that radar returns from both civil 
and military aircraft can be integrated on one radar display. 

Mr. Chairman, on the secondary radar ground equipment, I have 
a list of the locations if the committee would like to have it. 


AERONAUTICAL COMMUNICATIONS STATIONS 


Mr. Presron. Explain the item on page 338, 4, 883,285 under the 
category, “Aeronautical communications stations.” 

Mr. Lire. Mr. ( ‘hairman, the principal item there is $4,571,000 for 
the change of our Alaska communications system from the 40 to 50 
megacye le band, over to the 70 to 100 megacycle band. This was men- 
tioned’ briefly yesterday. Actually, we received the original frequency 
allowance for this system back in 1945. At that time there was prac- 
tically no use of the band i in the United States, it was the only band 
available, and we were a primary user of the available ground equip- 
ment. In the higher frequency band more repeater stations are re- 
quired ; due to the characteristics of the low frequency equipment you 
can place them father apart. 

Now, since 1945—and may I add that the original allocation was 
on a noninterference basis—there have been many domestic systems 
instituted using the 40 to 50 megacycle band. They are principally 
the police 1 radio and radios used in connection with railw ay and rapid 
transit operations, and there now are a lot of them in this country. 


SUNSPOTS 


Weare coming to the cycle in the sunspot intensity when the Bureau 
of Standards tells us we will have extreme interference between the 
Alaska communications and the domestic communications. 

Communications are absolutely essential in Alaska for the operation 
of both civilian and military aircraft. From our work with the 
Bureau of Standards we have come to the conclusion that it is abso- 
lutely essential that we fix on a higher frequency band. 

I have here a chart which shows what we have—here is the 11-year 
cycle of sunspots. This record of sunspots goes back to 1890 and the 
forecast indicates it will reach its peak around 1957 or 1958. 

When you have high sunspot activity, you have extreme ionization 
of the outer atmosphere by the sun. This causes reflections back from 
the ionosphere in parts of the radio spectrum which would normally 
go right through. 
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Now, in the higher frequencies, we do not have this phenomenon 
and we do not have the interference because of reflection. 

Mr. Preston. Mr. Lee, is it fair to assume that if we fail to provide 
for this job, the military will proceed to the establishment of its own 
system, and as it is now, they use a joint operation ? 

Mr. Lee. I do not know whether they would establish their own 
system. This is a program which is worked out with the military. 


LIQUIDATION OF CONTRACTS 


Mr. Preston. What about this matter on page 358, for the liquida- 
tion of contracts authorization, $7 million. When was that authoriza- 
tion granted ? 

Mr. Basnieut. This contract authorization, Mr. Chairman, was last 

anted for the fiscal year 1951, in the amount of $13.5 million. There 

as been a total of $52 million in contract authorizations. This $7 
million, if appropriated, will put the whole program on a cash basis. 

Mr. Preston. Is there any contract authorization in this bill? 

Mr. Basnicur. No. 

Mr. Tuomas. You mean this will liquidate all outstanding contract 
authorizations ? 

Mr. Basnicut. Under this appropriation. There is one other ap- 
propriation for the—— 

r. THomas. I am talking about this equipment item. 

Mr. Basnicut. That is correct. 

Mr. Preston. Are there any other questions on this item ? 


Fripay, Aprin 22, 1955. 
GRANTS-IN-AID For AIRPORTS 


Amounts available for obligation 





Appropriation or estimate 
Unobligated balance transferred from ‘“Federal-aid airport | 
program, Federal —_—— Act, Civil Aeronautics Adminis- | 
tration” (pursuant to Department of Commerce Appropria- | 
I A Eo eli tin n eceninasensganducrs nth blseeidasdithediecncasecguns -|--------------| 150, 000 


Obligations incurred 11, 150, 000 
Comparative transfer from ‘“Federal-aid airport program, | | 
Federal Airport Act, Civil Aeronautics Administration’’__-- $317,889 | $22,350, 135 


Total obligations. - -.-- be bbirhiniaxdpliddbenttaathe «diet 317,889 | 22,350, 135 | 11, 150, 000 


Obligations by activities 


Grants for construction of airports: 
$317, 889 
22, 350, 135 
11, 150, 000 
Obligations by objects 


11 Grants, subsidies, and contributions: 
954 
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Analysis of eepare 


1954 actual | 1955 estimate | 1956 estimate 





Obligations incurred during the year_- : $11, 150, 000 
Obligations transferred from “Federal-aid ‘airport program, 
Federal Airport Act, Civil Aeronautics Administration” | 
(pursuant to Department of Commerce seeyaae Act | 
of 1956) 2a ote ty 16, #35, 801 
| lalla an 7, 585, 801 
Obligated balance carried forward__..........................-}.--.--------- ‘ ~i8 585, 801 





ee os an ahwesimtucdades eles 12, 000, 000 


Expenditures are distributed as follows: 
Out of current authorizations 1, 200, 000 
Out oF prnar qustmormmetiems..... 56.5. 60 deees css enc adees et ceeielbient SR dee od 10, 800, 000 


Mr. Preston. The committee will come to order. 

The first item we will take up this morning will be grants-in-aid 
for airports appearing on page 35 of the committee print and page 
360 of the justifications, which page we will insert in the record 
at this point. 

(The justification page referred to is as follows:) 


GRANTS-IN-AID FOR AIRPORTS 


Summary of requirements 


Appropriation, 1955-- 
Comparative transfer from ‘“Federal-aid one: program, Federal we Act, 

Civil Aeronautics Administration”’ ; $20, 750, 000 
Deduct: 1955 projects_ - AS SS ER nitieda scuienesebcqsubonegens ee 


Base for 1956 
Net difference, 1956 over 1955: 
oe gram requirements for 1956-__ --- is lle hal ditiigitet od Sechaba bee SO 
Less: Unobligated balance transferred from “Federal-aid airport program, 
Federal Airport Act, Civil Aeronautics Administration” si —150, 000 ‘ 
————— $11, 000, 000 





Requirements | Difference, 


|increase (+) 

le- 

1955 1956 ord as 
adjusted | estimate a (~) 


By activity 


Grants for construction of airports. --_-------- |$11, 150, 000 |-+$11,150,000 
Transferred from ‘Federal-aid airport program, | | 

Federal Airport Act, Civil Aeronautics Adminis- | | 

WEY Cet eeetnsharssdndhuneudabennivadd ‘ ------------] —150,000} —150,000 





Gross requirements 11,000, 000 |+11, 000,000 +11, 000,000 





Total estimate of appropriation, 1956- Z 11, 000, 000 


Mr. Preston. This amount is for $11 million. We have talked 
about this on and off all through the hearings, so I do not think we 
will be required to take as much time as we might if we had not 
already discussed it. 

We know the background of the request, how it originated, what 
the Bureau of the Budget did after the Secretary had established 
his figure, that having already been testified to. 

Now, we would like to start at this point to put such formation as 
we can in the record. 
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REVIEW OF PRESENT STATUS OF AIRPORT ACT 


Mr. Ler. Mr. Chairman, I would like to review very briefly the 
present status of the Airport Act. 

The act was enacted in 1946 and has been extended to 1958. The 
total authorization for projects is $520 million. To date we have 
had authorizations of $236,221,154, of which $214,239,701 has been 
for projects and $21,981,453 for administration. 

The program has fluctuated from a high of $45 million appropriated 
in 1947 to a low of zero dollars requested in 1954. 

As of March 1, 1955, there have been 1,204 airport-development 
projects under 2,492 grant agreements. 

I would like to refer now to the national airport plan of 1953 
end the supplement to that plan bringing it up to date for 1954, 
These documents have already been Feariaied to the committee. 

I would like to point out in connection with the national airport 
plan some new material which we have on the national system of 
airports, 

TRAFFIC INTERCHANGES 


I have here 3 charts showing the traffic interchange between: first, 
New York and other communities in the country; second, Los Angeles 
and other communities in the country; and thirdly, the traffic flow 
of 1 company having 3 aircraft used for business purposes. 

You will see from this first chart that New York interchanges 
traflic with all sections of the country. In 1953 New York had 
6,700,000 enplaned and deplaned domestic passengers, and had traffic 
with 452 communities throughout the United States. Of these, 47 
communities had more than 25,000 passengers interchanged with New 
York and 67 communities had between 5,000 and 25,000 passengers. 

In the second chart we have a similar situation shown for Los 
Angeles which in 1953 had 2,800,000 enplaned and deplaned domestic 
passengers. Los Angeles interchanged traffic with 436 communities 
in the country. Of these 21 communities had an interchange of more 
than 25,000 passengers each and 32 communities had between 5,000 
and 25,000 passengers each. 

You will see there that the concept is clear that the Los Angeles 
Airport cannot be considered alone; it must be considered in connec- 
tion with all the other airports in the country with which it inter- 
changes traffic. 

The third and last chart I have shows a corresponding situation 
for the business use of aircraft, and I would like to point out that 
more and more in this country industrial firms are looking at airport 
facilities in connection with their subcontractors and the sites they 
are selecting for new plants. 

We are going through an age of decentralization of manufacturing 
facilities and we find that an airport facility is one of the essentials 
in making business grow and permitting this decentralization. 

This chart here shows the airports utilized in 1954 by the J. I. Case 
Co. of Racine, Wis. This company has 2 twin-engine Beechcraft 
and 1 single-engine Cessna. In 1954, these 3 aircraft landed at 395 
airports. You will notice that the airports visited covered the west 
coast, Texas, Florida, and up into New England, and throughout the 
Middle West. 
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This is a small fleet of aircraft compared with some of the other 
companies, and is merely an indication again of the fact that one air- 
port alone cannot be considered the total national system of air- 
ports. That is what we have attempted to do in the national airport 
plans which have been submitted to the committee. 


FORMULA FOR DETERMINING ELIGIBILITY FOR FEDERAL AID 


Mr. CLEvENGER. You no doubt have some formula that you use for 
the recognition of airports, based upon the number of planes based 
thereon. Has there a rule been adopted recently ? 

Mr. Lez. We have a basic formula, as you say, Mr. Clevenger, for 
eligibility for Federal aid. This formula was first contained in the 
airport planning standards dated July 1954, which I have here. This 
airport planning standard sets a cutoff point of either 3,000 enplaned 
passengers a year from an airport, or 30 airworthy based aircraft, 
or some combination of the 2 factors. 

Mr. Cievencer. The reason I asked the question is because we have 
some places where there is a potential for business aircraft for devel- 
oping new business, but it is difficult for them to bring up the enplaned 
passengers without having some facilities for them. I have in my 
district an airport of that kind. I think there are some 20 planes 
there. Probably they could bring them up to 30 if it were necessary. 
It is the Bryan Defiance Airport. They have made inquiries of me 
about it. We have one manufacturer that has a Cessna and a Beach- 
eraft, and they are talking about adding a third plane. They have 
four branch plants. They have 1 in California, 1 in Columbus, Ohio, 
1 in Cleveland, and have just opened up a new one in Montreal. They 
make specialties largely used by the aircraft industry, lubricating 
equipment of all kinds. 

We have a General Motors plant at Defiance. It isa joint plant for 
two counties. It isa branch out of the Saginaw Division of iron cast- 
ings. They have recently doubled in size. There is the potential 
there for the development of a lot of business. It is a part of that 
decentralization that you spoke of. They brought the plant down 
from Michigan to Defiance 4 or 5 years ago and it has become a big 
plant and has doubled in size in the last year. 

One of the things that they manufacture is castings for diesel rail 
engines. 

[ just wonder if this thing was inflexible, or whether it could be bent 
a little bit to allow for the development of a real need for some aid to 
this airport. 

Mr. Ler. Mr. Clevenger, in the document which I distributed here 
there is some possibility for modification. However, the requirement 
has been fixed on the basis of a determination of where there is a defi- 
nite national interest and that requirement was fixed in this case at 30 
based aircraft. Of course, we have certain cases where there is high 
activity at places where there is no based aircraft and we try to take 
that into account. 

(Discussion off the record.) 

Mr. Ler. In the national airport plan to which I have just referred 
for 1953 we have 1,910 airports in the United States and 150 in the 
lerritories, or a total of 2,060. This plan was prepared on the basis 
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of 1,000 enplaned passengers, or 5 airworthy based aircraft. The sup. 
plement to the plan which I referred to also, the 1954 supplement, 
contains 18 more airports and we have, taking both plans into account 
an estimated deficiency of $292,804,000 Federal Puts, 

The 1956 program has been tentatively prepared and on our pre- 
liminary programing it contained 130 airports. These have been 
selected from $104,923,425 of requests from sponsors who indicate they 
are prepared to undertake work at approximately 500 airports. 


ANALYSIS OF REQUEST FOR FEDERAL AIRPORT AID 


T have an analysis of the requests which have been received totaling 
the amount of approximately $105 million. 

Mr. Preston. We will insert that chart in the record at this point. 

(The chart referred to is as follows :) 


Analysis of requests for Federal airport aid, fiscal year 1956 


38 60 35 | 500 


Aeronautical necessity group Total 
Federal 
funds 
15 and over ! Under 5 | requested 


oe 0&8 $333, 773 | $26, 085, 255 
Site preparation 7, 103, 733 90, 528 ; 309, 030 7, 714, 484 
Runways , 999,896 | 21, 641, 403 

8, 634, 293 2, 000 &, 800, 297 
7, 972, 477 386, 070 8, 494, 427 
2, 771, 210 f 40, 000 3, 059, 304 
CAA building space 556, 360 0 0 0 556, 360 
yt RAS LR SIT. 4, 843, 610 89, 630 


Subtotal, eligible work 74, 763, 264 g 2, 160, 399 
INELIGIBLE WORK REQUESTED 
Land 84, 860 
Fieldwork 2 68, 056 27, 105 
Buildings 222, 158, 837 214, 750 18, 652, 495 
Miscellaneous * 336, 11, 466 40,000 | 2, 400, 130 


Subtotal, ineligible work 22, 854, 150 | 238, 359 161, 265 | 281,855 | 23, 535, 6% 





Grand total 97,617,414 | 1,786,887 | 3,076, 880 2, 442, 254 | 104, 023, 435 


1 Primarily entrance roads and fence. 
? Primarily runway resealing. 
3 Primarily auto parking and utilities. 


Aeronautical necessity group: 
15 and over—Meets criteria of 3,000 passengers or 30 based aircraft or equivalent combination. 
10-14—-M eets criteria of 2,000 passengers or 20 based aircraft or equivalent combination. 
5-9— Meets criteria of 1,000 passengers or 10 based aircraft or equivalent combination. 


Mr. Ler. In the 1956 program we have emphasized the improve- 
ment of existing airports and at those existing airports we have em- 
phasized the safety factors such as clearance of approaches, extension 
of runways, ard improvement of ingress and egress taxiways. 


CRITERIA FOR DETERMINING PRIORITIES OF WORK 


In developing this program we have used certain criteria for deter- 
mining priorities of work in accordance with a document entitled 
“Development of Tentative Fiscal Year 1956 Federal Aid Airport 
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Program,” dated January 1, 1955, which has not been previously dis- 
tributed to this committee. 

This document indicates that priorities will be developed on the 
basis of aeronautical necessity and the nature of the work proposed. 
It specifies that only the building space for communication stations, 
towers, or combined facilities and weather bureau space will be pro- 
vided for in the fiscal year 1956. That excludes other building space 
from Federal participation. It also provides no utilities to serve the 
building space that will be provided; no pavement of access roads 
or automobile parking areas or resealing of runways. 


MERGER OF PRIOR YEAR APPROPRIATIONS 


Lastly, I would like to point out that the language which we have 
proposed is intended to merge prior year appropriations with this 
appropriation. 

The reason for that is that from year to year we recapture certain 
unused balances and we wish to reuse those balances on a merged basis 
with future appropriations. 

Mr. Preston. How much is involved in this? 

Mr. Basnieut. It would vary from year to year. The problem 
involves relatively small amounts that are not used, and as the new 
fiscal year starts these funds need to be merged and added to the 
current year’s fund, so as to be available for airport projects on a 
national basis. 

The wordage here reads, “Shall be accounted for under this head,” 
and an informal opinion of the General Accounting Office indicates 
that unless the record is made clear that the intention is to merge, in 
the absence of the word “merge” from this language the merging of 
the two funds may not be accomplished. 

Mr. Ler. Mr. Chairman, I have an exhibit here which indicates 
our estimated unprogramed balance for the fiscal year 1955 program. 
It contains such items as $40,000 allocated to the District of Columbia 
by statute, which, of course, cannot be spent. 

This fifth column estimates what we may recapture from the various 
State apportionments. You will note that the total is slightly in 
excess of $1 million. 

Mr. Preston. It would have to go back for construction purposes. 
It could not be used for administrative purposes as accounted for 
under this head ? 

Mr. Ler. That is correct. 


BONDS SOLD OR AUTHORIZED FOR AIRPORT DEVELOPMENT 


Mr, Preston. What is the amount of money representing bonds 
which have been authorized, or sold, by the various airport authorities 
ind commissions in the United States based on the proposition the 
funds derived from these bonds will be matched by Federal funds? 

Mr. Ler. The total as of January 1, 1955, was $55,105,689. 

Mr. Preston. I think that we will insert in the record at this point 
the list of communities that have bonds sold or authorized for airport 
(evelopment. 

(The list referred to is as follows :) 





State and city 


Alabama 
Arizona: Phoenix 


Arkansas: 
Little Rock 
Texarkana 


California: 

Oakland 
NUR 6 dary 82 ES ee 
City and county of 
San Francisco__- 


Total 


Colorado 
Connecticut : New Haven_ 


Delaware : New Castle___- 
Total 


Florida : : 
Key West. _.__------ 
Miami 
Panama City 
Pinellas County 

Petersburg) 
Hillsborough 


(Tampa) 


(St. 


County 
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Bonds sold 
or authorized 


35, 000 
335, 000 


10, 525, 000 


None 
115, 000 


115, 000 
150, 000 
150, 000 
95, 000 

3, 942, 800 
43, 560 
150, 000 
187, 500 


4, 418, 860 


Georgia: 
Atlanta 
Fulton 

lanta ) 


County (At- 


Idaho 
Illinois: 
Springfield 


Rockford 

Quincy 

Danville 

Marion-Herrin 

Rock Island-Moline___ 

Murphysboro-Carbon- 
dale 


Indiana 


50, 000 


214, 000 


State and city 


Iowa: 
Clinton 
Davenport 


Total 
NT Fo cits a tain, cn teen ac ence cote 


Kentucky : 


Louisiana : 
Bogalusa 
New Orleans... ~~ 
Shreveport 
Total 
Maine: Rockland 
Total 


Maryland: Baltimore 


(Friendship) 


Massachusetts : Worces- 


Michigan 
Minnesota : 


Grand Rapids ______- 
Minneapolis-St. Paul 


Metropolitan — Air- 
ports Commission__ 
Total 


Mississippi: Jackson ____ 


Total 


Montana: Billings 
Total 


Nebraska 


Bonds sold 
or authorize 


9, 1 
224, 107 


233, 227 


None 


28, 10 


> Op 
23, 36? 


2, 500, Oi 


646, 000 


646, 00) 


175, 000 
175, 00 


None 


ON) 


300, 000 
325, 


125, 000) 


125, 000 
3388, 000 
338, Ol) 


135, 00) 


135, OW 





ds sold 
thorizes 
9, 12) 
24, 107 
38, 227 
ye 


et 
————— 


28, 1 


32, (ii) 
6, 80 


6, Si 


46, 00) 


46, 00) 


75, O00 


T5, OM 


25, (i) 


25, Oi 


—$—$—<$—$<$<— 
—— 


38, 000 


—— 


38, (i) 


a 
—— 


35, ON) 
35, (Oi) 


None 


———— 
——— 


00), O00) 


00), ON) 


——_——_—_ 
—— 


State and city 
New Hampshire 


Bonds sold 
or authorized 


None 


— _ 
aS FS eee 


New Jersey: 
Port of New York Au- 
thority (Newark) —_ 
Port of New York Au- 
thority (Teterboro) 


New Mexico: Clovis 
Total 


New York: 
Buffalo 
Port of New York Au- 
thority (La Guar- 
dia) and New York 
International 
Ogdensburg 


Total 
North Carolina 
North Dakota 


Ohio: 

Akron (Municipal) _—_— 

Cleveland (Hopkins) -_ 

Cincinnati (Blue 
Ash) 

Middletown 

New Philadelphia___- 

Scioto County (Ports- 
mouth) 

Zanesville 


Total 


Oklahoma : 
Anadarko 


Blackwell 
Dunean 
Lawton 
Shawnee 
Tulsa 


Total 


Oregon: 
Medford 
Port of Portland 


Total 
Pennsylvania : 
Blair County 
Port Erie 
North Philadelphia__ 
Philadelphia Interna- 
Wilkes-Barre 


Total 


$3, 869, 000 


379, 000 


150, 000 


194, 400 
2, 092, 500 


1, 817, 500 
36, 280 


35, 000 
33, 490 


27, 250 


, 236, 420 


40, 000 
110, 000 
69, 660 
20, 000 
13, 260 
550, 000 


802, 920 


54, 000 
587, 000 


641, 000 


500, 000 
125, 000 
366, 000 


2, 595, 000 
600, 000 


4, 186, 000 








Bonds sold 
or authorized 
State of 
( Provi- 


State and city 
Rhode Island: 
Rhode Island 
dence) $225, 000 
225, OO 


Total... 


South Carolina: Green- 


50, 000 

South Dakota___- None 
Tennessee : 

100, 000 

, 250, OOO 


, 850, 000 


Texas: 
Amarillo 
Austin 
Corpus Christi 
ON sic arctan: siatnsicinacebestoma 
Fort Worth 
Houston 
San Angelo 
San Antonio 


150, 000 
350, 000 
300, 000 
, 000, 000 
380, 000 
300, 000 

45, 000 

50, 000 


Total , 575, 000 


Utah None 


Vermont None 


Virginia None 

Washington: 
Seattle 
Yakima 


25, 000 

HOO 

Total HOO 
West Virginia: 

Raleigh County 

(Beckley ) 

Mercer County Court 

(Princeton - Blue- 

field ) 195, 000 


252, 500 


BON caittintncceteien 


Wisconsin None 

Wyoming : 
Casper 
Riverton 


500, 000 
40, 000 


540, 000 


Total bonds, United 


States _......-.- 55, 105, 689 
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DISTRIBUTION OF ESTIMATE, 1956, AMONG THE STATES 


Mr. Preston. We will also insert in the record at this point a list 
of States showing the amount apportioned to each State under the 
$11 million level. 


(The list referred to is as follows:) 


Federal-aid airport program—Distribution of $11 million appropriation 


State Apportionment State Apportionment 
Alabama $148, 422 | Oklahoma $149, 359 
Arizona 166, 769 165, 453 
Arkansas 119, 091 | Pennsylvania 337, 628 
California 485, 304 | Rhode Island 22, 570 
Colorado 169, 560 | South Carolina 96, 333 
Connecticut 60, 396 | South Dakota 116, 663 
Delaware 11, 5384 : 141, 717 
District of Columbia 21, 348 3 549, 146 
Florida 151, 205 127, 769 
Georgia 167, 279 : 22, 403 
Idaho 123, 360 | Virginia 142, 537 
I ic ccrlatielemacaaictal 305, 593 | Washington 154, 082 
Indiana 151, 361 | West Virginia 84, 336 

142, 058 | Wisconsin 176, 418 
, 156, 602 | Wyoming 1338, 975 
Nien wich 130, 138 — 
Louisiana 135, 006 Total State appor- 
Maine 68, 474 tionment 
Maryland 77, 960 | Diseretionary funds 2, 662, 500 
Massachusetts 136, 192 Stadia 
Michigan 293, 690 Total funds for 
Minnesota 190, 313 continental United 
Mississippi 119, 999 States 
Missouri 194, 662 
205, 421 Territory 
134, 725 100, 000 
146, 801 aii 100, 000 
New Hampshire 26, 131 | Puerto Rico 100, 000 
New Jersey 138, 746 | Virgin Islands 50, 000 
New Mexico 174, 960 —— -— 
462, 606 350, 000 
175, 629 ——— 
107, 555 
268, 221 


AIRPORT PLANNING STANDARD 


Mr. Preston. We will also insert in the record a document entitled, 
“Airport Planning Standard,” by the CAA, which contains the cri- 
teria used by the CAA in making apportionments and determining 
whether an airport qualifies for Federal aid. 

(The document referred to is as follows :) 


AIRPORT PLANNING STANDARD 
I. PURPOSE 


Under existing policy, Federal aid will be limited to airports serving commv- 
nities which have a significant volume of tangible aeronautical necessity, sufli- 
cient to warrant the expenditure of Federal funds. 

The first purpose of this airport planning standard is to define the term, “a 
significant volume of tangible aeronautical necessity” in a community, as a guide 
to the inclusion of airports in the 1954 national airport plan. Aeronautical ne 
cessity is the sum of all tangible community needs for civil airports. It can be 
divided into two types: 
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1. Aeronautical demand: All tangible need created by the traffic volume of air 
commerce (common carriers engaged in air transportation, i. e., scheduled and 
large irregular carriers) or general aviation (agricultural, industrial, executive, 
charter, corporate, instructional, personal flying, etc.) 

2. Specific requirements: All tangible need that cannot be translated into 
measurable units of air traffic. 

A corollary objective is to determine, under what conditions, a community 
has need for more than one civil airport. 

The second purpose of this airport-planning standard is to define eligible items 
of airport development included in the national airport plan. Each item must be 
considered in the light of its desirability of receiving Federal assistance, recog- 
nizing that any item of development included in the national airport plan is eli- 
gible for inclusion in a project under the Federal-aid airport program. The Fed- 
eral Airport Act defines the plan as specifying “the projects considered by the Ad- 
ministrator to be necessary to provide a system of public airports adequate to 
anticipate and meet the needs of civil aeronautics.” Thus, the national airport 
plan should contain only items of development necessary to accomplish this pur- 
pose. It is from these items that projects are selected for inclusion in annual 
programs of Federal aid, within the limitations of Federal and/or sponsor funds 
and under the prevailing policy for program priority. 


II, AIRPORTS FOR ATR COMMERCE 


A, Aeronautical demand criteria 


Several excellent yardsticks exist to measure and evaluate aeronautical de- 
mand in this homogeneous type of air transportation. Criteria to measure the 
volume of air commerce aeronautical demand in a community should state the 
facts in terms of vehicle activity and the volume of traffic. Vehicle activity is 
stated in terms of scheduled domestic air-carrier departures while the volume of 
traffic is defined in terms of the number of scheduled domestic enplaned airline 
passengers. Airmail and air cargo are highly correlated with passenger traffic ; 
nonscheduled airline traffic is concentrated in the communities with scheduled 
airline service. 

Enplaned passengers and air carrier departures are indexes of primary import- 
ance in air-commerce transportation and are Common to all commmunities having 
scheduled airline service. They establish significant differences between com- 
munities. These differences are capable of measurement. Annual enplaned data 
on passengers, since 1948, are a firm foundation on which to base forecasts. 


BR. Minimum eligibility standards for aeronautical demand 


It is the current policy that Federal expenditures on an airport must he 
warranted by a minimum level of aeronautical activity. This minimum, in the 
case of air-commerce airports, has been set at 3,000 annual enplaned passengers. 
In lieu of 3,000 passengers, the airport must have based civil aircraft sufficient 
to make up the deficit in passengers at the rate of 1 based aircraft for each 100 
passengers. Thus, an airport with 2,000 passengers and 10 based aircraft would 
he eligible for inclusion in the 1954 national airport plan. 


(. Typical airport sizes by hub classifications 

Enplaned airline passenger traffic is concentrated in a relatively few “hubs”: 
i.e, communities with 0.05 percent or more of the United States total. Due to 
differences in traffic volume among the hubs they have been classified as follows: 

Large hubs: Communities that generate 1 percent or more of the total United 
States enplaned domestic airline passengers. 

Medium hubs: Communities that generate between 0.25 percent and 0.99 percent 
of the total United States enplaned domestic airline passengers. 

Small hubs: Communities that generate between 0.05 percent and 0.24 percent 
of the total United States enplaned domestic airline passengers. 

_Nonhubs : Communities which generate less than 0.05 percent of the total 
United States enplaned domestic airline passengers. 

The hub classification has been related to the six TSO-N6a airport service type 
classifications to fix the minimum volume of significant aeronautical demand. All 
communities within a “hub type” qualify, as a rule of thumb, for the typical 
TSO-N6a airport service type designation. 


61922—55 





Typical TSO-N¢6q 
Type of hub: airport designation 
Large 
Medium 
Small 
Nonhub 


The above may be modified one step up or down due to operational requirements 
of the airport in respect to its place in the route structure. Generally speak. 
ing, small hubs whose traffic volume is 0.10 percent or more of the total typicall; 
need an express-type airport whereas those with less than 0.10 percent of the 
total need a trunk-type airport. Deviations from classifications established 
in airline airports must be fully justified. 


D. Aeronautical demand modifiers 


Occasionally, the past or present aeronautical demand in a community under. 
states its potential. Demand modifiers listed below should be considered for 
any community certificated by the Civil Aeronautics Board whose scheduled 
airline traffic falls below the level of a significant volume of air commerce 
aeronautical demand. 

1. While nonscheduled, international airline traffic and other activity not 
measured by the number of enplaned passengers is usually found in communities 
with a significant volume of domestic scheduled airline passengers, the sum o/ 
all such factors should be considered where important. 

2. Communities with seasonal peaks of air carrier service should have their 
actual passenger traffic for the peak part of the year adjusted to reflect estimated 
annual figures proportionate to the seasonal peak. 

E. Specific requirements 

In some cases the justification for the existence or size of an airport is based 
not only upon aeronautical demand but also upon a specific requirement, such as 

1. Route structure and/or equipment.—At times, the route structure and/or 
the equipment in use on the route requires a service type other than that deter- 
mined on the basis of areonautical demand. This may result in an upward 
or downward adjustment in the service type. 

2. Alternate and provisional airports.—There is no question but that weather 
alternates must be available for scheduled airline operations. A provisional 
airport differs from an alternate airport in that it is designed to be substituted 
when the regular airport is not available for reasons other than weather. The 
existence of air-commerce airports, already justified on the basis of airline 
operations at other points and within reasonable distances, generally makes 
it unnecessary to maintain airports solely as provisionals and alternates. T 
need for alternate or provisional use, however, can justify a higher service type 
than indicated by a measurement of aeronautical demand. 

3. Intermediate fields.—In accordance with CAR 40.29 intermediate fields 
must be so placed that a scheduled airplane will never be farther than 100 miles 
from a suitable airport along its route. Along most of the Federal airways 
system, eligible air-commerce airports occur at intervals sufficient to reduce 
the need for intermediate fields. Where eligible airports are not spaced suf- 
ficiently close to meet CAR requirements, a nonqualifying airport may be 
justified as an intermediate field. 


F. Two or more airports in a community 


One air-commerce airport has handled more than 200,000 air-carrier operations 
during 1 year. It is recognized, however, that the peak hour air-carrier opera 
tions at airports (more than 30) tends to put them into a saturated category 
during IFR conditions. With present technical know-how, an air-commerce 
airport with 100,000 or more air-carrier operations annually has reached or 
is approaching the limit of efficient IFR operational capacity. 

A community, therefore, has a potential need for 2 air-commerce airports 
when it has 100,000 or more air-carrier operations, ‘Operations’ rather than 
“departures” are used as a measure in this instance because peak-hour operations 
(both departures and landings) are a better measure of capacity than are peak- 
hour departures alone, The relationship between traffic and aircraft operations 
growth must be studied individually for each of these few large hubs to deter- 
mine the likelihood of the possible potential becoming an actual need. 
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6. New airports 

In addition to new airports justifiable under PF above, some airports in need of 
further development cannot be economically, enlarged or, if relocated, weuld 
better serve a greater number of people. These locations, if the volume of traffic 
is sufficient, warrant the planning and construction of new replacement airports 
to serve the needs of air commerce. 

In a community certificated for air-carrier service by the Civil Aeronautics 
Board, but which is not receiving service, an air-commerce airport may be in- 
cluded in the 1954 national airpert plan if all factors definitely indicate that, 
upon inauguration of scheduled service, the basic criteria of 3,000 passengers will 
be met. 
iH. Seaplane facilities 

Seaplane facilities serving scheduled carriers will be considered on the same 
basis as airports for air commerce. 


J. Heliports 
Heliports will not be included in the 1954 national airport plan. 


III, AIRPORTS FOR GENERAL AVIATION 


j. Aeronautical demand criteria 

General aviation includes all phases of civil air transportation except common 
curriers engaged in air transportation. It is a heterogeneous whole which is 
composed of such diverse activities as business and commercial flying, crop dust- 
ing, instructional flying, etc. Comparable statistics for each community, by type 
and use of airworthy aircraft, are lacking. It is necessary, therefore, to select 
one index that can act as an indicator for general aviation in all communities that 
have less than a significant volume of aeronautical demand for an air-commerce 
airport. Communities qualifying for an air-commerce airport have established 
the need for one civil airport which, with exceptions in some metropolitan areas, 
is adequate to serve general aviation as Well as air commerce. 

The number of airworthy based aircraft at an airport has been selected as the 
best indicator of general aviation activity. Prior use of civil-aircraft figures 
within the CAA confirms and justifies the use of airworthy based aircraft. It 
is obvious that the number of airworthy based aircraft is an index of primary 
importance in general aviation, an indication of vehicle activity and of the vol- 
une of general aviation aeronautical demand in a community. Numbers of air- 
craft establish significant differences between communities which can be meas- 
ured. Data are common to all communities. Furthermore, the number of air- 
worthy based aircraft at an airport is tangible evidence of the degree of com- 
munity interest in aviation and a translation of potential into actual aviation 
interest. Information on the number of airworthy based aircraft should be ob- 
tained by actual counts. Data from Forms ACA—29A, or other sources can be 
used if such records are known to be factual statements of civil airworthy based 
aircraft. 
bh. Minimum eligibility standards for aeronautical demand 


It is the present policy that Federal expenditures on an airport must be war- 
ranted by a minimum level of aeronautical activity. This minimum, in the 
case of general aviation airports, is 30 airworthy based civil aircraft. An airport 
which meets this minimum level is eligible for inclusion in the 1954 national 
airport plan. 

Although airports for general aviation normally require a service type of sec- 
ondary, a larger type than secondary may be included in the 1954 national air- 
port plan if justified on the basis that a secondary airport is not adequate to 
accommodate the type of aircraft which normally use the facility. Use by 
nonscheduled air carriers, or use by twin-engine executive aircraft, indicates 
the need for an airport larger than secondary. 


(. Aeronautical demand modifiers 

In some cases, the number of airworthy based civil aircraft in a community 
way not accurately indicate general aviation aeronautical demand. When the 
humber of airworthy based civil aircraft in a community is less than 30, the 
dezree of use of these aircraft should be explored to determine if they generate 
enough traffic to qualify the community as one with a “significant volume of aero- 
hautical demand.” Such cases will generally fall under one of the following 
leronautical demand modifiers. 
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1. Where an airport has less than 30 based civil aircraft, but its activity js 
at a level of other airports which have 30 or more based civil aircraft due ty 
a typically high use of such aircraft as are based at the airport or due to high 
itinerant traffic. 

2. Where an airport does not have a year-round population of 30 based aircraft. 
but has, during a protracted seasonal period, either 30 civil aircraft normally 
a for such reason or has equivalent traffic. ; 

Where the based civil aircraft at an airport, together with the number of 
airworthy civil aircraft in the nearby area, not based at the airport but regularly 
using it as a primary base for repairs and service, equal 30 or more. 


D. Specifie requirements 


In some cases the justification for the existence of an airport for general avia- 
tion is based not only upon aeronautical demand, but also upon specific require- 
ments, such as: 

1. Where general aviation requires emergency airport facilities because of 
terrain or weather conditions along established well-traveled routes. Along 
such routes emergency airports can be justified only if the distance between 
other airports included in the 1954 national airport plan exceeds 100 miles, unless 
closer spacing is required by topographic configuration. 

2. Where airports are needed for the preservation of national resources or 
to serve the civil needs of Federal reservations or installations, and this need is 
certified by the appropriate Federal agency. Such airports will be limited to 
those which will also serve a useful service as a public airport. 

E. Two or more airports in a community 

The need for a second air-commerce airport in a community is discussed in 
Part II-F. One or more general aviation airports supplementing an air-com- 
merce airport in a community may be included in the 1954 national airport plan 
provided the basic criterion of 30 based aircraft is met. In any case, a com- 
munity is eligible for a second airport to serve general aviation if its air- 
commerce airport has in excess of 100,000 annual aircraft operations of all types. 
F. New airports 

Some general aviation airports which are otherwise eligible, cannot be eco- 
nomically expanded or, if relocated, would better serve a greater number of 
people. These locations warrant the planning and construction of replacement 
airports. 

Other communities, without eligible general aviation airports, have two or 
more ineligible and inadequate facilities. At such locations, if the combined 
aircraft population of the two or more ineligible airports exceeds 30 based civil 
aircraft, one general aviation airport (either improvement of one of the existing 
airports or the development of a new replacement airport) is eligible provided 
that the improved facility will upon completion serve as the base for the aircraft 
now based at the other facilities. 


G. Seaplane facilities 

Seaplane facilities serving general aviation will be considered on the same 
basis as airports for general aviation. 
H. Heliports 

Heliports will not be included in the 1954 national airport plan. 


IV. ITEMS OF AIRPORT DEVELOPMENT 

A. Eligibility 

Any item of airport development in the national airport plan should be one 
that is required strictly for airport purposes and fully meets the current tests 
of an eligible project. 
B. Criteria 

Existing standards of the Office of Airports for the design, construction, and 
improvement of airports have achieved wide recognition in and out of the 
Government. Each item of airport development included in the national airport 
plan should conform to the appropriate standard as established or approved 


by the Administrator. Any departure from the established standards must be 
fully justifiable. 
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(. Cost estimates 


The cost estimates prepared for the national airport plan should include all 
the units or stages of development at an airport which are necessary to produce a 
facility adequate to meet the current needs of civil aeronautics. 


Mr. Preston. Mr. Thomas, do you have any questions ? 
LARGE AIRPORTS BASED UPON TOTAL OPERATIONS 


Mr. Tuomas. Do you have a list, Mr. Administrator, showing, say. 
the 20 or 25 largest airports in the country based upon in and out 
trafic? If so, read them into the record at this point. 

Mr. Lex. The list which I will give you is alphabetic rather than 
by amount of activity, but these are what we call the large hubs in the 
country. 

Mr. Tuomas. Are they based upon the volume of in and out traffic? 

Mr. Ler. Yes. 

Atlanta, Ga.; Boston, Mass.; Buffalo, N. Y.; Chicago, Ill. 

Mr. Tuomas. Do you have them in their numerical order? 

Mr. Ler. We can furnish you that. The most active airport in the 
country is Chieago, Ill. I can furnish full statistics. 

Mr. Tuomas. Will you furnish the first 20 or 25 airports in the 
country in terms of in and out traffic ¢ 

Mr. Ler. Yes. 

(The information is as follows :) 


Airports with CAA airport traffic control towers in rank order of total operations 
calendar years 1953-54 





Rank order Total operations 














Tower ere re 
1954 | 1953 1954 | 1953 
bat le = |— 
Chicago, Il], (Midway) - -..------- bain tice g aod pli eiDiiea t auldakia 5 1 | 1 | 349,363 | 331,338 
Eee Sets. os 25 bc, oc cce encodes canbe aben canoes 2 3 | 279,630 | 269,754 
BN i SO ee i hg i ke at aes 3 2 | 268, 889 276, 423 
SU ne a ee J aekewbinawcaeconas 4 12 | 266, 583 199, 204 
New York, N. Y. (La Guardia)..........---- TEV TR Pe Eat see r 5 7 | 236,012 225, 835 
DOR Oo ee cee Oe Bn a ee 6 8 | 235,362; 223,410 
CUGERMME Seat) th A 2 SS Reh h 2 Rls Lege sie, 7 4 | 223,741 256, 455 
Dalee Fie... aces. SION EONS PR Pk ERO 8 9 | 215,685 | 216, 76¢ 
Atlanta, Ga.....__..- IRS ER RAS TA ea ae 4 6 | 211,674 | 228,830 
EAQRES Te ee COO Ok a dec deed ba 10 30 | 210,507 | 151, 287 
TOU ee oa ee hot a bamadueamude 11 10 | 210, 256 201, 944 
Waster a hae Se ee 12 14 | 202,573 196, 797 
PS aa TS are ss ae ee ee a eee 13 11 | 199, 636 201, 043 
III oe eo aoa ean nab ge one 14 13 | 194,944 198, 014 
FI Ite) oo 883 0 eee eA a ed 15 33 | 192,527 | 145,864 
ee ere eee ee | 16 | 31 | 187,207 149, 231 
CA IE oer ak ite ype ee geeks 17 | 15 | 179,872 190, 104 
MIS Degen hs, ck dk. icdah cc sebhabl ddkn ehabe 18 26 | 179,297 | 161, 360 
SII hn oe coc ucpewennaanndagad 19 27 | 177,354 159,427 
St. Louis, Mo................--- Toi Gch thea dee eed doko 20| 17 | 176,008 | 181,248 
SOI nS TO co canna een nenesnaaen 21 | 28 | 174,844 | 158,213 
Anchorage, Alaska (Merrill).........-..------------------- See 22 | 19 | 172,678 | 175,135 
Giein CeMNERU RIS os ee eta es 23 | 35 | 171,769 141, 811 
Pittsburgh, Pa. (Greater) _______- Rusa a Ney 3d rs ei 24 | 25 | 169,580 | 162,999 
TU a) ca ckcetdameshaae 25 | 23 | 167,449 | 167,051 








OTHER STANDARDS FOR DETERMINING ALLOCATION OF FUNDS 


Mr. Tuomas. What other standards do Nt go by to determine the 
allocation of funds other than the amount of traffic involved ¢ 


Mr. Ler. The basic index we use for determining activity on air- 
ports served by air carriers is the number of enplaned passengers at 
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that airport. This we obtain from the Civil Aeronautics Boari’s 
records, which give not only an index of the passenger activity, but 
also an index of the aircraft activity because they are closely correlated, 

Mr. Tuomas. That is in and out traffic 

Mr. Ler. Enplaned passengers. 

Mr. Tuomas. What other points of criteria have you then / 

Mr. Ler. We take the number of aircraft that are based at an air- 
port, which again is a figure which is available for all the principal 
‘tirports in the country. 

Mr. Tuomas. Do you mean by that the commercial planes based at 
the particular locality ? 

Mr. Ler. All planes privately owned, business owned, fixed-base 
operated planes, and agricultural planes; in fact, every type of plane 
based at an airport. 

UNOBLIGATED AIRPORT FUNDS 


Mr. Tuomas. What are your unobligated airport funds as of, say, 
the end of fiscal year 1955? What is the total amount you will have 
available plus your 1956 amount, whatever it happens to be? You 
used the figure a while ago of $1 million. Does that cover it / 

Mr. Ler. Yes. The figure was $1,200,000, approximately, and that 
would be the figure which would be unobligated. 

Mr. Tuomas. So you will have $1 million to carry over and add to 
whatever your 1956 appropriation of funds happens to be. 


Mr. Ler. Yes. 
AMOUNT OF APPLICATIONS FOR AIRPORTS 


Mr. Tuomas. And as an offset amount, whatever it is, you have 
from the various cities and States and localities applications to the 
tune of about $101 million ; is that correct 4 

Mr. Ler. About $104 million. 

Mr. Tuomas. Do vou have available a list as to where you will 
spend this $11 million requested in this budget for 1956 ? 

Mr. Lee. Yes; we havea tentative program prepared. 

Mr. Tuomas. I looked through that and it does not mean a thing on 
earth to me. 

ADMINISTRATIVE COSTS OF PROGRAM 


What is your administrative cost in the construction of your air- 
ports, and how do you arrive at it? Do you use your own architectural 
work ¢ 

Mr. Ler. No, sir; we do no architectural work, or direct engineering 
work in connection with the preparation of plans for airport develop- 
ment. 

Mr. Tuomas. None whatsoever ? 

Mr. Ler. No, sir. 

Mr. Tuomas. What do you do in the way of administrative work’! 

Mr. Ler. We review the a of the communities as they are sub- 
nutted to us to determine whether the Federal money will be soundly 
spent on the project. We follow the work and inspect it. 

Mr. Tuomas. That necessitates a staff of engineers and architects. 

Mr. Ler. Yes. We have a few engineers, but we have no architects. 

Mr. Trromas. Are they assigned to this appropriation ? 
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Mr. Ler. No; they are assigned to the operation and regulation 
appropriation under the heading of ae ites That appropriation 
covers the administrative costs for this function as well as the other 
functions in the CAA. 

Mr. Tuomas. Suppose now on this budget here of $11 million what 
would be your total administrative costs for this budget ? 

Mr. Lex. For the $11 million, plus the previous projects which are 
still underway amounting to some $70 million, we would have an 
vdlministrative cost of $2 million for administering grants and a total 
of 82,752,000 for all airports activities. 

Mr. THomas. What would be your total amount of money involved, 
881 million ? 

Mr. Lez. A total of $70 million in Federal funds. 

Mr. Trostas. You said about $70 million a while ago added to this, 
which would make $81 million. Is that State contributions or Federal 
contributions, or is that $70 million plus $11 million all Federal funds? 

Mr. Ler. It is all Federal funds. 

Mr. Tuomas. Percentagewise, what do you figure that it costs you? 

Mr. Ler. It would be about 2.5 percent. 

Mr. Tuomas. On the overall amount or the Federal funds alone? 

Mr. Ler. The Federal funds alone, and approximately half that on 
the overall amount. The matching is approximately on a 50--50 basis. 

Mr. Tuomas. Where are these people located? How many are in- 
volved in this $2 million administrative cost ? 

Mr. Leg. 302 people for the grant activity. 

The largest anton are in 20 district offices located around the 
country.’ 

Mr. Tuomas, Is their work on the sites, or is it in the district offices ? 

Mr. Ler. The work is in both places. The field personnel that we 
have are required to inspect the work after it is completed to insure 
that it is in accordance with the Federal standards and in accordance 
with the plan which was originally submitted. 

Mr. Tuomas. Have you ever given any consideration to charging 
to the project, and out of fhe funds allocated to the project, both 
local and Federal funds, the site inspection work done by your admin- 
istration { 

Mr. Ler. The statute under which we are operating, Mr. Thomas, 
does not make provision for that. It could conceivably be done. 

Mr. THomas. It does not say that you cannot, does it? 

Mr. Ler. I would say we cannot do it under the present statute. 

Mr. Tuomas. Is it prohibited under the present statute ? 

Mr. Lez. Yes. The present statute is definite on what our eligible 
items of work are for a project, and it would not be permitted. 

Mr. Tuomas. Where is the statute? Do you have it with you? Do 
you have the pertinent part available? 

Mr. Ler. The allowable project costs are contained in section 13 of 
the Federal Airport Act. 

Mr. Tuomas. Section 1104, appropriation for preliminary expenses, 
projects for States and Territories and administrative expenses, and 
it reads in part as follows: 


Any amount made available to the administrator for such planning and 
research and administrative expenses shall be deducted for the purposes of 
determining the amounts available for grants for projects in the several States. 
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I have not read it all carefully, but that indicates that the projec 
itself ought to bear the administrative costs. Above that it says noi re 
to exceed 5 percent of any such annual appropriation as piled in In 
the act making such ee shall be available to the Adminis. 


trator for the necessary planning and research and for administra- y' 
tive expenses incident to the administration of this chapter in the 
several States. el 
In other words, it puts a limitation on you of 5 percent of the total t] 
amount of money involved for administrative costs; is that correct! it 
Mr. Lee. Mr. Thomas, the first paragraph which you read was 4 | 
paragraph relating to preliminary expenses at the time of the in. ( 
ception of the program, and that section has not been used as a basis M 


for our subsequent appropriations. 
Mr. Tuomas. What is the law governing your subsequent appro- & 
priations for the expenditure of those funds for administrative costs’ | 
Mr. Basnicurt. The pertinent part is section 5 (b) which reads: a 
If there is no appropriation for such fiscal year not to exceed $3,500,000 in the 
aggregate may be made available to the Administrator for such fiscal year for 


such planning and research and administrative expenses. { 
It is quite possible in the broad framework of this act the approach F 
you consider feasible would be proper, but in the historical treat- Be 
ment of our appropriation here, it has been considered advisable to 
limit the amount available for administrative expenses and set it up 
as a separate limitation. 
Mr. THomas. What is that limitation in the act? I do not see it. 


That is what I want to know. 
Mr. Len. If I may answer your question, we have interpreted this 
sentence, which I quote: 


Any amount made available to the Administrator for such planning and 
research and administrative expenses shall be deducted for purposes of deter- 
mining the amount available for grants for projects in the several States— 
to mean that the intent of the Congress was, at that time, that admin- 
istrative costs and the costs of planning and research should be con- 
sidered separately from project money and should not be incorporated 
into the project as such, 

Mr. Tuomas. What about the actual construction ? 

Mr. Ler. Actual construction is eligible and is of course the main 
subject of this program itself. 

Mr. Tuomas. What limitation do you consider you have placed upon 
you by the act for administrative expenses, either on site construction 
work or advanced planning back in the Bureau ? 

Mr. Ler. Well, the limitation actually in the original act was 5 
percent of the appropriation for any fiscal year. However, if that 
‘came to less than $3,500,000, the $3,500,000 would be the limit. 

Mr. Tomas. Because of the fact that you do not have any activi- 
ties with reference to planning, certainly that 5 percent is high, is it 
not? 

Mr. Ler. The 5 percent applies—— 

Mr. Tuomas. The Corps of Engineers who will do the architectural 
work as well as the onsite work and all of those things, does not run 
anything like this high. The public buildings and grounds does not 
run this high. , 
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Mr. Ler. In the exhibit we submitted the increase in our funds 
required for administration is very small with a substantial increase 
in the program. 

Mr. Tuomas. After X airport is completed, what jurisdiction do 


you have over it? 

Mr. Lee. There is a grant agreement between the Federal Gov- 
ernment and the airport itself which requires, among other things, 
that the airport be operated as a public airport for 20 years; that 
it be maintained by the sponsor. 

Mr. Tuomas. Well now, that is just the point. Does the Federal 
Government have any liability for maintenance and operation after 
it is completed ? 

Mr. Ler. No, sir. 

Mr. Tuomas. When you, then, build an airport and get it com- 
pleted and it is turned over to the particular municipality you are out 
us far as maintenance and operation costs thereafter are concerned / 

Mr. Ler. Well, we have by statute certain obligations to see that 
the airport is maintained; howev er, we do not enter into the main- 
tenance of the activity itself. 

Mr. Tuomas. How much money do you spend each year following 
up that activity to see if it is properly maintained ? 

Mr. Ler. The amount is practically nothing. We have only a few 
instances a year where we would have any activity in that area. 

Mr. THomas. Suppose you set out a few particular airports which 
have that sort of thing. 

Mr. Ler. There are only three airports in the United States and 
Alaska: The Washington National Airport and the other two are 
Anchorage and Fairbanks. 

Mr. Tuomas. Those are basically federaly owned ¢ 

Mr. Ler. Yes. 

Mr. Tuomas. So far as local airports are concerned, you do not 
enter into the picture; it is purely a matter of contractual obliga- 
tions between the airplane operators at the particular base ¢ 

Mr. Ler. That is correct. Under the grant agreement, the provi- 
sion is that there must be fair and equitable treatment. 

(Off the record.) 

Mr. Preston. Mr. Clevenger, any questions? 

Mr. CLeveNGER. No. 


Mr. Preston. Mr. Horan? 


REASON FOR REDUCTION IN PROGRAM AND ESTABLISHMENT OF CRITERIA 


Mr. Horan. Mr. Lee, it is my understanding that the Federal 
grants-in-aid for airports began about with the inception of this act, 
1938; we went into a war period where we were building airports for 
military and other purposes, but at the time the act was passed, the 
States and municipalities were in rather distressed financial condi- 
tion and the Federal Government at that time encouraged through 
the grants-in-aids to almost 100 percent, in some cases, the building 
of airports. 

Today we find ourselves in almost the opposite situation, and as I 
gather from this statement, and as I deduced from your testimony, 
what you are trying to do now is to limit Federal expenditures to 
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what is strictly Federal and to encourage the municipalities, local, 
and State governments, to participate and build their own airport: 
to the fullest extent. 

Mr. Presron. Off the record for a moment. 

(Off the record discussion. ) 

Mr. Horan. Mr. Lee, you see what I am trying to get at. I think 
you are doing to good job. You are trying to emph: asize safety ii 
aviation, civil aviation; is that true? Is that where your greatest 
emphasis is placed ? 

Mr. Ler. That is correct, Mr. Horan. In determining what proj. 
ects have priority for the limited funds which we have available, we 
have had to set up certain guides to be followed; with over $10 
million in requests, naturally the selective process has to be made very 
carefully and we have attempted to emphasize the matter of safety 
of air transportation and give those things the highest priority. 

I would like to refer back just very briefly to the “history of the’ 
Federal system in airport construction since you referred to it, and 
to the earlier date. 

Actually from 1933, through the war years, there were a series of 
programs for 100 percent Federal assistance in airport construction. 
starting with the WPA and the PWA that extended through the 
so-called DLA, defense landing area program, and other similar 
programs. 

The act that we are now operating under was passed following the 
war, and for the first time adopted for the airport field and grant- in- 
aid conception which had previously been used in other transportation 
and construction fields. 

The program which we are now following started in 1946 and the 
date for the termination of the act has been extended to 1958. 

The demand for airports naturally has grown along with the growth 
in the size of the industry and the change in the types of aircraft which 
have been used. We have these two factors: One, numerical growth 
in the industry and, second, the technological advancement. which 
has brought on higher performance in aircraft, and aircraft which 
have greater potential as far as payload is concerned. 

Mr. Horan. I know it is trite to say this, but I have been reading 
this eligibility sheet here and it seems to me you are doing what ought 
to be done with the Federal agency in view of the obligations which 
we have now because of the great national debt and other obligations. 
and it seems to me you are trying to define what is the Federal Gov 
ernment’s responsibility in regard to airports in local communities. 
Is that true? 

Mr. Ler. Yes. This is, of course, related to certain levels of pro- 
grams where we have to be very selective as to types of projects, the 
program being so small compared with the total requests that we 
have received. 

Mr. Horan. I share with my chairman the feeling that this item is 
going to be increased when we get on the floor, at least, attempted to 
be increased. That is my reason, Mr. Chairman, for asking these 
questions; I would like to have the position of the administration 
made very clear in this matter. 

Mr. Ler. Mr. Horan, we have attempted to define the areas of great- 
est national interest in setting up these criteria, and that is the inter- 
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est which we think the Federal Government should concentrate on as 
opposed to local interests. These are basic policy guidelines that 
were used in their development. 


ESTIMATES REQUESTED OF THE DEPARTMENT AND THE BUDGET BUREAU 


Mr. Horan. This may be in the record: What was your original 
request for grant-in-aid to the Department ‘ 

Mr. Ler. $41 million. 

Mr. Horan. And what did the Department do with that? 

Mr. Ler. They sent to the Bureau of the Budget a request for $31 
million. 

Mr. Horan. Is it in order, Mr. Chairman, for me to ask what were 
the reasons advanced by the Bureau of the Budget for reducing it? 

Mr. Preston. Yes, it is in order. 

Mr. Horan. I feel, Mr. Chairman, that we ought to have this pretty 
clear in the record. 

Mr. Ler. In my position, I have heard of no specific reasons. I as- 
sume it was in connection with fixing the overall budget policy of the 
(iovernment, but I have not heard of any specific reasons. 

(Off the record discussion. ) 

Mr. Horan. I want to conclude my questioning with the statement 
that I commend you for trying to determine, in a fast-growing indus- 
try, clearly what is the Federal Government’s responsibility in this 
field, and I hope that that activity will be stepped up and that we will 
have real benchmarks to guide those of us who have to measure out 
the money for them. 

Mr. Lee. We shall try to. 


FreperaAL-Aip Airport Program (LiqguipaTion or ConTRACT 
AUTHORIZATION ) 


Amounts available for liquidation of obligations incurred under contract 
authorizations 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


} 
1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate _ _- pies $22, 700, 000 $7, 500, 000 
Balance of appropriation to liquidate, brought forward from 

prior Your... 203 22: Oe oY 0 ae wi $5, 433, 692 
Ji Total available. - -_-- bites suis 22, 700, 000 5, 433, 692 7, 500, 000 
Puta} CR ske <dciccndedeiewcnde F —17, 266, 308 —5, 433, 692 —7, 500, 000 


Amounts available in excess of requirements, carried 
forward to subsequent year. -__-.__-_--- ; 5, 433, 692 


Mr. Preston. Our next item will be found on page 37 of the com- 
mittee print and page 369 of the justifications covering a request for 
$7.5 million for fauidation contract authorization. I do not think 
we need spend much time going over this item; I think we all under- 
stand it. This is to pay for contract authorizations entered into pre- 
viously. 

Mr. Ler. That is correct, and we expect that this figure will be 
actually spent in the fiscal year 1956, these obligations are accruing 
during the current fiscal year. 
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Mr. Preston. And this will be required to meet your contracf 


authorization for liquidation purposes ? 
Mr. Ler. Yes. 


WASHINGTON NATIONAL AIRPORT 
MAINTENANCE AND OPERATION 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


shef $1, 350, 000 | 
iM 60, 122 _%, 000 


Appropriation or estimate Side 6 debe kbs 
Reimbursements from other accounts._..........-..----- 


Total available fcr obligation___- 


a tll aaa 1, 410, 122 | 
Unobligated balance, estimated savings-- -- 


—9, 926 


Obligations inne... .. . 6... <5 6,2 dace. 1, 400, 196 


Obligations by activities 


| 
| 


Description 1954 actual 


1955 estimate | 


; 
$1, 181, 943 


$1, 197, 212 
218, 253 | 


. Maintenance, SqeteTOR, and pee services__ 
wa cat eS wee be 227, 788 


Administration - 


1954 actual been estimate 


| 
$1, 350, 000 


1, 425, 000 | 


—. 


1956 estimat: 


$1, 415, Om 


| 1956 estimate 


$1, 259, 012 
230, 988 


Lrpreepmreanpsheeime dine leviesons mapuapsitenenaaien [eseeeyprensptigneshatnen 


Obligations incurred 1, 400, 196 





Obligations by objects 


Object classification 1954 actual 


Total number of permanent positions 256 | 
Average number of all employees 237 
Number of employees at end of year___.............---...---- 244 


Average salaries and grades: 
General schedule grades: 
Average salary _-_- 
Average grade 


e GS- 5.2 
Ungraded positions: Average ‘salary-- 


$3, § 342 





Personal services: 
Permanent positions -- -- soak 
Regular pay in excess of 52-week base_...__-_- 
Payment above basic rates-_--........--.-.--- i 


$888, 117 | 
3, 416 | 
35, 046 


1, 425, 000 | 


1955 estimate | 


1, 490, 000 


1956 estimate 


266 
247 
246 


$4, 282 
GS-53 
$3, 631 


$975, 388 
3, 752 
30, 000 





Total personal services. __-__-------- aati 926, 579 
Travel.__- Vebeaeas nies smeacesl 279 | 


1, 009, 140 
600 


T ransportation of things 
Communication services 
Rents and utility services 


oN OS ee ee 
Other contractual services_.............---------- | 


Supplies and materials _- 
Equipment --_---_- 
Taxes and assessments 


Obligations incurred _-_... 


182 | 
10, 636 

153, 491 | 

295 | 

90, 926 | 
193, 381 
22, 431 
1, 996 


1, 400, 196 | 





200 

10, 500 
174, 000 
1, 500 
78, 460 
196, 100 
19, 500 





1,490. 000 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 








1954 actual | 1955 estimate | 1956 estimate 





Dbligated balance brought forward --- ----- a $160, 754 $146, 788 $139, 740 
Dbligations incurred during the year---.----- : : = 1, 400, 196 1, 425, 000 | 1, 490, 000 


1, 560, 950 | 1, 571, 788 | 1, 629, 740 



















djustment in obligations of prior years-----...........--...-- —12, 764 DE nix idee 

eimbursements..--_ -- etal IE a incite acdecipa : —60, 122 | —75, 000 | —75, 000 

bligated balance carried forward....- ; ae btamieneil — 146, 788 | — 139, 740 — 164, 740 

————. Total expenditures__._._......-.-- thiokssteceate oes, 1,341,276 | —-1, 356, 000 | 1, 400, 000 
6 est imate ‘xpenditures are distributed as follows: 

etme Out of current authorizations. --...........--...--- ; 1, 194, 418 1, 212, 000 | 1, 262, 000 

Out of prign Sater ieations.... .................--...00.---s 146, 858 144, 000 | 138, 000 


$1, 415, om 
75 

= Mr. Preston. The next item is the “Washington National Airport, 
-B@maintenance and operation,” found at page 388 of the justifications. 
The committee is quite familiar with this operation. We have been 
looking into it for a number of years. There are just a few essential 
questions that we would like to ask for the record. 

Mr. Lez. Mr. B. H. Griffin will discuss this item, Mr. Chairman. 

Mr. Preston. Mr. Griffin, do you have a prepared statement? 
sa: Mr. Grirrin. No, I have no prepared statement. 

"230; 98 Mr. Preston. Did you want to make a statement about the ap- 
1, 400,00 fa PLOpriation, Mr. Lee? | ’ 
won Mr. Lee. I would like to point out, Mr. Chairman, that no pro- 

gram level increases are requested for maintenance and operation— 
the increased amounts appearing are largely fringe benefits and other 

—— B§ objects. There is a slight increase due to wage costs resulting from 
estima J transfers of CPC’s to wage-board rates. 
We have included a small amount for essential repairs. 
ms I would like also to submit for the record the estimated revenues. 
___ 46 [B® You will note that we are estimating an increase in revenue of $123,000 
~ fam for 1956 over 1955; with the total estimate for 1956 being $2,070,000. 
Mr. Preston. We will insert this sheet in the record at this point. 
GS-53 (The statement follows :) 





1, 490, 009 





} estimate 








3, 752 e 
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Revenue by fiscal years 


1955 esti- | 1956 esti- 
mated mated 


1954 actual 


AVIATION ACTIVITIES | 
Sales and service to aircraft $90, 000 | $96, 000 


Rentals: 
430, 000 430, 000 
Terminal 29% 112, 000 | 115, 000 
Miscellaneous K 25, 000 25, 000 
Landing fees d 325, 000 387, 000 
Ramp service t 53, 000 60, 000 
Total aviation activities 1, 035, 000 | 1, 113, 000 
ANCILLARY ACTIVITIES 
i 180, 000 190, 000 
Observation facilities and tours....................----------- 35, 000 35, 000 
Ground transportation ; 145, 000 160, 000 
Passenger service sales } 50, 000 55, 000 
Utilities sales 230, 000 240, 000 
Sales and services to automotive vehicles , | 150, 000 150, 000 
Vending machines r dee 33, : 35, 000 35, 000 
Ne i acta to ali hE atin: scam 2,000 | 2, 000 
Miscellaneous concessions, shops, and service 85, 000 90, 000 











Total ancillary activities é 912, 000 | 957, om 





Total realized revenues | . , 947, 2, 070, 00 
CIT NINN. codec ccetetbinecocceccccensnp aa ienate aa 93, 000 95, 000 


Grand total revenues | 1, 891, 881 | 2, 040, 000 | 2, 165, 000 














AMORTIZATION PERIOD 


Mr. THomas. How long, on an actual basis, will it take that project 
to liquidate itself? 

Mr. Ler. This is the actual revenue, the estimate for the fiscal year 
1956, and at the rate of operation at which we are expending funds, 
$1,415,000 amortization would require about 40 years. 

Mr. Tuomas. I notice that your income exceeds the outgo, but can 
you tell us how long, based upon the receipts of $2 million, it will 
take to liquidate the project from the revenues received currently / 

Mr. Ler. About 40 years. I would like to point out, Mr. Chairman, 
that the traffic has been steadily increasing out there, and in the 

calendar year 1954, we handled 3,102,875 passengers, which is a 14 
percent ss rease over the calendar year 1953, and for the first 3 months 
in the calendar year 1955, we are 21 percent over ghe same period in 
the last calendar year. We have some charts that will be made avail- 
able to the committee which shows the predicted traffic at the airport. 
However, this increased volume may not be realized because of the 
limited capacity of the airport. 


OPERATIONAL HIGHLIGHTS 


Mr. Preston. We will insert in the record the statement appearing 
at the bottom of page 390 showing the traffic movement and passenger 
movement. 

(The statement referred to follows :) 
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Operational highlights 





Po | 1955 esti- 1956 esti- 

| 1954 actual mated mated 

| i 
lrattic movements. . = 199, 661 202, 000 205, 000 
Passenger movements 2, 870, 075 | 3 100, 000 3, 500, 000 
Ceneral publie visitors (estimated) - _- or 4, 500, 000 | 4, 700, 000 | 5, 000, 000 

i;port population (estimated) . -- . : | 10, 000 10, 000 | 10, 000 

Revenue from operations ee $1, 802, 983 | $1, 947, 000 | $2, 070, 000 
Direct expenses for operations _. ._ - vtiea ...| $1,341, 626 $1, 350, 000 $1, 415, 000 


| 


Mr. Preston. Mr. Griffin, do you have any special problems that you 
wish to call to the attention of the committee about the Washington 
National Airport ? 

Mr. Grirrin. I do not believe I have, Mr. Chairman. Mr. Lee has 
covered the basic problems. In his statement, he mentioned the fact 
that all of the activities out there are increasing, not only the nae 
traffic but the aircraft traffic. As you know, the traffic at the National 
Airport is quite congested. 

Mr. Preston. We realize that, and you are trying to do something 
about that part of it, particularly the baggage situation 

Mr. Grirrin. Yes; we are. 


CONCESSION ATRES 


Mr. Tuomas. The concessionaires have a gold mine out there. Do 
you get anything out of them; what type of contract do you have? 

Mr. Grirrin. We have a percentage lease contract with the con- 
cessionaires ; we get a percentage on the gross sales. 

Mr. THomas. On the gross? 

Mr. Grivrr. On the gross sales; yes. We take in just about $1 
million from the concessionaires each year. 

Mr. Tuomas. About 50 percent roughly is from concessionaires 

Mr. Grirrin. Yes. 

Mr. Tuomas. About the same that you get from the airlines ? 

Mr. Grirrtx. About the same amount. 

Mr. Tuomas. What is that based on? 

Mr. Grirrtn. It is based on fees, landing fees, and others. In our 
costs, we set the landing fees in accordance with the cost for mainte- 
nance and operation of the airport. 

Mr. Toomas. What goes to make up the basis for the landing fees ? 

Mr. Grirrin. It is just on a break-even basis; that is the theory of 
the policy under which we have been operating. 

Mr. Tuomas. Do you have any amortization costs on capital in- 
vestment ? 

Mr. Grurrin. On the hangars and just on the part of the equipment 
that we use, such as snowplows. 

Mr. Tuomas. What about the original capital investment? Why 
should not the airlines help to amortize the original cost? They are 
making money out there. 

Mr. Grirrry. They may be; I do not know whether they are making 
money or not. They are carrying a lot of passengers in and out of 
the airport. 





302 


CONSTRUCTION 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 
| 
| 


1954 actual 1955 estimate | 1956 estimat; 


wail inset Snonansinighithindiiil a—eemen | oo es pepe epee |= sods 


Appropriation or estimate ad ; $400, 000 $340, 000 | $525, 000 
Unobligated balance brought forward.---- ca 200 327, 599 |.... 
Recovery of prior year obligations --- . a _ 12, 253 |- | 





Total available for obligation - - - Sie ‘aaa 412, 453 667, 599 525, 000 
Unobligated balance carried forward ace ey —327, 509 : 


Obligations incurred 84, 854 667, 599 | 


525, 000 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 





. Boiler replacement and repairs. - 
. Finger building and related paving-_- 7 
Apron paving ae a E . 


riage ear nega aes 


340, 000 |____- 

212, 453 $115, 000 
. Installation of gasoline storage facilities- 225, 000 
Construct baggage room_._...---.----- bias be 70, 000 
. Standardization of field marking - - wowee i 52, 000 
. Emergency electrical generator. -.. - : ea Beak a ; 40, 000 
. Fireline installation _- 7 aaa caning 23, 000 


$84, 854 | $115, 146 | 


QO NID Oe OO 





Obligations incurred 525, 0 ) 








Object classification | 1956 estimat: 


CIVIL AERONAUTICS ADMINISTRATION 


Otiier contractual servicus...... oe sok se hack. 3, 253 | $115, 000 
6 niin toda ooehninne > sek wih aipaminaiiatdeien tall Ratoni 40, 000 
Lands and structures , 370, 000 


653, 253 | 525, 000 


Printing and reproduction 254 
Other contractual services 3, 430 
Lands and structures ‘ 81, 120 








Obligations incurred 84, 854 
SUMMARY 
Travel a 50 
Printing and reproduction 
Other contractual services 115, 000 
Equipment : me Patek asi 40, 000 
Lands and structures ‘ 370, 000 








Obligations incurred 525, 000 








timate 


525, 000 


525, 000 
525, 000 


timate 


15, 000 
125, 000 
70, 000 

2, 000 
40, 000 
23, 000 


25, 000 


imate 


15, 000 
40, 000 
70, 000 
25, 000 











303 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward.__. 384, 950 $89, 291 $128, 890 


Obligations incurred during the year. 84, 854 667, 599 525, 000 
169, 804 | 756, 890 653, 880 

Adjustment in obligations of prior years —12, 253 | 
Obligated balance carried forward____. - : —89, 291 —128, 890 — 128, 890 
Total erypenditures. -..--..-.---. 68, 260 | 628.000 | 525, 000 
Expenditures are distributed as follows: pe: 
Out of current authorizations. -_------ a \ 68. 260 |f 212, 000 400, 000 
Out of prior authorizations-- ieBase ene ™ l 416, 000 125, 000 





Mr. Preston. We will insert in the record page 395 of the justifica- 
tions at this point. 
(The statement referred to follows :) 


CONSTRUCTION, WASHINGTON NATIONAL AIRPORT 


Summary of estimated obligations 











Actual, 1954 page EAS - me : ' 
(adjusted) Estimate, 1955 Estimate, 1956 
be ee Pa sa a aN | Employ- 
| } | | | | ment 
|Aver-| | Aver-| jA ver- Nov. 30, 
Posi-| age | «.., | Posi-| age | : Posi-| age ie 1954 
tions |num-| ©°t | tions ;num-| ©°St | tions )num- | Cost 
ber | ber | ber | 
| | 
; 
Personal services_-..-.-..-- are er | Pate Linwesenetbaasd eww a ceo Realy sili eceamecelia 
Other objects..............- Se ee Ee | $667, ee ee $525, 000 
rs ee cecieidhediees gl lenteieaiethills era sseiallinicaaesli a 








Total obligations... _- | 66) Seer | 84, 854 |... _- | Bhs | 667, 599 |_.-..- - ah 525,000 | ......_.-- 





MAJOR PHYSCAL IMPROVEMENTS AND STRUCTURAL REPAIRS 


Mr. Preston. Briefly, Mr. Lee, will you comment about the new 
construction at the Washington National Airport? 

Mr, Ler. Mr. Chairman, we are requesting the sum of $525,000 for 
major physical improvements and structure repairs. To take care 
of the increased traffic at the air port we need increased fuel-storage 
capacity, particularly for the new types of fuel—kerosene is used 
in the new Vickers Viscount aircraft, and the 115/145 octane gasoline 
is used by the turbocompound engines. 

We also have to hake certain changes for baggage handling by 
doing some construction at the south end of the terminal building, 
which amounts to $70,000. We hope this will materially improve 
the baggage handling capacity at the airport. 

There are certain other things that we require for safety purposes; 
namely, an emergency electrical generator to supply reserve power 
for the control tower, radar, and radio and emergency lighting. 

We need an additional fireline installation to cover the extension 
of the plane-parking area to the north, and we need some apron 
paving and field markers to keep the airport available for the number 
of aircraft that we have there todav. 


61922—55——_20 
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Mr. Preston. Are there any questions on these two items / 

Mr. Horan. I was just wondering if we could use the Washington 
National Airport operation as an example. It may be an extreme 
example, but it has been a very successful operation, because there 
are a lot of things that make it successful, and I was wondering if 
we could use: it as an example to obtain further information that 
might enable us to exercise good administrative judgment in the 
treatment of other municipal airports in the Nation, and how far 
we need to g0 in Federal grants-in-aid to other municipal airports. 

Here we have a good example. I understand, of course, that the 
capital investment was supplied, so that would have to weighted 
out, but I wonder if any analysis of this has been made that would 
provide us with benchmark and judgment in the matter of supplying 
grants-in-aid to other municipalities on airports? 

Mr. Lee. We have made certain studies of this problem, particu- 
larly in connection with providing a second airport for the area. 

As you know, the Washington National Airport is somewhat 
unique, being the third largest air carrier airport in the world, ex- 
ceeded in its activity only by Chicago’s Midway and New York's La 
Guardia. The level of traffic here far exceeds the average airport 
activity in this country. In fact, Washington is unique; it has one 
of the highest per capita indices of aircraft transportation of any 
community in the country. 

Mr. Horan. Which almost renders it useless as a basis for judgment. 

Mr. Lee. It is quite unique in its type of activity, as compared with 
the average airport throughout the country. 

Mr. Horan. That is all, Mr. Chairman. 


RECEIPTS FROM MATS 


Mr. Preston. Mr. Lee, do you get any transfer of funds from the 
military on account of the use of the airport by MATS? 

Mr. Srerner. Yes. 

Mr. Ler. Mr. Steiner is Deputy Director of the Airport. 

Mr. Preston. Is that shown in this statement ? 

Mr. Sterner. It is shown in the realized revenues; and the greater 
part of the $95,000 in estimated unrealized revenue for 1956 is from 
the military and from other Government agencies. 

Mr. Tuomas. How do the landing fees which you charge here, com- 
pare with those charged at private airports ? 

Mr. Grirrtn. In some cases we are higher; in some cases we are 
lower. We made a study of that to get a comparison of the rates 
charged at other places, and the average for the Government rates 
is 

Mr. Tuomas. Why should the airlines be the beneficiaries? They 
are not in business for their health, you know. 

Mr. Sretner. In connection with the landing field charges, we 
determine the costs and set rates accordingly to be applied to the 
landing field. At the present time, the revenue from the landing 
fees far exceeds the cost of landing field operations. 

Mr. Tuomas. But you have got some $40 million to $50 million 
investment, and the testimony is that at the present rate of income, 
including your operating costs, it will take 40 years operation to 
amortize the original capital investment. That is too long. 
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Mr. Preston. Are there any further questions on these two items? 
Mr. Tuomas. No. 


MAINTENANCE AND. OPERATION, PUBLIC AIRPORTS, 
TERRITORY OF ALASKA 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under see. 1311, Public Law 663) 





1954 actual | 1955 cottinats | | 1956 estimate 








Appropriation or estimate . . 750, 000 
Unobligated balance, estimated savings- a —5, 794 ; 





Obligations incurred _- sh Es : 94, ; 750, 000 


Obligations by activities 





Description | 1954 actual | 1955 estimate | 1956 estimate 





L. Administration , 638 | $42, 665 | 


). Anchorage airport 267, 452 | 318, 538 410, 418 
3, Fairbanks airport i 186, 116 | 238, 797 290, 917 


Obligations incurred aac 494, 206 600, 000 750, 000 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


otal number of permanent positions_---.......--.-.-----.----| 67 


Average number of all employees 


58 

Full-time equivalent of all other positions__. ---- 5 2 3 
st 46 

Number of employees at end of year 7 


66 








Average salaries and grades: 
General schedule grades: | 
Average salary i Saceiibeainbars $5, 126 34 | $4, 839 
Average grade Le 3-7.7 | 8-6.9 | GS-6.9 
Ungraded positions: Average salary - - --- $6, | $6, 070 
Personal services: | 
Permanent positions ie ceieccdiatn lati $245, 001 | $341, 341 $371, 625 
Positions other than permanent__------- 8, 155 | 10, 000 10, 000 
Regular pay in excess of 52-week base _--------_---- 942 | 1,313 | 
Payment apeve baste rates... ........2......-...4.+-.} 78, 057 | 122, 175 | 
Total personal services ¥ 332, 155 | 474, 829 507, 629 
02 Travel | 3, 800 | 2, 580 12, 780 
(3 Transportation of things Sietabiained 7, 285 3, 350 9, 540 
04 +Commemimpenasnes OOTVIOOS. <2... 2552525. oo. ooo ee eee 2, 716 | 3, 516 | 3, 516 
05 Rents and utility services__. : 23, 196 | 1 
06 Printing and reproduction . 49 |. : 
07 Other contractual services SURE sated 12, 033 | 24, 100 41, 450 
08 Supplies and materials.....................-.....-.....-- 98, 694 | 56, 910 | 107, 450 
08 Equipment 12, 087 | 11, 110 | 13, 760 
15 Taxes and assessments... -_------ peace dae 2,191 | 1, 750 | SEES 


21, 855 | 53, 875 


Obligations incurred scditts<. TS 494, 206 | 600, 000 | 750, 000 


| 
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Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





|. 1954 actual | 1955 estimate! 1956 estimat, 


Obligated balance brought forward ; $59, 068 | $76, 348 | $93, 906 
Obligations ‘incurred during the year 494, 206 | 600, 000 | 750, 000 


553, 274 | 676, 348 
Adjustment iu obligations of prior years. --.-.........-.-------- —2, 515 —5, 442 | 
Obligated balance carried to certified claims account —40 
Obligated balance carried forward —76, 348 


Total expenditures 474, 371 | 577, 000 | 715, 000 


| 
} 
| 





Expenditures are distributed as follows: 
Ont cr current mucmoreations......................-....,.- | 510, 000 | 630, 000 
Cy Oe UNO MID i itis ve cnsendcccceweensccn= 67, 000 85, 000 








Mr. Preston. The next item is for maintenance and operation of 
the public airports, Alaska, found at page 42 of the committee print 
and pages 371 and 372 of the justifications, and we will insert that page 
in the record at this point. 

(The statement referred to follows :) 


Summary of requirements 
Appropriation, 1955 $600, 000 


Base for 1956 r 600, 000 
Net difference, 1956 over 1955: 


Requirements | 
= Difference, 

increase (+) 

1956 | or de- 


By activity 
1955 


— 


! 
| 
} 
adjusted estimate | crease (—) 
"I 


Administration | $48, 665 +$6, 000 
Anchorage airport . 410, 418 +91, 880 
Fairbanks airport 238, 797 290, 917 | +52, 120 


TE COE os hn bier s cineca ca kacceenes } 600, 000 750,000 | +150,000 +150, 000 





Total estimate of appropriation, 1956 750, 000 


Summary of estimated obligations 


Actual, 1954 | Estimate, 1955 : . 

(adjusted) (adjusted) Estimate, 1956 | 
____| Employ- 

| | | } ment 

| > |Aver-| |Aver-| | ores. a 

Posi-| age | osi-| age | age 5 

| tions |num- | Cost | tions |num-| ©°St | tions |nam- . 

ber | ber | ber 


Personal services: | 
Permanent. -. 58 44/$324, 000 64) $464, 829) 72 68} $497, 629) 
CsA, char esenss 3 2] 8, 155) 3} 10, 000) 2 3) = 10, 000 


| 





ee 61|  46| 332, 155) 67} 474,829] 75 | 507, 629) 
Other objects... |... |-..._.] 462051 ...---} 195, 171|-...--|.,- --| 242,871]..-- 


Total obligations..-- 61| 46] 494,206, 70) 67 75 | 750,000)... 








Mr. Preston. Mr. Lee, you are requesting $750,000, which is $150,000 
over the amount allowed for 1955 fiscal year. Do you wish to speak 
to this item, Mr. Lee? 








5, 906 


906 


», 000 


), 000 
5, 000 


of 
int 
re 


), 000 


), 000 
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Mr. Lee. Yes; just to the increase. 

Fifteen thousand dollars of the increase is a mandatory increase 
due to Public Laws 763, 737, and 598 involving employee benefits, 
principally the conversion of employees from the CPC schedule to 
wage-board rates. 

The other $135,000 is for utility costs. This is for the purchase 
of electricity and for running the heating plant, and we would expect 
to sell sufficient service to a total of $175,000, or a poner of some 
$40,000, to the Government. At the present time these needs are 
being met by various lease arrangements which are not satisfactory. 
[t is “unsound, in our opinion, to have the airport tenants provide the 
heat and light for the building; we feel that the service should be 
provided and by this plan, the Government will provide this item, 
and, in turn, make a charge to the tenants. 


REVENUES 


Mr. Preston. The income from these two airports will equal the 
amount of the budget request for the fiscal year 19564 

Mr. Len. Yes. We have an exhibit giving the estimated revenue 
for both Anchorage and Fairbanks. 

Mr. Preston. We will insert this statement in the record at this 
point. 

(The statement referred to follows:) 


Statement of estimated revenues 


ANCHORAGE AIRPORT 















































Source 1954 actual | 1955 estimate | 1956 estimate 
Terminal-building = rente®:: ...... ‘oa oe ini $51, 587 $37, 538 | $104, 529 
Hangar rental _ -_- aa JéteAvaasniee Saiimewee 95, 341 77, 497 | 120, 697 
Gasoline and oil space. pWietetson = re 104, 897 | 150, 000 | 180, 210 
Landing fees_------- wie t nip aese 75, 310 | 85, 000 | 95, 445 
Seaplane base__.._.- BS. 7 2 ee ee pe ee oeeee 8, 777 9, 000 | 10, 000 
Rm ee Ee Cc oenmnen Ptueinteracient 1, 467 2, 500 | 6, 800 
Ce a ecu ase en aa ethane 10, 314 | 10, 000 11, 000 
Resale of electrical energy. pidekiw 14, 825 33, 600 33, 600 
PE ee end ‘ 16, 080 16, 800 16, 800 
Other _. Sd Na ec ink 4 0b Ok wean ce emesinn Daeabebes 631 : 
Total estimated revenue, Anchorage Airport... ____-- 379, 229 421, 935 | 579, 081 
FAIRBANKS AIRPORT 
Terminal-building space rental......._.....--..-.......-.--- $29, 036 $8, 009 | $34, 591 
ee ae ee 55, 740 60, 000 63, 000 
ME tringinesanses}isnssscesoenchenns us Sithdnkiedil 44, 753 50, 000 | 52, 500 
Oe ie ee an ee 12, 470 15, 000 21, 000 
CRI ee a 4, 594 6, 000 | 6, 000 
Resale of electrical energy _- Picea a actewees eee 2, 876 3, 000 3, 000 
TUNE ee i ee 22, 838 21, 000 21, 000 
COU nr a Pe a So 3, 665 re 
Total estimated revenue, Fairbanks Airport.__.._____-- 175, 972 163, 009 201, 091 
Total estimated combined revenue--__---__- ; aie ela 555, 201 584, 944 780, 172 
UNREALIZED REVENUE 
Meee a | $122, 887 $170, 000 $174, 833 
Ir he eg ta 12, 633 | 25, 000 | 25, 418 
se ne a a A ae 135, 520 | 195, 000 200, 251 


| 
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Arr Navigation DEVELOPMENT 


WITNESS 


COL. J. F. TAYLOR, DIRECTOR, AIR NAVIGATION DEVELOPMENT 
BOARD 
Amounts available fer entearien 


l | 
1954 actual | 1955 estimate 1956 estimat 


Appropriation or estimate | $1, 085, 000 | #1,¢ 050, 000 | $2, 000, 00 
Unobligated balance, estimated savings — 25, 586 |-- 


Obligations incurred 1, 059, 414 | 1, 050, 000 | 2, 000, Oo 





astute cise by activities 


a : 
Description mt 1954 actual | 1955 estimate | 1956 estimat: 


Research and development on airways facilities - - ek a $975, 763 $1, 000, 000 | $1, 82 ao 
2. Administration 83, 651 | 50, 000 | 175, 


Obligations incurred----..-.---- be Pak Lk aaa eleue eee 1, 059, 414 | 1, 050, 000 | 2, 000, OO 


Sopannerae by objects 


Object classification | 1954actual | 1955 estimate | 1956 estimat: 


CIVIL AERONAUTICS ADMINISTRATION 


Total number of permanent positions - - 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary - ‘ $7, 316 $5, 929 $8, 385 
Average grade Ss sche : GSs- 9. 9 Gs 8.0 | GS-11 


Personal services: 

Permanent posit ions_- $72, 891 $40, 843 | $146, 437 

Regular pay in excess of 52-week base 280 157 56. 

Total personal services ‘ 73, 171 “41, 000 | 147, 
Travel 2 7, 458 5, “ 17, 6 
Transport: ition of things. __- , 283 15 
Communication services-- --- ~~ -- 1, 395 i. 600 
Printing and reproduction. __.. : 602 800 | 
Other contractual services __ ‘ : 135 200 
Projects program aaa : ; 755, 657 997, 000 

Supplies and materials_. _- J ; nial 161 360 
Equipment. -_ ‘ aren't 1, 159 200 
Taxes and assessments... - - - pares 72 140 


Obligations incurred _______---- nalend 840, 093 1, 047, 000 2, 000, 00 








ALLOCATION TO NATIONAL BUREAU OF STANDARDS 


Other contractual services __- -- 19, 522 
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Obligations by objects—Continued 


Object classification 1955 estimate | 1956 estimate 


OCATION TO BUREAU OF AERONAUTICS, DEPARTMENT OF 
THE NAVY 


lotal number of permanent positions 
\verage number of all employees 
Number of employees at end of year 
mate , 
,verage Salaries and grades: 
General schedule grades: 
Average salary _- 
Average grade _ 
Ungraded positions: Average salary 


Personal services: 
Permanent positions. 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 
rravel. 
(S Supplies and materials 
) Equipment 


Obligations ineurred 


\LLOCATION TO DEPARTMENT OF THE AIR FORCE, AIR RESEARCH 
AND DEVELOPMENT COMMAND 
rravel 
s Supplies and materials_ 


Obligations incurred 
SUMMARY 


fotal number of permanent positions 
{verage number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary $6, $5, 929 
Average grade___ S- GS-8.0 
Ungraded positions: Average salary 


Personal services 

Permanent positions ' $146, 437 
Regular pay in excess of 52-week base 1 563 

Payment above basic rates 
Total personal services 3 11, 000 147, 000 
rav el . ‘ Y, 5, 550 17, 639 
rransportation of things ; 150 300 
Communication services ieeaiaiasna s 1, 600 3, 600 
(6 Printing and reproduction _ eS 800 1, 200 
7 Other contractual services daca 200 2, 500 
Projects program 5, fi 997, 000 1, 825, 000 
(® Supplies and materials ; SAO 520 
(0 Equipment ea 73, 2, 700 2, 000 
5 Taxes and assessments ; 140 241 
241 os aetna — 
Obligations incurred ; 1, 050, 000 2, 000, 000 


0), OOF 


Analysis of expenditures 


1954 actual 1955 estimate | 1956 estimate 


Obligated balance brought forward 4 $795, 485 $493, 683 $5A5, 552 
Obligations ineurred during the year a 1, 059, 414 1, 050, 000 2, 000, 000 


1, 854, 899 1, 543, 683 2, 565, 552 
‘i ‘ —101, 088 —40, 131 

Obligated balance carried to certified claims account —214, 387 

Obligated balance carried forward —493, 683 — 565, 552 


\djustment in obligations of prior years 


Total expenditures. 1, 045, 741 938, 000 . 570, 000 


Expenditures are distributed as follows: 
Out of current authorizations - - 660, 059 651, 000 1, 240, 000 
Out of prior authorizations_- Bee 385, 682 287, 000 330, 000 
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Mr. Preston. If there are no further questions, we will now take up 
“Air navigation development,” set out on page 44 of the committee 
print and 377 of the justifications, which page will be inserted in the 
record at this point, along with page 378. 

(The statements referred to follow 4 


Air NAVIGATION DEVELOPMENT 


Summary of requirements 
Appropriation, 1955 Seemaeeenonbemina . . . enqeconece, 9h, COM 
Base for 1956 ‘ ieee s Aa as ti 1, 050, 00 
Net difference, 1956 over 1955: 
Requirements Difference, 
maaan CS? 


es |e | ee 
estimate | estimate —s 


By activity 


| 


RNR oii ck oe Je Shinde nencxs $50,000 | $175,000 | +$125, 000 
Research and development on airways facilities...._| 1,000,000 | 1, 825, 000 +825, 000 


Gross requirements_..........-..-.--------- --| 1,050,000 | 2,000,000} +950,000 950, 0 


Total estimate of appropriation, 1956... ...__--- ; r pte 8 eee oe St See 


x 
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Mr. Preston. The request is in the amount of $2 million, an increase 
of $950,000. 

Is this the Air Navigation Development Board that we have referred 
to? 

Mr. Ler. Yes. And we have with us Col. J. F. Taylor, Director of 
the Air Navigation Development Board. 

Mr. Preston. We are glad to have you with us, Colonel. 

Colonel Taytor. Thank you, Mr. Chairman. 

This is my first appearance in the capacity as Director before an 
appropriation committee. 


GENERAL STATEMENT 


Mr. Preston. You might give us a brief statement about your 
background for the record. 

Colonel Taytor. Yes. 

[I am a member of the United States Air Force on active duty; 
am a colonel in that organization. I am director of the board by con- 
sent of the members of that board, who are members of policy stature 
from the Department of Commerce, Department of Defense, Air 
Force, Navy, and Army. This is the first time it has ever had a mili- 
tary director. 

I came to the Navigation Board, having been the commander of the 
All Weather Flying Division, which was engaged in such things as 
designing the Berlin airlift traffic control procedure, and the Berlin 
airlift. It also operated a daily schedule between Clinton County, 
Ohio, and Andrews Air Base, and maintained a schedule with less than 
a minute’s time tolerance. 

These achievements are stated solely because they point up my 
qualifications as one who is familiar w ith the problems of instrument 
flying and traflic-control problems. 


FUNDS TO BE AVAILABLE FOR PROGRAM 


Mr. Preston. Very well, will you go ahead, Colonel, and discuss 
this item ? 

Colonel Taytor. The $2 million appropriation is allocated actually 
into three basic areas, air navigation, air traffic control, and landing. 
The landing portion will not appear in the $2 million; that will be 
handled by the military budget. The budget we are concerned with 
here this morning is the Department of Commerce only. 

Mr. Preston. How much did you get from them ? 

Colonel Taytor. Approximately $4 million this year—and this is 
stated without knowing exactly what their appropri ‘ation will be. 

Mr. Preston. Yes. 

Colonel Taytor. This is what is contemplated from the Department 
of Defense agencies. 

Mr. Preston. This is in addition to the $2 million ? 

Colonel Taytor. Yes. 

Mr. Tuomas. Over and above that? 

Colonel Taytor. Yes. 

Mr. THomas. Quite a sizable operation ; $6 mfllion. 
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DEVELOPMENT OF TACAN 


Colonel Taytor. Yes. Of the research and development money in 
sir navigation, this is broken down into short-range air navigation 
systems, Rho-Theta type. During the fiscal year 1956, we plan a 
program which will support the recent actions of the Air Navigation 
Development Board, including the work on the development of the 
TACAN individual system, so as to make it suitable for common- 
system use. 

’ Mr. Preston. Did the Board create the TACAN system? 

Colonel Taytor. No. The TACAN system was created by indi- 
vidual navigation contracts and has been a program of the military 
up until recently. 

Mr. Preston. You have not spent any money on this? 

Colonel Taytor. No; we have not spent any money on it. 

Mr. Horan. May I inquire if you are going into a discussion of the 
evaluation of these things? 

Colonel Taytor. In a major sense, yes. There has been no decision 
to adopt TACAN but, rather, a decision to study TACAN as to its 
suitability for a common-use system. A part of the money I am 
referring to, a part of this $175,000, will be spent in investigating the 
channel requirements and channels available and its overall suitability 
for common system use. I would like to make this clear, that up to 
the present time there has been no decision to adopt it. 

Mr. Preston. Have you read the report of the agreement that was 
prepared and furnished to us? In that report, a copy of which we 
have, it is indicated that TACAN has been selected for the system of 
the future, and indicating when it will be installed, and they evaluate 
the life, useful life of VOR/DME as being about 10 years. 

Mr. Horan. That is what confuses this subcommittee. We want to 
know where we are. 

Colonel Tayntor. Let me make another try at this. The Board’s 
objective is for TACAN, but it cannot be realized until we have 
resolved things that are presently unknown: The number of channels 
available +> TACAN: the number of TACAN channels required ; the 
relation of TACAN to the continental air defense plan. The adoption 
of TACAN is completely dependenet upon the solution of these 
questions. 

Mr. Presron. We have gone into the matter pretty thoroughly 
previously. 

Colonel Taytor. Yes. 

Mr. Preston. There is one thing I think we want to know: In what 
way will Rho-Theta type be made obsolete by TACAN installation ; 
only from the standpoint of measuring distance, or on the establish- 
nent of air azimuth ? 

Colonel Taytor. I want to be sure that I understand what your 
question is, Mr. Chairman. Both the systems are Rho-Theta type 
systems; each one of them. In engineering language, they use the 
term “Rho-Theta,” Rho meaning distance and Theta, angle of the 
azimuth. The difference between the two systems of the user is very, 
very little; I do not believe I understood your question. You are 
referring to the alternative system ? 

Mr. Preston. Yes. 
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Colonel Taytor. We will only develop the alternative system if 
TACAN does not answer the demand. We will continue to work on it, 

Mr. Preston. Then what is the ANDB doing with Rho-Theta? |, 
it not designed to begin the replacement for TACAN ultimately / 

Colonel Taytor. Only if TACAN does not measure up to what it 
is planned to do. 

Mr. Preston. If TACAN proves itself, it will be in the future? 

Colonel Taytor. Yes. 

Mr. Preston. Is that your understanding ? 

Colonel Tarior. That is my understanding. 


DEVELOPMENT OF NAVIGATION SYSTEM FOR ROTARY WING AIRCRAFT 


The second part of this $350,000, $175,000, has to do with the devel- 
opment of a navigation system for rotary-wing aircraft. Rotary-wing 
aircraft are just beginning to come on the scene as commercially in- 
portant, and right now we have a need for this system, but we do not 
want to get stampeded into buying something that does not fit the 
requirements. Oddly enough, the rotary-wing aircraft, because of 
its unique aerodynamic qualities, requires a different navigation sys. 
tem than does the fixed-wing aircraft. Because of this, a separate nav- 
igation system will be developed which we hope will enable the heli- 
copter and rotary-wing people to exploit their craft to the maximum 
extent. The money we are asking for this year should start the 
development of that program. That is $175,000. 

Mr. Horan. Mr. Chairman, may I ask a question ? 

Mr. Preston. Mr. Horan. 

Mr. Horan. We have to live in our house when we are rebuild- 
ing it, and we are considering the appropriation of $6 million for our 
present facilities, and I would like to ask when you will have some 
findings you can depend upon? 

Colonel Tayior. I am sorry. I did not understand the first part 
of your question. 

Mr. Horan. We are considering the appropriation of $6 million for 
our present facilities, VOR/DME mostly. 

Colonel Taytor. Yes, sir. 

Mr. Horan. And I say we have to live in our house while rebuild- 
ing it. 

Colonel Taytor. Yes. 

Mr. Horan. This committee is interested in knowing how soon you 
will have dependable findings in connection with the appropriation 
you are asking for now. 

Colonel Taytor. On TACAN? 

Mr. Horan. Any of them. How soon do you think you can have 
dependable findings? I think it is very pertinent to us. We have 
to appropriate yearly. 

Colonel Tayior. On the TACAN system we are shooting at the 
first of the year to know the answers we seek. We may run into some- 
thing that will preclude its adoption. That could happen at any 
time. 

Mr. Horan. I see. 

Mr. Preston. Proceed, Colonel. 
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AIR TRAFFIC CONTROL 


Colonel Taytor. The air traffic control situation, both en route and 
terminal areas, is a very serious consideration for military and for 
civil traffic. We have reached a point now where the jet aircraft of 
the military and the coming jet aircraft of the civil users are demand- 
ing things that our present organization, we believe, is incapable of 
producing for them. We must have better methods of posting; we 
must have better point-to-point communication; we must have better 
radar facilities. Perhaps most important of all, however, is the fact 
that they must be developed in a realistic atmosphere. As a result, 
we have the Technical Development and Evaluation Center at Indi- 
anapolis. The air traffic control center at Indianapolis exists in two 
different forms. One is the day-to-day operational center. Sep- 
arated by a glass partition is the experimental air traffic control cen- 
ter. The same people who do the actual control, when weather and 
conditions permit, go over into the experimental side and try to prove 
in the experimental equipment. 

We have spent a little over $5.5 million in past years on this center, 
and this year we are asking $400,000 for the roche liatien of new radar 
traflice-control displays and new communications arrangements in the 
center so that this transition, which is always gradual and always 
safe because safety is one of the most important factors, can be proved 
in under actual operation conditions. 

In connection with the Airways Operations Evaluation Center, and 
in connection with this same operation, we have en route facilities that 
go into Indianapolis. We want better communications along these 
routes allowing the integration of existing air-defense radar facilities. 
For 1956 we are asking $325,000 for this purpose. 


SIMULATION 


Simulation is a difficult thing to describe but one of our very real 
assists. We are asking $200,000 for this purpose for 1956. 

Mr. Preston. Do not spend too seek time on simulation as it is 
rather technical. 

Colonel Tayior. It is very important. We can simulate any condi- 
tion we want without using aircraft and we can start an exercise and 
stop it and the results are susceptible to investigation and statistical 
analysis. The $200,000 requested is for two things, one, the building 
up of the simulator apparatus, and the other, the carrying out of the 
experiment on en route traffic and the analysis of the results. 


AIR-DEFENSE COORDINATION 


In “Air defense coordination” we are asking for a total of $550,000. 

To get through this as quickly as possible, I am sure you are all 
aware of the huge radar net we have for the routing and for the 
watching of civil and military aircraft. There is a possibility that 
information from this net can be used for en route traffic control. 
We are groping in the dark in this area. 

Two hundred thousand dollars is specifically requested for the 
experimental operation of a radar site. We believe it will be the Mud 
Pond radar in Pennsylvania located on airways leading to New York. 
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PROJECT LINCOLN 


The $350,000 portion, relating to Project Lincoln, I would like to 
depart from the record for secur rity reasons in discussing that. 

Mr. Preston. All right. 

( Discussion off the record. ) 

Mr. Preston. You are asking for almost twice as much money 
this year as you had last year. 


CONTRACTUAL WORK 


How much of your work is done on a contrac tual basis ¢ 

Colonel Taytor, I am estimating now, but it is in excess of 90 per- 
cent. 

Mr. Preston. In excess of 90 percent ? 

Colonel Taytor. Yes, sir. 


PERSONAL SERVICES 


Mr. Preston, You are seeking an increase in “Personal services” 
from $41,000 to $147,000, an increase of $106,000. 

Colonel Taytor. That deserves special explanation. 

Mr. Preston. What is the basis for that? 

Colonel Taytor. Last year the Board was rejuvenated. The in- 
crease is due to the fact the Board has increased in size, plus the fact 
that by agreement between the Secretary of Defense and the Secretary 
of Commerce, instead of budgeting for personal services in the three 
military services as well as ‘the Department of Commerce, we are 
localizing it in one spot. Commerce is picking up the whole bill in 
1956. 

Mr. are asking for three more employees next year. We had the 
money to hire them this year, but we could not get them. 

Mr. Preston. That represents only $106,000 of your total increase 
of $950,000. 

Colonel Taytor. Additionally six more employees now paid for by 
Department of Defense are provided for in 1956. 


OTHER CONTRACTUAL SERVICES, GENERAL DEVELOPMENTAL PROJECTS 


Mr. Preston. Under the heading “Other contractual services, gen- 
eral developmental projects,” you have an increase of $825,000. 

Colonel ‘Taytor. Yes, sir. 

Mr. Presron. And that figure is related, I suppose, to the project 
you have been describing ? 

Colonel Taytor. Yes; and the stepped up tempo of our work. 


RESEARCH AND DEVELOPMENT IN VARIOUS GOVERN MENT AGENCIES 


Mr. Preston. One of the great weaknesses in our governmental set- 
up is the scattered research and development w ork we have in our 
governmental agencies. Nobody knows how much we are spending 
each year on research and development. It is a pity it does not come 
before one congressional group instead of being scattered all throug! 
the agencies. “I am confident there is a lot of duplication in this 
work. 
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Mr. Tuomas. $2,200 million in fiscal year 1956. 

Mr. Preston. Total? 

Mr. Tuomas. Total, 

Mr. Horan. That is why I asked yesterday for some survey of what 
industry is doing in this field, because you are exactly right. 

Colonel Taytor. I would like to offer some alleviation for this prob- 
lem. One of the purposes of the Air Navigation Development Board 
is to coordinate. We have representation on the military committees 
that examine all the navigation projects, classified and unclassified. 
The present controversy between TACAN and VOR/DME is because 
there was no ANDB when these projects were initiated. That is the 
reason for the rejuvenation of the board and its reestablishment at 
the policy level. 

Mr. Preston. How long have you been with the Board? 

Colonel Tayior. About a year. 

Mr. Preston. Are you familiar with what the Navy, Army, and 
Air Force are doing along this line? 

Colonel Taytor. Completely. 

Mr. Preston, And in your opinion ANDB is not duplicating ac- 
tivities being done by the other agencies ? 

Colonel Taytor. | am positive it is not. 


NUMBER OF PERSONNEL 


Mr. Trromas. How many people do you have on your payroll ¢ 

Colonel Tayxor. I have about 30 people available full time, 17 of 
whom are paid by this administrative request. We have three people 
from ‘industry. 

Mr. Preston. Will you yield? 

Mr. Tuomas. Yes. 

Mr. Preston. You said you had 30? 

Colonel Taytor. Thirty available. 

Mr. Preston. Seventeen on this payroll and three from industry. 
That leaves 10 that are not in this budget ? 

Colonel Taytor. I have a full-time member from the Air Trans- 
port Association, from the Air Force, from the Army, and from the 
Navy, the Department of Defense and the Department of Commerce, 
and I am furnished at no cost other than my military salary which is 
paid by Department of the Air Force. I have 3 people from indus- 
try, but they will only be there about 8 more months. 

Mr. Tuomas. Your personnel cost is how much of this overall $6 
million? It cannot be very much. 

Colonel Tayior, It is very low. 

Mr. Tuomas. $250,000? 

Colonel Taytor. It is less than that. It is about $150,000. 

Mr. Tuomas. Where does the remainder of the $6 million go? 

Colonel Tayior. All research and development contract work. 

Mr. Tuomas. Who is your main contractor ? 

Colonel Taytor. We have no main contractor. 

Mr. Tuomas. How many contractors do you have? You do not 
have any fellowships, any college students, do you? 

Colonel Taytor. No. We contract through the services we repre- 
sent. For instance, by custom the money we are requesting from 
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the Commerce budget will be spent through the evaluation center at 
Indianapolis. They would have in 1956 about 15 contracts. 

Mr. Tuomas. Do you spend any of this money for the Air Force, 
Navy, and Army? 

Colonel Taytor. The Air Force will come up with about $2.2 mil. 
lion, and they will spend it throughout their own laboratories on con- 
tracts which we write specifications for. They will determine the 
contractor; not us. The Army and Navy will do the same thing. 

Mr. Tomas. When was this Board created ? 

Colonel Taytor. The present Board was created last year, but 
ANDB’s first fiscal year was 1949. 

Mr. Txomas. No further questions. 


SALARIES OF PERSONNEL 


Mr. Presron. Colonel, I notice from our committee print that 
the people who work for you have been doing well down there. They 
have gone from GS-9.3 at a salary of $6,021 per year in 1954 to 
GS-11.5 at a salary of $8,335 in 2 years’ time. How do you account 
for that? Are you just playing Santa Claus? 

Colonel Taytor. I have some very fine people, sir. They are all in 
a directive capacity. 

Mr. Preston. What educational requirements do you have for 
them ? 

Colonel Taytor. Of course, they are all engineers. I have two mas- 
ters, but mostly it is their experience, their accomplishments, that 
count. I am confident I could place any one of my engineers in an 
$18,000-a-year job. One of my great problems is attracting people to 
the work. I have a letter on my desk I will be glad to give you froma 
firm on the west coast asking for engineers at an $18,000 wage. I have 
a GS-14 who meets all their requirements for this position. 

Mr. Tuomas. Your money is spent largely in two places, the evalu- 
ation center in Indianapolis and a station in Pennsylvania. Where 
is the rest going to be spent? 


AIR TRAFFIC CONTROL BEACON 


Colonel Taytor. I am not prepared to speak for the military. One 
of the biggest items for the Navy, about $500,000, will be spent on the 
air traffic control beacon. I brought one along. It is on the desk. 

This device is a method of reenforcing the radar. The radar interro- 
gates the airplane and this instrument responds. It has 10 channels. 
This allows the radar to see aircraft in any weather conditions and 
through thunderstorms. 

Mr. Tuomas. Is that a new instrument you developed ? 

Colonel Taytor. Yes. 

Mr. THomas. When? 

Colonel Tayxor. It is in the process now. I would not say it is 
completely developed yet. This is a sample of the type of work we are 
doing. 

In the Air Force budget we have similar developments. I would not 
want to mention too much of these because they are military develop- 
ments. 

Mr. Preston. Mr. Horan. 








on eo ‘eee on re 





ter at 


Force, 
2 mil- 
1 con- 
e the 


*, but 


. that 
They 
54 to 
count 


all in 
2 for 


/mas- 
- that 
in an 
ple to 
rom a 
have 


valu- 


V here 


One 
n the 
Y 
erro- 
inels. 
; and 


it is 
e are 


d not 
elop- 


RESEARCH AND DEVELOPMENT IN VARIOUS GOVERN MENT AGENCTES 


Mr. Horan. I want to say that I, for one, want to see research car- 
ried on in all of these fields, but I would like to ask Mr. Lee at this 
time, when he puts in that survey of research of private industry, to 
also tell us the categories of research carried on by NACA, and what 
Colonel Taylor is doing and what other research fields in the Federal 
Government are doing. I think it would be pertinent and useful to in- 
clude those in a survey of the research that is being done in the avia- 
tion field, and also how they are coordinated and what each field is try- 
ing to achieve, so that this committee will have a broader view of the 
entire picture. 

Mr. Presron. Your difficulty will be that Mr. Lee will not be able 
to gather too much information about what the private people are 
doing, because they wrap that up in secrecy ; it is competitive. 

Mr. Horan. You can see the difficulty we face passing on these iso- 
lated items when the left hand does not know what the right hand is 
doing. Is not NACA supposed to do that ¢ 

Mr. Ler. They do not go into the question of air navigation and 
control. Their principal field of interest is in aircraft instruments, 
materials, and powerplants, and only incidentally have they gotten 
into instrumentation. Their interest in instrumentation has been 
limited to such things as telemetering, which allows them to track 
missiles and other unmanned objects. They do not develop any navi- 
gation devices or control devices. 

Mr. Tuomas. Their field is propulsion and flight. 

Mr. Horan. We do not want to interfere with research but we would 
like to know what is going on so that I, at least, can sign the report. 

That is all. 

Mr. Preston. We could spend hours on this subject, but we are oper- 
ating on a close schedule. We will close the hearing now on the Air 
Navigation Development Board. 


ACHIEVEMENTS OF BOARD 


Colonel Tayrtor. I would like to include for the record highlights 
of our projects and accomplishments to date. 

Mr. Preston. We will insert that in the record at this point. 

(The document referred to is as follows:) 


ACHIEVEMENTS OF THE AIR NAVIGATION DEVELOPMENT BOARD 


A. HIGHLIGHTS OF CURRENT PROJECTS 


1. Navigation 


(a) Detailed studies of short distance navigation systems have been conducted, 
and a — of action for resolution of the VOR/DME -tacan problem has been 
prepared. 

(b) An active program is now underway on evaluation of existing types of 
radio aids for use in helicopters and convertaplanes. 

(ce) A current project is the investigation of use of radioactive materials as 
radiation energy sources for aids to air navigation. With these techni«ues, 
radioactive material could be located on the ground, and aircraft would carry 
the equivalent of a Geiger counter to alert the pilot when his aircraft is within 
the radiation area of the ground source. 
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2. Air traffice control 
(a) ANDB is actively supervising and coordinating the evaluation of an air. 


borne radar beacon system which will meet all of the civil and military requir. 5.1 
ments. The equipment was developed in past years under ANDB sponsorshi), 6.1 
and a systematic and complex evaluation program is now underway. All military 63. 
and civil interests are participating in this evaluation and in the general guidane 6. 
of the program. The evaluation includes inservice testing of the system at Ney 6.3. 
York, Chicago, and Washington. This program is completely coordinated with 6.3. 
the Nation’s air defense system. 6.3. 
(b) ANDB has taken the following additional actions with regard to integra. 6 


tion of common system air traffic control facilities with air defense. 

(1) Studied means of remoting radar data from the Air Defense Commani 6. 
radar sites to the common system air traffic control facilities, and develope 7 
plans for installation of test facilities using both microwave and narrow bani 7 
transmission systems. 


(2) Completed plans and is assisting -in the establishment of a test common 8.1 
system air traffic control unit physically located in the operations room of an 92 
Air Defense Command radar center. 9.3 

(3) Established a close and continuing liaison with the laboratories whic 9.4 
are supervising the military development of future air defense facilities, and js 
making plans to test the traffic control potential of certain portions of this 9.5 
future system. 9.7 

(c) The ANDB is proceeding with the following equipment developments ani 9.9 
evaluations : 9.9 

(1) An improved airport surface detection equipment which will be adequate 9.1 
for instalation at major airports. This radar will enable the airport traffic 9.1 
controllers to have all portions of the airport surface under their surveillance at 13.5 
all times regardless of weather conditions. 13.7 

(2) With the cooperation of CAA, Weather Bureau, Army, Navy, Air Force 1 4 
the airlines, and the Air Line Pilots Association, is— ? 

(@) Evaluating the utility of improved final approach area weather pre. 4] 
diction, utilizing the latest automatic equipments for measuring visibility 6.2 


and ceiling conditions. These equipments were developed earlier under 
ANDB sponsorship. 


6.2 

(b) Evaluating a selective weather distribution system which employs 62 
magnetic drum storage of weather data and automatic teletype switching 6.2 
and transmission. This system is being evaluated to determine whether it 62 
is possible to reduce the number of circuits and the volume of weather data 62 
handled, while achieving an improvement in the utilization of weather ob- 6.7 


servation personnel. 


( 
(3) The dynamic air traffic control simulator developed earlier by ANDB is we 
in constant use, not only for development work, but also by the military services 6.2 
and the CAA for the improvement of current air traflic control situations. ne 
9, 
B. LISTING OF PROJECTS SPONSORED BY ANDB SINCE 1948 a 
1. Army supervision 13.$ 
13.1 
Project number and title 13.1 
1.4 
6.9 Rotor blade modulation study. 65 
7.3 Development of 1,000-megacycle master oscillator power amplifier. ' 
10.1 Systems engineering re communications facilities. ». J 
: a 6. 
2. Navy supervision 7 
‘. 
2.1 Exp. rho-theta transponder. 14 
2. Secondary radar air traffic control beacon system. 
6.0 Flight test and evaluation. 
6.5 Evaluation of VOR antenna. . ( 
6.8 Evaluation of navigation aids to helicopters. 4.- 
Y Development of aircraft antennas. 


7.11 Study of radio meteorological phenomena. 4 
ta 
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3. Air Force supervision 
6.0 Flight test and evaluation. 
5.1 Airport surface detection equipment. 
6.1 Flight test and evaluation of OBD-DME and course line computer. 
6.3.1 Evaluation of VHF-ILS modification and additions. 
6.3.2 Evaluation of automatic flareout control. 
6.3.3 Evaluation of 1,000-megacycle and 5,000-megacycle ILS. 
6.3.4 Evaluation of “split” precision approach radar. 
Evaluation of precision approach radar. 
Evaluation of automatic precision approach radar. 
Evaluation of new rho-theta equipments. 
Evaluation of VOR cage-type antenna. 
Study circular polarization on X-band. 
Development of 1,000-megacycle vertical polarization glide slope 
antenna. 
8.2 Study ALSTAR. 
Automatie flight controller, Mark III. 
Development of improved flareout altimeter. 
Development of traffic control modifications to precision approach 
radar, 1 (PAR-1). 
Ultimate systems PAR studies (ground). 
9.7 Development of automatic nose wheel control system. 
9.9 Consultants, airborne instruments laboratory. 
9.9 Evaluation of PAR XW-4. 
9.10 Procurement of engineering model of 6-channel APAR. 
9.12 Development of magnetic guidance system. 
13.5 Development of airborne antenna switch R/F—DME. 
13.7 Development of DME ramp test equipment. 


4. Technical Development and Evaluation Center, CAA 

E2 Air traffic coordinating equipment. 

4.10 Development of improved air traffic control communications. 
6.2 Terminal aids evaluation center. 

6.2.0 Navascreen. 

6.2.3 Airport surface detection equipment. 

6.2.4 Evaluation of radar (primary and secondary). 

6.2.5 Evaluation of pictorial computers. 

6.2.8 Airborne instruments laboratory, consultants, 

6.2.9 Evaluation of PAR-1 traffic control modifications. 
6.7 Simulation. 

6.2.11 Evaluation of pictorial situation display. 

6.2.12 Evaluation of DME-MOPAT (master oscillator power amplifier). 
6.2.14 Evaluation of VOR antenna. 

6.2.15 Evaluation of lightweight DME. 

9.1 Directional VHF localizer. 
11.3 Development of bright display—-ASR-2 and PAR-1. 
13.1 Development of pictorial computers. 

13.9 Development of miniaturized DME interrogator. 
18.10 Development of lightweight DME interrogator. 
13.11 Improved DME ground receiver equipment. 

1.4 Airways operations evaluation center. 

6.8 ‘valuation of VOR high site antenna. 


5. Federal Airways, CAA 
ASR-2 wave guide changes at TDEC. 
ASR (airport surveillance radar). 
Airways operations evaluation center, engineering survey and equip- 
ment installation. 
6. Commerce Department 
Investigation of improved prediction of airport acceptance rates 
(Weather Bureau). 
Final approach visibility studies (Weather Bureau). 
Propagation, 960—-1600-megacyele region (Bureau of Standards). 
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7. Direct contracts 


6.0 Flight test and evaluation. 

Consultant services (Sperry Gyroscope Co.). 

One-man ground control approach (GCA) (E. K. Cole Co.). 

Airways operations evaluation center (Western Electric). 

Traffic control study (Cornell Aeronautics Laboratory). 

Regulation of air traffic (Cornell Aeronautics Laboratory). 

Study of simulation to the investigation of air traffic control (Frank. 
lin Institute). 

Traffic control study (Cornell Aeronautics Laboratory). 

Study, computer and simulation to investigate air traffic contro) 
(Franklin Institute). 

Aircraft and communications measurements (Franklin Institute). 

Simulation of terminal traffic control problems (Franklin Institute), 

Study en route traffic control problems (Franklin Institute). 

Study and analysis of air traffic control problems (Massachusetts In- 
stitute of Technology). 

Low visibility flight studies (Sperry Gyroscope Co.). 

Procurement eight 1000-megacycle recorders and six signal generators 
(Central Radio Prop. Laboratory). 

ALSTAR (General Electric). 

Human engineering long-range psychological research (National Re 
search Council). 

Experimental measurement apparatus for ultimate PAR (precision 
approach radar) (Airborne Instruments Laboratory}. 

6.3.1 Consultants for NAEC at Wright Field (Airborne Instruments Labora- 

tory). 

11.2 Development of pictorial situation display (RCA). 

13.10 DME operation evaluation (Mohawk Airlines). 

6.8 Consultant for helicopter project (Coast Guard). 

6.7 Study en route traffic control problems (Franklin Institute). 

18. 12 VOR/DME—TACAN project. 

VOR receiver tests (Bendix Radio). 


Mr. Preston. Mr. Thomas, if you will proceed with your questions 
on the Civil Aeronautics Administration. 
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Mr. Tuomas. Your justifications give quite a bit of words without 
any figures. You are requesting for “Other objects” for fiscal year 
1956 $25,415,459 as compared with $24,039,695 for fiscal year 195i, 
against a total budget of $106 million for fiscal year 1956 and $103 
million for fiscal year 1955. 

TRAVEL 


This figure of $3,427,827; is that your entire travel item for the 
CAA? 

Mr. Basnicut. $3,427,827 is the entire amount for travel in the 
“Operation and regulation” appropriation. 

Mr. Tuomas. I am talking about travel. How do you break that 
down? Does that include the operation of your airplanes? Is that 
by rail or both ? 

Mr. Basnicurt. It is for all forms of travel. The primary require 
ment is for personnel that are required to travel to maintain facilities 
along airways. 

Mr. Tuomas. How is this money spent ? 

Mr. Basnicut. It is spent in different forms. We have trucks that 
our maintenance people travel in. 

Mr. Tuomas. Where is that $3.5 million item broken down? 
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Mr. Basnieur. There is an explanation on page 223 which treats 
with the amount of travel in the Federal airways budget. 

Mr. THomas. You say: 

Approximately 86.1 percent of travel funds are needed by personnel required 
to travel in maintaining and operating air navigation and associated facilities, 
travel of employees attending training courses, for necessary transfers of em- 
ployees and their dependents for the benefit of the Government, and for leave 
travel of personnel stationed outside the continental United States. Approxi- 
nately 13.9 percent of the travel funds are required by departmental and regional 
headquarters personnel in connection with their duties as supervisors, inspectors, 
and coordinators. 

Where do they go and how long do they stay ? 

Mr. Basnigut. The maintenance people travel to the field stations. 

Mr. Tuomas. How many people are in travel status, and how long 
do they stay out? In other words, we do not mind giving you what 
you need, but we do not like to write blank checks. 

Mr. Preston. Might I interject that it is difficult for them to 
anticipate all the trips that are made, for example, in connection with 
accidents, 

Mr. Tuomas. What is the reason for hiring aircraft when you are 
operating 85 of your own ? 

Mr. Basnicgur. The airplanes we have are DC-—3’s and Beechcraft. 
They have a lot of electronic gear in them to test navigational aids. 

Mr. THomas. With 85, I think that is enough, and I think Mr. Lee 
testified you had 12 in storage not being used. 

Mr. Basnieutr. We are not using 12 because we find it is cheaper 
to rent small aircraft than to buy Beechcraft and DC—3’s. 

Mr. Tuomas. Why this increase of $92,000 for travel over last 
year’ We have an increase of only about 800 in employees. Are all 
of them going to travel ? 

Mr. Basnigut. No; not many of them travel in terms of people 
who work in our facilities. We have some new facilities going in 
which will require supervisory checks, and we have the matter of 
biennial vacations. 


COMMUNICATION SERVICES 


Mr. Tuomas. What about your communication services? You are 
asking for $7,923,524, an increase of $203,000 over last year. 

Mr. Basnient. This money is spent for relaying information about 
aircraft movements. The way we control aircraft is by establish- 
ing time and position fixes which are communicated to control centers. 
This requires the rental of long-distance telephone lines that are used 
exclusively for this purpose. 

Mr. Tuomas. Is this entirely rental money here? 

Mr. Basnient. Largely rental money. 


RENTS AND UTILITY SERVICES 


_ Mr. Tuomas. What about rents and utility services? You are ask- 
ing $3,483,000, an increase of $288,878 over last year. 

Mr. Basnieur. The principal item of rental increase is accounted 
for by the rental of a building at the International Airport in New 
York, where the air traffic control center has become very congested. 

Mr. THomas. Whom do you rent it from? 
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Mr. Basnicut. The New York Port Authority. 

Mr. THomas. How many square feet and how much do you pay per 
square foot? 

Mr. Basnicurt. I will furnish that for the record. 

Mr. Trromas. Where is the rest being spent? 

Mr. Basnicur. The rest is a matter of some of the facilities having 
been rented in the past and the rent paid by GSA now appearing in 
our estimate. GSA has declared some of the space special-purpose 
space as distinguished from office space. 

Mr. Tuomas. Does GSA pay part of this? 

Mr. BasNicut. This covers the rent of our field facilities in the 
main. GSA pays the regional offices rent and the Washington office 
rent. 

Mr. Tromas. Will you put in the record at this point the location 
and square footage and amount of rent you pay that comprises that 
figure of $3,483,361 ? 

Mr. Basnicut. Yes, sir. We will be very glad to furnish that. 

(The information requested was supplied to the committee. ) 

Mr. Tuomas. GSA has a bill of about $108 million, most of it for 
rent. Is this transfer money ? 

Mr. Basnieut. No, sir; this is not transfer money. 

Mr. Tuomas. Do you know what you pay on an average for your 
rental space per square foot? 

Mr. Basniaut. I would estimate $1.50 per square foot. 

Mr. Txomas. For all space, office space, shop space, warehouse 
space ? 

Mr. Basnient. It is what we might term “working space.” People 
work at these locations, but the units are not equivalent to depart- 
mental Government offices. 

Mr. Tromas. If it is warehouse space, you are paying more than 
it is worth at $1.50 per square foot. 


SUPPLIES AND MATERIALS 


What about the item of “Supplies and materials,” where there is 
an increase of $744,854, bringing the total up to $6,377,558 for fiscal 
vear 1956? 

Mr. Basnicut. That is principally the requirements for parts, tubes, 
and electronic sections of equipment used in the air navigation aids. 
These parts, even the old radio tubes, need replacing periodically. 

Mr. Tuomas. Does this item go hand in hand with your increase in 
navigation aids ? 

Mr. Basnicut. Part of it. The new facilities will require $349,000. 

Mr. Tuomas. How do you arrive at this increase of $744,000, which 
is about 11 percent higher than 1955? 

Mr. Basnicur. It is made up of several figures, sir. The new 
equipment placed in service during 1955 but not operated for a full 
year requires an increase of $24,000. 


VALUE OF INVENTORY 


Mr. Tuomas. I presume you have quite a stock of supplies and ma- 
terials. What was your inventory on January 1 of this year? 
Mr. Basnient. It would run about $1,800,000. 
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Mr. THomas. Where is it located ? 

Mr. Basnicgur. At the regional warehouses in four areas in the 
Vnited States. We estimate a 90-day stock for most items in the 
warehouses at the time replacement purchase orders are written. 

Mr. Tuomas. Do you have a late figure of your ventory ‘ 

Mr. Basnienr. As of June 30. 

Mr. Tomas. Last year? 

Mr. Basnicut. Yes. 

Mr. Tuomas. How much is it ? 

Mr. Basnicur. I do not have it with me. 

Mr. THomas. Do you have an approximate idea / 

Mr. Basnicut. I would estimate $1,800,000 in active stock. 

Mr. Tuomas. Will you supply the exact figure in the record ? 

Mr. Basnieur. Yes. 

(The information follows :) 

VALUE OF INVENTORY 

Value of active inventory in continental United States as of June 30, 1954, 
$1,861,894. 

This figure includes items valued at $254,875 which have been acquired 
through salvage. Exeluded from this stated value is $710,866 in items located 
in Alaska and the Pacific islands, in which amount there are items valued at 
*118,000 also acquired through salvage. 

The value of all items located both in the domestie United States and its 
Territories on June 30, 1954, would aggregate $2,572,760, considering items ob- 
isined from all sources. 


OTHER CONTRACTURAL SERVICES 


Mr. Tuomas. For “Other contractural services” you are requesting 
$1,881,431. This is an increase of $76,000 over fiscal year 1955. 

Mr. Basnicur. Some of the work, such as painting, repair of control 
quarters, radio towers, power sheds, and access roads is performed 
by contract as it is more economical to employ local labor than to use 
regular Government employees. 

Mr. Tuomas. How many of those stations are involved in this appro- 
priation of $1,881,461 ? 

Mr. Basnicut. Roughly 600. 

Mr. Trerers. Mr. Thomas, we have several hundred facilities over 
the country, and that is broken down on a formula basis for our system 
as a whole. 

Mr. THomas. Where is that in your justification ? 

Mr. Basnient. Page 224, and in a booklet we gave you yesterday. 

Mr. THomas (reading) : 

Contractual services are utilized in the maintenance and repair of field 
facilities such as control quarters, radio range buildings, access roads, radio 
towers— 
andsoon. Ido not see a dollar mark in there; do you? 

Mr. Preston. He gave it to us yesterday. This [indicating] was 
provided to each member yesterday. 

Mr. THomas. Well, time is too scarce. I would like to say those 
other objects are running high. They constitute 25 percent of your 
total appropriation. 

Mr. Trerets. One large item is for the teletype and intercommuni- 
cation systems. That is all under contract with the long line systems 
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of the various private industries. That is one of the largest factor 
in it. 

Mr. Tuomas. Why is there an increase of $203,000 for next year over 
this year ? 

Mr. Trerets. We have new facilities coming in. This fits into , 
network of requirements. When you authorize us a new tower, for 
example, eventually this will show up in here as an increase. 

Mr. Ler. One of our responsibilities 

Mr. Tuomas. I think the time is running short, gentlemen. 


ACCOMPLISHMENTS Unpber TECHNICAL DEVELOPMENT AND EvALuatioy 


Mr. Preston. Mr. Lee, we have not looked very carefully at what 
you are doing under technical development and evaluation. That has 
been swallowed up, so to speak. I would like a breakdown placed in 
the record at this point covering that. 

Mr. Lee. We have a statement similar to statements which have beer 
furnished the committee in previous years giving our accomplishments 
during the second half of fiscal year 1954 and the first half of fiscal 
year 1955. 

Mr. Preston. Do you have one that will show what your projects 
are for 1956? 

Mr. Basnient. They are under Federal airways, aviation safety, 
and airports. In aviation safety there is some reduction. 

Mr. Ler. We will be glad to furnish exhibits to bring together in 
one place all the projects we are planning for 1956. 

Mr. Preston. All right, do that. 

We will insert this statement in the record at this point. 

(The document referred to is as follows :) 


TECHNICAL DEVELOPMENT AND EVALUATION PROJECTS PROPOSED FOR FIscaL YEAR 
1956 


FEDERAL AIRWAYS 
1. Electronics Division 
A. VHF Omnirange: 
. In-service improvements—VOR-TVOR 
. Reduce VOR course scalloping 
. Remote percentage modulation indicator 
. Test VOR-TVOR transmitting equipment 
. Develop precision VOR 
. Investigate effect of trees on VOR 
B. Distance measuring equipment: 
1. Improve ground DMB 
2. Improve airborne DME 
3. In-service ground DME improvements 
4. In-service airborne DME improvements 
C. Instrument landing system: 
1. Reduce glide path bends 
2. Develop VHF directional localizer 
3. In-service improvement of directional localizer 
D. Standardization of airborne receivers 


2. Navigation Aids Evaluation Division 
A. Study present air traffic control problems 


AVIATION SAFETY 
1. Aircraft Division 
A. Fire protection—helicopters : 
1. Develop fire detection system for H-5H helicopter powerplant 
2. Develop fire extinguishing system for H-5H helicopter powerplant 


+. 
Wor 
gati 
area 
deve 

9 


in tl 
proc 
safe 


vw. 
Nor 
for 
an j 
4. 
tine 
D. 
Stat 
omn 
6. 
wit! 
7. 
met 
of s 
ante 
devi 





ATION 


what 
it: has 
‘ed in 


> been 
ments 


fiseal 


ojects 


ifety, 


er in 


327 


B. Fire testing—equipment and materials: 
1. Effect of fire extinguishing system design and fittings on discharge 
characteristics 
2. Evaluate fire protection of miscellaneous powerplant components 
and materials 
C, Development of crash-resistant fuel tanks: 
1. Crash test casing-liner type wing fuel tanks 
2. Design criteria for crash-resistant casing-liner wing fuel tanks 
3. Develop fittings for crash-resistant casing-liner fuel tanks 
D. Development of increased daytime conspicuity of aircraft: 
1. Determine daytime conspicuity of transport aircraft 
2. Test collision warning devices 
3. Flight evaluation of collision warning devices 


AIRPORTS 
1. Airport Division 
A. Evaluation of modified controllable-beam runway light 
B. Lighting laboratory tests for other segments of CAA 


ACCOMPLISHMENTS OF THE TECHNICAL DEVELOPMENT AND EVALUATION CENTER, 
SEcoND HALF oF FiscaL YEAR 1954 AND First HALF or FISCAL YEAR 1955 


FEDERAL AIRWAYS ACTIVITIES 


1. Air traffic control simulation studies were completed on the Dallas-Fort 
Worth area. Recommendations were made regarding the rearrangement of navi- 
gation aids in order to provide more efficient handling of en route and terminal 
area traffic. Also, an improved method of handling shuttle operations was 
developed. 

2. An air traffic control simulation study of the use of two major civil airports 
in the Chicago area was completed. Changes in navigation facilities and control 
procedures which will increase the traffic flow in the Chicago area with greater 
safety and efficiency were recommended. 

3. A survey of Air Defense Command radars between Boston, Mass., and 
Norfolk, Va., was made to determine whether or not these radars could be used 
for air traffic control. The results of the survey and the recommendations for 
an implementation program are classified. 

4. A similar survey of an ADC radar in California was conducted and per- 
tinent recommendations made. 

5. An investigation of four VOR’s in the southeastern part of the United 
States was made to determine the causes of excessive errors. Preliminary rec- 
ommendations were made. 

6. An extensive test program which determined the limitations of the VOR 
with regard to terrain discontinuities was completed. 

7. Further VOR inservice improvements included the development of a dynamic 
method of measuring the variable phase modulation percentage, the determination 
of satisfactory types of r-f relays, the development of an improved four-loop 
antenna for use in the 108-112-Mc band, the evaluation of an improved industry- 
developed spinning antenna, and the development of a method for standardizing 
wiggle filter damping in airborne equipment. 

8. An industry-developed TVOR was evaluated and the results reported. 

9. A series of tests was conducted which determined that a suitable alternate 
location for the DME ground antenna is 15 feet from the periphery of the VOR 
counterpoise. 

10. Inservice DMB improvements included the deevlopment of a circuit for 
eliminating count-down of DTB transponders due to multipath transmission from 
the aircraft, the development of a monitor-recorder for determining the cause 
of main-to-standby automatic transfer of unattended DTB transponders, the 
development of a circuit for substantially eliminating spurious identity responses 
of type DID interrogators in the presence of multipath transmissions from the 
transponder, the development of an experimental orbit meter and distance 
selector for interrogators, and the development of a servo mechanism which per- 
mits operation of course line computors and pictorial displays from type DIC 
and DID interrogators. 

11. A glide-path system employing new principles was developed and success- 
fully tested at Greenville, S. C., and Charleston, W. Va., where the conventional 
glide path does not operate satisfactorily due to rough terrain. In addition, a 
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modified antenna array for the null reference glide path system was evaluate 
and showed that it can be expected to produce a substantial improvement at sites 
where the conventional glide path is unsatisfactory. 
12. Thirty-one airborne navigation receivers were calibrated and standardize; 
for various aviation organizations. 
13. An extensive evaluation of the TACAN, the military short-range navigy. 
tion system, was conducted. The results of the evaluation are classified. 
14. The following technical development reports were published : 
Report 
No. Title 
222 Analytical and Simulation Studies of Several Radar-Vectoring Procedure 
in the Washington, D. C., Terminal Area. 
224 Evaluation of Aircraft Radio Corporation Type H—14 Signal Generator as 
Low-Cost Omnitest Facility. 
225 The Development and Testing of the Terminal VHF Omnirange. 
226 Evaluation of the Anscopilot. 
227 Ground Calibration of the VOR. 
231 Test of Uskon Cloth to Reduce VOR Course Scalloping. 
232 A TVOR Automatic Rebroadeast System. 
233 Applicability of Magnetic-Drum Information Storage to the CAA Teletype. 
writer Circuits. 
237 Dynamic-Simulation Tests of Several Proposad Dual-Airport Traffic Con- 
trol Systems for Washington Terminal Area. 
239 Dynamic-Simulation Tests of Several Traffic Control Systems for the Fort 
Worth-Dallas Terminal Area. 
244 A Dual-Control Course-Line Computer, CAA Type 1A. 
245 Evaluation by Simulation Techniques of a Proposed Traffic Control Proce 
dure for the New York Metropolitan Area. 
246 Development of a Variable-Parameter DME Interrogator. 
247 CAA Type II Automatie Flight and Navigation Equipment. 
249 <A Stabilized Local-Oscillator Performance Evaluator. 
252 A Terminal VHF Omnirange Marker. 
255 Evaluation of the Melpar Aural Bearing Generator. 
256 Preliminary Evaluation of the Collins TVOR. 


AVIATION SAFETY ACTIVITIES 


1. Aircraft fire protection means developed by TDEC have been incorporated 
in the Lockheed Super-Constellation airplane. This makes use of the high 
rate discharge (HRD) extinguishing system. 

2. After extensive investigation, cockpit visibility standards for transport 
type aircraft were determined and pertinent recommendations for Civil Air 
Regulations were made. 

3. The results of the aircraft-collision-course study are being used by CAA 
and CAB in the analyses of collision accidents. 

4. The following technical development reports were published : 

Report 

No. Title 
220 Some Physical Properties of a Number of Proposed Construction Mate 

rials for Nonmetallic Crash-Resistant Aircraft Fuel Tanks. 
236 Evaluation of Klincher Locknut in Hose Coupling Subjected to Fire and 
Vibration. 
248 Development of Helicopter Blade Tip Lighting. 
Fire Detection Studies in the Convair-340 Power Plant. 
Evaluation of the General Mills-Ryan Flight Recorder. 


AIRPORT ACTIVITIES 


1. A preliminary service evaluation of a modified controllable-beam runway 
light was completed. The evaluation showed the light to be satisfatcory although 
not entirely meeting theoretical requirements. 

2. The following Technical Development Report was published : 


Report 
No. Title 


238 Evaluation of a Controllable-Beam Runway Light 


Mr. Preston. The committee will stand adjourned until Monday 
morning at 10 o’clock. 
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Monpbay, Aprit 25, 1955. 
CIVIL AERONAUTICS BOARD 


WITNESSES 


HON. ROSS RIZLEY, CHAIRMAN OF THE BOARD 

RAYMOND SAWYER, EXECUTIVE DIRECTOR 

JOSEPH H. FitzGERALD, DIRECTOR, BUREAU OF AIR OPERATIONS 

IRVING ROTH, CHIEF, RATES DIVISION 

JOHN H. WANNER, ASSOCIATE GENERAL COUNSEL 

M. C. MULLIGAN, SECRETARY OF THE BOARD 

WARNER H. HORD, CHIEF, OFFICE OF CARRIER ACCOUNTS AND 
STATISTICS 


Mr. Tuomas. The committee will please come to order. I under- 
stand that the chairman, Mr. Preston, is at Langley Field en route 
and may be delayed for 2 or 3 hours. 

We have with us this morning the Civil Aeronautics Board, Hon. 
Ross Rizley, our friend of many years, and former colleague, Chair- 
man of the Board; Mr. Raymond Sawyer, Executive Director; Mr. 
FitzGerald, Director, Bureau of Air Operations; Mr. Roth, Chief, 
Rates Division; Mr. Wanner, Associate General Counsel; Mr. Mulli- 
gan, Secretary of the Board and Mr. Hord, Chief, Office of Carrier 
Accounts and Statistics. 


GENERAL STATEMENT 


Mr. Chairman, it is nice to have you with us and if you have a 
general statement, we will be pleased to listen to you as long as you 


want to talk. 

Mr. Riztey. Thank you very much, Mr. Thomas. I appreciate 
the opportunity of being here, and of visiting with my former 
colleagues. I hope before we get through with the hearings we may 
be able to satisfy your inquiries. 

This is my first appearance before you as Chairman of the Civil 
Aeronautics Board, a position which I have occupied since March 1, 
1955. Nevertheless, I have familiarized myself with the estimates 
which you will consider today—one being for ‘‘Salaries and expenses’’ 
of the Board; the other covering ‘‘Payments to air carriers’’—and 
wish to assure the committee that I completely endorse them. Indeed, 
it is my purpose to explain and justify these estimates in a manner 
which I hope will fully satisfy you. 

If it is agreeable to the committee, I should like first to review the 
estimate for “Salaries and expenses.’’ I intend to be as brief as 
possible in this initial presentation because you will doubtless wish 
to discuss a number of questions and, above all else, I want to be sure 
that you have full and complete information on every question. 

The 1956 estimate is in the total amount of $4,125,000 which, com- 
pared with the current year’s appropriation, is an increase of $348,000. 
The 1955 appropriation of $3,777,000 is the same amount as was 
available to the Board in 1954, but $33,000 less than our appropriation 
for 1953 and $93,000 less than the appropriation for 1952. In 1952, 
the Board had 620 positions; in the current year 555; and for 1956, 
the estimates project 624. In short, we seek to return to approxi- 
mately the manpower level of 1952 although the estimates contem- 
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plate considerably greater emphasis on what we regard as the mosy 
critical areas of the Board’s responsibilities when viewed from the 
standpoint of the amount of work to be done and what we have to do 
it with. 

It is, I believe, self-evident that the thoroughness, efficiency, and 
dispatch with which the Board can perform its economic regulatory 
functions has a direct bearing not only on the development and 
economic strength of the air-trangportation industry, but also on the 
Government’s financial liability with respect to amounts paid air 
carriers for transportation of mail and amounts paid them as subsidy. 
In the 1956 estimates, we have presented for the consideration of the 
Congress, three specific objectives in the economic regulatory field, 
with the increase sought relating entirely to the attainment of those 
objectives, as follows: 

(a) Mail rates: To meet the increased workload resulting from 
Reorganization Plan No. 10, and the Supreme Court’s decision in the 
Chicago and Southern case; to dispose of, by the end of the fiscal 
year 1956, all cases pending as of July 1, 1955; thereafter to dispose of 
all new cases developing within 1 year from date opened; and to 
review on a more frequent basis all mail rates and promptly reopen 
such rates as may appear excessive: Increase requested, $100,000. 

(b) Accelerated processing of route cases: To permit, in addition to 
the expeditious processing of priority matters, the processing during 
1956, of certificate and permit applications at a rate approximately 
25 percent higher than in 1955 and thereby move toward the ultimate 
objective of processing certificate and permit applications at a rate 
which will enable commencement of formal action on all such applica- 
tions within approximately 18 months from the date of filing: Increase 
requested, $98,000. 

(c) Field audit program: Inaugurate a program, developed in col- 
laboration with the General Accounting Office, for increasing the fre- 
quency and expanding the scope and extent of the field audits of air 
carriers including verification of the accuracy of data supporting sub- 
sidy claims: Increase requested, $150,000. 

At the beginning of this fiscal year, there were 71 mail rate cases of 
various types on hand for action. During the year, we expect to 
dispose of 60 with 51 new cases being opened. The goal for 1956 is an 
output of 72 which with an estimate of 47 cases being opened, would 
leave 37 to carry forward at the beginning of 1957. As an indication 
of the amounts involved, and also, we think of accomplishment, it 
can be noted that under final rate orders issued by the Board during 
the period July 1, 1951, through March 31, 1955, the carriers sought 
for past periods alone $80,362,000 in excess of what the Board allowed. 
Furthermore, while the total volume of mail to be transported by air 
carriers in 1956 is estimated to be greater by 30 million ton-miles, 
compared with 1954, the carriers will receive less by way of total mail 
payments from the Government, including subsidy than they received 
for transporting the mail in 1954. The Board feels that a more com- 
prehensive job in the mail-rate field, as expressed in terms of the first 
objective I have described, would return very worthwhile dividends. 

ith respect to the handling of route cases, our inability to become 
more current is a matter of grave concern to the Board, as I feel sure 
it must be to the Congress. In the language of the act, the Board is 
required to dispose of route applications ‘‘as speedily as possible.” 
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This, of course, is exactly what the Board has endeavored to do. 
However, as of March 1, 1955, there were on the Board’s docket ap- 
proximately 850 applications involving route matters. Of this total 
195 were less than 18 months old; 215 were more than 18 months but 
less than 3 years old; and 445 were over 3 years old. Failure to 
process an application in reasonably timely fashion can have the same 
effect as denial of the statutory right to a hearing and it is hardly con- 
ceivable that the Congress contemplated that any applicant would be 
required to wait more than 3 years for action on his case. With the 
present staff, disposition of dockets involving route cases has been 
averaging approximately 130 per year and at this rate it would require 
several years to dispose of the dockets now on hand. The second 
objective outlined above is to make a start in the direction of the 
ultimate goal: that is, to be able to commence action on all applications 
at least within 18 months from the date of filing. 

As I noted previously, the third objective is to substantially revise 
our field audit program. To put it concisely, the Board now employs 
30 auditors ; the increase sought would provide 25 more. The expanded 
program which this increase would inaugurate, and which has been 
developed in close collaboration with representatives of the General 
Accounting Office, contemplates ultimately an audit of every subsi- 
dized carrier once each year instead of once every two years as in the 
past; an audit of each nonsubsidized carrier once every 2 years instead 
of once every 3 years as in the past; and an audit of the domestic 
subsidiaries or affiliates of the air carriers. In addition, the scope of 
the audits would be substantially broadened. 

I want to make it perfectly clear that the Board has been, and is 
now, auditing the books of the air carriers, as often and as thoroughly 
as the staff available will permit, and with primary emphasis on pro- 
viding data of maximum value in processing individual rate proceed- 
ings. It has not, and is not now, auditing the actual books of sub- 
sidiaries or affiliates. The revised program contemplates that this 
will be done in the case of domestic subsidiaries and that the present 
review of transactions between the parent and foreign subsidiaries 
will be expanded. 

I also want to make it clear that while the 1956 estimate projects 
a significant increase in audit staff, such estimate does not provide 
for complete coverage of the total program in terms of both the in- 
creased frequency and the expanded scope of the audits. It is esti- 
mated that when the additional staff recommended has _ been 
recruited and becomes fully productive, the total output on an annual 
basis will not exceed 39 audits of full scope compared with a total of 
58 such audits required under the frequency goal described above. 
However, we believe, and I understand that the General Accounting 
Office agrees, that what is here proposed represents approximately 
the maximum expansion which can be efficiently assimilated during 
the next year. 

It is unnecessary, I am sure, to remind the committee of the phe- 
nomenal growth in air transportation and activities related thereto. 
In virtually every area of the Board’s activities there is a relationship 
between the increasing volume and scope of such transportation and 
the volume and scope of the work to be performed by the Board. 
Moreover, the substantial majority of the Board’s workload is gen- 
erated by circumstances beyond its control. It is required by law to 





process all of those applications involving routes, rates, mergers, and 
so forth, which may be received; to investigate major accidents as they 
occur; to promulgate Civil Air Regulations to meet situations as they 
arise; to adjudicate complaints alleging violations of those regulations 
as they are filed; and to handle many other matters which are brought 
before, rather than being initiated by, the Board, And while the 
Board has the smallest staff of any regulatory agency, it is the only one 
whose responsibilities involve operations in the principal countries of 
every continent, except Russia and its satellites. 

Formulation of the 1956 estimates confronted the Board with 
problem it has faced for a number of years—an overall pattern of work 
several sizes too large for the cloth at hand. In the field of enforcing 
compliance with the law and regulations of the Board thereunder, for 
example, an increase could, we believe, be fully justified. But in 
developing the objectives which I have outlined, and which cannot be 
accomplished without additional funds, we have limited our request 
for increases to activities that we deem of the highest priority and 
where the opportunity for potential savings appear to be the greatest. 

I hope we can convince you of the desirability of enabling the 
Board to achieve these objectives. But I wish to assure the committee 
that whatever your decision may be, the Board will exert every 
effort to accomplish its work in the most effective and economical 
manner possible. As an arm of the Congress, however, we feel it our 
duty to advise you that we need your assistance if we are to more 
nearly approximate the kind of a job we think Congress would want 
us to do. 

Mr. Tuomas. Thank you, Mr. Chairman, that is a very nice 
statement. 

Mr. Riztxy. Thank you. 

Mr. Tuomas. Who are your colleagues on the Board now? 

Mr. Riziry. Senator Gurney, Colonel Denny, Josh Lee, and 
Joseph Adams. 

Mr. Txomas. It is a fine five-man Board. 

Mr. Rizuey. Yes. 

Mr. THomas. Will you express on the part of the committee our 
good wishes, which go not only to you but to your colleagues, and the 
hope that we may have the pleasure of seeing as many of them before 
the committee as time permits. It is always helpful to the committee, 
and I think, to the whole Congress to have them before us. 

Mr. Rizry. I appreciate that, Congressman Thomas, and I think 
if we have been lax in that regard, it 1s due to the fact that perhaps 
we have not had the opportunity to get all Board members free at 
one time. 

Mr. Tuomas. It is helpful to the committee, it is helpful to the 
Congress, and it is helpful to the agencies for all of the members to be 
present; I mean, when they can. 

Mr. Riziey. At the moment, Mr. Adams is out in Seattle. 

Mr. Tuomas. I realize that it is going to be hard to get them all in 
one place at one time. 

Mr. Riziey. Senator Gurney is meeting an appointment he has 
had for some time, out at the atomic blast test. 

Mr. Tuomas. Maybe the clerk can give you sufficient advance 
notice so that you can get 3 or 4 of them present. 

Mr. Riziey. We will endeavor to do that. 
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Mr. Tuomas. With reference to the chart, these charts are worth 
their weight in gold; they serve not only the purpose of the Board, 
but they serve a very timely purpose for the committee. I hope 
from now on you will take this chart and revise it and if possible, 
in such manner as to give the personnel in all of the activities. And 
if you can do so, withing the next 2 or 3 days, it will be very helpful 
if you will go through the chart and give the information broken 
down into units, and divisions, not only covering what you already 
have but going one step further and including the personnel by 
grades, down to and including 13. The personnel in grades below 13 
can be lumped into 1 item, but if you have 1 in 17, 2 in 16 and 3 in 
14, set that out, so as to include the senior officer in each field. 

Mr. Muuuiican. We have some of that on this chart [indicating], 
Mr. Chairman, and we can and will be very glad to expand it and 
include the additional data you request. 

Mr. Tuomas. It is not broken down here as to the field, is it? 

Mr. Muutiiean. You will notice the Bureau of Safety Investiga- 
tion and that its field offices are shown at the bottom of the page. 

Mr. THomas. Yes; that is right. Break down the personnel and 
activities in the field and likewise for the District of Columbia. 

Mr. Muurrean. Very well. 


SUMMARY AND HIGHLIGHTS STATEMENT 


Mr. Tuomas. Mr. Reporter, I wonder if you will be good enough 
to insert at this point in the record pages 2, 3, 4, 5a, and 5b. 
(The matter referred to follows:) 


SUMMARY AND HIGHLIGHT STATEMENT 


The Civil Aeronautics Board is an independent regulatory commission, headed 
by five members appointed by the President and confirmed by the Senate. The 
Board is responsible for regulation of the economic aspects of United States air- 
carrier operations, both domestic and international, which includes granting and 
denying certificates of public convenience and necessity, prescribing or approving 
rates and rate practices of air carriers, fixing mail compensation, prevention of un- 
fair methods of competition or disapproval of business relationships between air 
carriers; promulgation of safety rules and standards in the form of civil air 
regulations; and investigation and analysis of accidents involving civil aireraft 


PAYMENTS TO AIR CARRIERS 


Pursuant to the provisions of Reorganization Plan No. 10 of 1953, the Board 
is responsible for the payment to the subsidized earriers of all subsidy aceruing 
on and after October 1, 1953. The plan also necessitates the formal separation 
of the compensatory and subsidy components for all of the certificated earriers, 
resulting in the creation of a new class of formal proceedings which had not there- 
tofore been processed by the Board, that is, proceedings related to the division of 
total mail compensation into the two components. 

As a result of Reorganization Plan No. 10 of 1953, there was presented to Con- 
gress for the first time, covering the fiseal year 1955, an appropriation estimate 
specifically for subsidy payments to those air carriers whose need for sueh support 
had been determined by the Board under authority of seetion 406 of the Civil 
Aeronautics Act of 1938, as amended. 

The estimate (on an expenditure basis) was in the amount of $73 million. 
However, the Congress determined to appropriate initially only $40 million of the 
aforesaid amount. This action is understood to have been predicated primarily 
on the fact that the estimate of $73 million had been constructed prior to the issu- 
ance, on February 1, 1954, of the Supreme Court decision in the Chicago and 
Southern case, wherein it was held that the ‘“‘need”’ of a carrier operating more than 
one division should be determined from the standpoint of its system as a whole. 
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The following tabulation reflects a comparison between the estimates previously 
submitted to the Congress with respect to the total subsidy and service mail pay 
which would aecrue to the carriers for operations in the fiseal years 1954 and 1955 
Also shown are the estimates for the fisea} 


and the current estimates thereof. 


year 1956: 


Fiscal year 1954: 
(a) Total section 406 compensation ...._. 
(b) Service mail pay - 


(c) Subsidy ((a) minus (6))-..-...--.---_-- 


Fiscal year 1955: 
(a) Total section 406 compensation -_.__. 
(b) Service mail pay-_- 
(c) Subsidy ((a) minus (5)) 


Fiscal year 1956: 





(a) Total section 406 compensation _..._____._- 


(6) Service mail pay 


Previous 
estimates 


$136, 725, 000 


56, 070, 000 


80, 655, 000 


Current esti- 
mates 


$130, 030,000 
55, 864, 000 


74, 166, 000 


Difference 


— $6, 695, 00 
— 206, (0 








(c) Subsidy ((@) minus (5))..-.-........---------- 


138, 712, 000 
58, 460, 000 


127, 276, 000 
58, 564, 000 


68, 712, 000 


130, 159, 000 





| 64,343, 000 


65, 816, 000 | 


—6, 489, 000 
—11, 436, OM 
+104, 00 


, 540, 000 





The current estimate of appropriations required to enable the Board to make 
subsidy payments to the air carriers during the fiscal years 1955 and 1956 is 
shown in the following tabulation as well as the actual amount paid to the carries 
during 1954: 


1956 


| 1954 1955 | 


a — —_—— — ---— 


$63, 000, 000 


1. Total estimated amount of subsidy payments to air carriers | ! $48, 527, 544 70, 463, 706 


2. Amount available: | | 
(a) Appropriations provided to date__...._.......-.....| 2 60, 491, 250 | 40, 000, 000 |.......- 
(b) Unexpended balance of 1954 funds reappropriated 
| +11, 963, 706 | 


for expenditure in 1955 —11, 963, 706 





48, 627,544 | 51, 963, 706 |_____ 


1 The amount shown for 1954 represents the actual amount of payments made covering the period from the 
effective date of Reorganization Plan No. 10, Oct. 1, 1953, through June 30, 1954. 

2 The $60,491,250 for 1954 was provided by transfer from the Post Office Department pursuant to plan 
No. 10. 


As shown above, additional appropriations are estimated to be required in the 
amount of $18,500,000 for 1955, and the appropriation estimate for 1956 is 
$63 million. 

From the foregoing tabulations it will be seen that the subsidy accruing for 
1955 is now estimated at $11,540,000 less than the previous estimate for that 
year and for 1956 subsidy is estimated at $15,909,000 less than the previous esti- 
mate for 1955. The current estimate of appropriation required for 1955 (1! 
months) is $14,500,000 less than the previous estimate for that year and the 
eeueee for 1956 (12 months) is $10 million less than the previous estimate 
or 1955. 

To the extent that the Supreme Court decision (discussed at some length in 
the justification statement) would, on the basis of present information, affect 
the estimates for 1955 and 1956, they have been adjusted accordingly. The 
estimates presented herewith also reflect an evaluation of the result of the follow- 
ing major developments, each of which is discussed at some length in the justif- 
cation statement: 

(a) The shift of approximately 30 million ton-miles of so-called military mail 
across the Atlantic and Pacific to commercial carriers; 

(6) Reduced service rates applicable to all mail transported by the trans 
atlantic and transpacific carriers; 
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(c) The Board’s decision in the Transatlantic Mail Rate case, very substan- 
tially reducing the subsidy to Pan American and which is estimated to remove 
Trans World from subsidy entirely; and 

(d) Reduction in service rates for the domestic trunkline carriers proposed 
under the Board’s show cause order of September 1954. 

The combined effect of these and other events is reflected in the following 


figures: 


| 
| | 
Average ton-mil 


| yield for service 
pay and subsidy 
combined (all 
carriers 


Subsidy as 
percent of 
total revenue 
(all carriers) 


$1. 55 


to 


1954. _- -- 57 1.” 
1956 - - = ---- - - j 49 90 


The significance of the foregoing appears from an analysis, not just of the 
declining subsidy totals, but of the increase in mail volume and of service pay 
and subsidy combined since it is this combined amount, of course, which repre- 
sents the total bill—Post Office Department and Civil Aeronautics Board—for 
payments to the air carriers, 

The current estimate of mail ton-miles (by which volume is customarily 
measured) for 1956 is 144,385,000 which compares with the estimate for 1954 of 
107,996,000 mail ton-miles. The current estimate of total service pay and sub- 
sidy combined for 1954 is $130,030,000 and the estimate for 1956 is $130,159,000. 
Accordingly, although the inerease in mail ton-miles is 36,389,000 (1956 compared 
with 1954) an increase in total revenue to the carriers of only $129,000 is forecast. 
The significance of this is even more strikingly illustrated when the same com- 
parison is made between 1956 and 1951 which shows that while mail volume is 
estimated to increase by 86%% percent, total mail pay (including subsidy) to all 
carriers is estimated to increase by only 8% percent. 

Previous estimates had forecast that subsidy for 1954 would be considerably 
higher than in 1953, with only a small reduction in 1955 and a further small 
reduction in 1956. Such no longer is indicated to be the case. Instead, it appears 
that 1953 will be the peak year at $74,776,000 with subsidy for 1954 estimated 
at $74,166,000 and for 1956 at $64,342,000. 

The time factor required that the estimates presented herewith be developed 
prior to the issuance on December 20, 1954, of the Board’s order in the Trans- 
atlantic Mail Rate case and on December 28, 1954, of its order fixing new tempo- 
rary service rates for Transatlantic and Transpacific operations. Therefore, 
although these estimates reflect in major part the result of such orders they are 
subject to some revision (relatively minor as to 1956) in light thereof. This will 
be accomplished in connection with the request for supplemental appropriation 
for 1955 to be presented very shortly. 


“SALARIES AND EXPENSES” 


The Board’s 1956 estimate for “Salaries and expenses’’ for which an increase 
of $348,000 is requested, is predicated on two basic assumptions: (1) That the 
resources available to the Board under its current appropriation are sufficient only 
to enable the Board to maintain the existing relationship between workload and 
output in the areas of its economic regulatory activities; (2) that improvement in 
that relationship can be expected to result in further overall savings. While such 
savings are not susceptible of advance estimate in specific detail, the thorough- 
ness, efficiency and dispatch with which the Board can perform its functions has 
a direct bearing not only on the development and economic strength of the air 
transportation industry, but also, of course, on the Government’s total liability 
for mail pay. 

The Board believes it can contribute most effectively to the goal of reducing 
the total rate of Federal expenditures if provided with resources which will permit 
it to more adequately discharge its economic regulatory functions. The increases 
sought are presented in terms of specific objectives, as set forth below: 

1. Mail rates —To meet the increased workload resulting from Reorganization 
Plan No. 10, the establishment of rates for the carriage of first-class-by-air mail, 
and the Supreme Court’s decision in the Chicago & Southern case; to dispose 


61922—55———-22 
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of, by the end of the fiscal year 1956, all cases pending as of July 1, 1955; thereafte; 
to dispose of all new cases developing within 1 year from date opened; to reviey 
on a current and continuing basis all mail rates, particularly subsidy, in order to 
reduce such rates as may become excessive; and to reopen and adjust the mail 
rates of those carriers whose routes may be modified through revisions, suspensions. 
or mergers: 


Positions - - ‘ ; 29 
Amount. --_- Bor i eel! se ; .. $100, 000 


2. Accelerated processing of route cases.—To permit, in addition to the expedi- 
tious processing of priority matters such as mergers, arrangements for interchange 
of equipment, certificate renewals, and investigations instituted by the Board 
the processing during 1956 of certificate and permit applications at a rate approxi- 
mately 25 percent higher than in 1955 and thereby move toward the ultimate 
objective of processing certificate and permit applications at a rate which will 
enable commencement of formal action On all such applications within approxi- 
mately 18 months from the date of filing: 


Positions _ - - “ie ba “a , ' vues 99 
I i 5 pai acs ana A ine kde wba din tse bts : $98, 000 


3. Field-audit program.—To permit increasing the frequency and expanding the 
scope and extent of the field audit of air carriers including the verification of the 
accuracy of data supporting subsidy claims and in order to meet the minimum 
essential needs of the Board for accumulating reliable financial and operating 
statistical data. Although the increase sought in the budget estimates is not 
believed sufficient to attain the ultimate level of audit activity the proposed 
program for which is outlined in the detailed justification, it would nevertheless 
enable the Board to make substantial progress in that direction: 


laa ee i a es ca 30 


Amount ae ot te ' eam : rt $150, 000 


SUMMARY OF BUDGET ESTIMATES, 1956 


Mr. Tuomas. Also, insert in the record the summary appearing on 


page 6 of the justifications. 
(The summary is as follows:) 


;, fise G56 
Summary of budget estimates, fiscal year 1956 
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SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





1954 actual 1955estimate | 1956 estimate 


—_—_ 


Appropriation or estimate $3, 750, 000 $3, 777, 000 $4, 125, 000 


Trans ferred from “Contribution to the postal f fund,”’ pursuant 


to Reorganization Plan No. 10 of 1953. 


Adjusted appropriation or estimate _ - __- 
Reimbursements from non-Federal sources... 


Reimbursements from other accounts. .___......-- 


Total available for obligation._.........._.__- Y 


Unobligated balance, estimated savings_--____- 


27, 000 
3, 77, 000 3, 777, 000 | 7 125, 000 
2, 023 
182 | 
3,779,205 | 3, 778,000 | 126, 000 
— 43, 095 


Obligations ineurred 3, 736, 110 | 3, 778, 000 | 4, 126, 000 


Comparative transfer from ‘‘Contribution to the postal fund’’ _| 9,000 |__. [--<+ 
Po es Se ccusietigulenicalincel 


Note.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop- 
erty (40 U. S. C. 481 (¢)). 


3, 745, 110 | 3, 778, 000 | 4, 126, 000 


Obligations by activities 


Description 1954 actual | 1955estimate | 1956 estimate 


. Economic regulation . : =e $1, 854,641 | $1, 923, 500 $2, 249, 300 

. Safety regulation - Soe ene == 333, 808 | 327, 329, 600 
. Accident investigation and ‘analysis _- Na oe ctittnmetees 681, 974 | 659, ! 628, 000 

. Legal staff activities d | 223, 822 232, 5 | 263, 700 
5. Sasa ee To : 251, 075 | 251, 254, 700 
6. 7 399, 790 | 384, 400, 700 
Total CRIN INR Soi nn dc cttthbacncceckacgcencecsackcay! epee eee De 126, 000 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 





lotal number of permanent positions_- 
Full-time equivalent of all other positions-_- 
Average number of all employees - -_- 

Number of employees at end of year. 


Average salaries and grades: 
General schedule grades: 
Average salary ; P : ‘ $5, 95: $6, 000 $5, 985 
AIG i Sicnic pie cs Sadeacamnte ae 3S-8.7 GS-8.7 GS-8.7 


Personal services: 

Permanent positions__ ‘ $3, 216, 534 $3, 289, 150 $3, 570, 425 

Positions other than permanent__- A 47, 242 |_. ; ‘ 
Regular pay in excess of 52-week base ---- : amare 12, 239 2, 4 12, 450 
Payment above basic 1ates___.---...--..------ * 14, 867 3, 11, 900 
Total personal services-___..........--- ot Se 3, 290, 882 | 3, 315, 3, 594, 775 
Travel ci ic... sdk ctieee bcatbon an 151, 437 2, 186, 000 
Transportation of things _- Jgahiwn tne dd acees st 5, 519 | is 11, 500 
Communication services - aa ae. 62, 008 | a 66, 525 
Rents and utility | GRR RICE Ss eal . 30, 317 25, 38, 200 
Printing and reproduction. --_----.--------- _ ae) 60, 019 30, 62, 000 
Other contractual services - = aia’ : 17, 283 25, 5 30, 000 
Services performed by other agencies___- : 64, 486 57, 4 57, 000 
Supplies and materials_...............-------- dia ties 36, 568 36, : 39, 000 
BGR sea dak Biko hccdbute todd. .catewuuandbee all 22, 613 | 18, 36, 500 
Refunds, awards, and indemnities 46 | 500 
Taxes and assessments... eekeekte rete sed 3, 932 | 4, 000 


Total obligations... .-_- saigiaineh peidigdcikale ies ‘ 6 3, 745, 110 | 3, 778, 000 | 4, 126, 000 


ss 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





| 
1954 actual | 1955 estimate | 1956 estimar 


$276,777 | 
3, 736, 110 | 
4, 012, 887 | 
—4, 625 | 
—2, 205 | 
—292, 358 | 


Obligated balance brought forward 


$292, 358 | 
Obligations incurred during the year_-. 


3, 778, 000 | 


4, 070, 358 | 


$306. 3 
4, 126, 
‘ ; : 4, 432, 358 
Adjustment in obligations of prior vears 
Reimbursements.__- 


{nse ; “=1,000 | 
Obligated balance carried forward_........--- 


—306, 358 | 


—1.0 
—333, 3:8 
3, 713, 699 | 


3,783,000} 4,098.0 


Expenditures are distributed as follows: 
Out of current authorizations... ..------ 


se Set 3, 443, 184 | 
Out of prior authorizations__..._......------- 


270, 515 | 


3, 474, 000 3, 795, 
289, 000 303. Ow 


Mr. Tuomas. Turning to “Salaries and expenses,”’ 
page 7 of the justifications in the record at this point. 
(The matter referred to is as follows:) 


please insert 


SALARIES AND EXPENSES 


Summary of requirements 
Appropriation, 1955. -- 


Base for 1956___. ge 
Net difference, 1956 over 1955: 


By activity 


Economic regulation.. 
Safety regulation 

Accident investigation and 
Legal staff activities_ - 
Executive direction 
Administration and service 


analysis- 


» activities 


Requirements 


1955 esti- 
mate 


| $1, 923, 500 


327, 500 
658. 500 
232, 500 
251, 000 
384, 000 


$ 


1956 esti- 
mate 


Difference, 
: —; increase 
| (+) or de- 


crease (—) 


300 | 
329, 600 | 
627, 000 
263, 700 | 
254, 700 | 


+$325, 800 
+2, 100 
—31, 500 
+31, 200 
+-3, 700 
+-16, 700 


400, 700 


3, 777, 000 


Gross requirements_ 4,125,000 | +348, 000 


Total estimate of appropriation, 1956_- 


Mr. Tuomas. I notice you have an increase of $348,000 for 1956 
over 1955, which, in round figures, means $4,125,000 for “Salaries anc¢ 
expenses” for 1956 against $3,777,000 for 1955, with an increase 
personnel for 1956 of 69 over 1955, which gives for 1956, 624. 

Mr. Mutuican. That is the total for 1956. 

Mr. Tuomas. Against 555 for 1955. 

Mr. Rizuey. Yes. 

Mr. Tuomas. This chart on page 7 is also worth its weight in gol 
because it breaks it down into activities. 


INCREASE IN PERSONNEL 


Now, you go on and distribute this increase under ‘Salaries and 
expenses” of $348,000 to 69 employees, in three main classifications, 
mail rates, processing of route cases and field audit; is that correct’ 

Mr. Rizuny. Yes. 

Mr. Tuomas. That shows an increase of 74 positions against your 
figure set out of 69. 
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Mr. Muxiiegan. There is an offsetting decrease of five positions in 
the total. 

Mr. Tuomas. In your administrative services, you have an increase 
of 4 positions; namely from 73 to 77. This is your housekeeping 
activities? 

Mr. Muniiean. That is correct. 


FIELD STATIONS 


Mr. Tuomas. How many field stations do vou have, and what part 
of this workload of personnel is divided between the field and the 
District of Columbia? 

I notice you have field offices in New York, Chicago, Kansas City, 
Fort Worth, Atlanta, Santa Monica, Seattle and Anchorage. 

Mr. Muuirean. That is correct. In addition, which does not 
appear on that chart, we have 2 field offices in connection with the 
audit program: 1 in New York and 1 in San Francisco. At the present 
time, in 1955, of the total of 555 positions, we have 52 in the field 
distributed among the 10 field offices coneerned with accident 
investigation activities, and 2 offices for the audit program, plus 
the Alaska office. 

Mr. Tuomas. You have 12 field offices and vou have 55 employees 
in the 12 offices? 

Mr. Muuuiaan. The total is 52. 

Mr. Toomas. Which is your biggest activity of these numbers; the 
Bureau of Safety Investigation? 

Mr. Muutuican. Numerically, the 10 offices of that Bureau would 
account for a total of 33, with the remainder being spread between the 
Anchorage office of the Bureau of Air Operations, and the New York 
office and the San Francisco office of the Office of Carrier Accounts 
and Statisties. 

Mr. Tuomas. In other words, the 12 field offices have 55 employees 
and the remainder in the District of Columbia? 

Mr. Muniican. That is correct. 

Mr. Tuomas. Five hundred in the District of Columbia for the 
fiscal year 1955. 

What is the function of these field offices? 

Mr. Muuuican. The Bureau of Safety Investigation is concerned 
with the investigation of accidents. Its field stations are small offices 
with the personnel complement ranging from 2 up to a total of 5, 
and their function is to investigate accidents when they occur. 

Mr. THomas. How many safety people do you have in the 10 
offices? 

Mr. Mutuican. Thirty-three. 

Mr. Tuomas. And the remainder are in the audit division? 

Mr. Munuican. In the audit division plus two to maintain liaison 
and report in Alaska. 

Mr. Tuomas. Mr. Reporter, I think at this point, it will be well 
to insert page 61 of the committee print. It is the clearest statement 
of the program and duties between CAB as contradistinguished from 
ae that you have, and I think it might be well to read it out loud. 
t states: 
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PROGRAM AND PERFORMANCE 


The Board regulates the economic aspects of air carrier operations, bot) 
domestic and international: promulgates safety rules and standards; investigates 
aircraft accidents: and participates in the development of international air 
transportation. The increase proposed for 1956 is to expand route and rate 
activities and the auditing of air carrier accounts. 

1. Economic regulation.—This includes granting certificates of public con. 
venience and necessity; prescribing or approving rates and rate practices of air 
carriers; fixing mail rate compensation; prevention of unfair methods of com. 
petition; and approval of business relationships between air carriers. 

2. Safety requlation.—This consists of promulgation of civil air regulations: 
adjudication of complaints alleging violations of these regulations; and the 
coordination of the civil air regulations with international safety standards and 
practices. 

3. Accident investigation and analysis.—Civil aircraft accidents are investigated 
to determine probable cause; potential hazards are also investigated; and pre- 
ventive measures are recommended and put into effect. 

4. Legal staff activities —Legal advice and assistance is provided on all aspects 
of economic and safety regulatory activities; opinions of the Board are prepared: 
and litigation matters are handled. 

5. Executive direction. 

6. Administration and service activities: 


Selected workload data 


1954 actual | 1955 estimate | 1956 estimate 


Certificate and permit aneteniiens: 
Fe ET IME 05 34=5- wh hiddsSabe-o baw dhe rie f 154 
Disposed of during year... .----.--- . i 150 
Mail rate proceedings: 
Completed during year. - SiO ee Mh Se aie ee SE 78 
Pending at end of year_-. dae 
Hearings: Economic hearings completed 7 7 
Dockets: Number of dockets on which action had not been 
completed at end of year (exclusive of rate cases) __...------- 
Audits: Field audits completed 
Safety: 
Aircraft accident investigations completed 
Amendments and additions made to Civil Air Regula- 
tions 
Enforcement: 
Economie enforcement proceedings completed 
Safety enforcement proceedings completed. 


EXECUTIVE DIRECTION 


You have 28 employees in executive direction for 1955 and 1956. 
There is no change in that. Is that correct? 

Mr. Mutuiean. That is correct. 

Mr. Tuomas. Where are these people located? In the District of 
Columbia? 

Mr. Mutuiean. Yes, sir. 


LEGAL STAFF 


Mr. Tuomas. You have 33 lawyers for 1955 and you want to increase 
that to 39 for 1956. Is that correct? 

Mr. Mouuiean. No, sir. That would not be the total number of 
lawyers. We have in addition to the lawyers in our General Counsel’s 
office—which is what you are referring to—other lawyers elsewhere in 
the Board for a current total of 47. 

Mr. Toomas. What are their duties? 

Mr. Moturean. In the Bureau of Air Operations the attorneys 
are assigned to handle route cases, to handle rate cases; in the Bureau 
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of Hearing Examiners there are two attorneys, one of whom is a 
review attorney handling complaints of alleged violations of regula- 
tions; and the other assists the hearing examiners. In addition, 
there are seven attorneys assigned to our Office of Compliance. 

Mr. THomas. In other words, instead of having a legal staff of 33, 
you have 47? 

’ Mr. Muuuican. That is correct. 

Mr. Tuomas. Are the entire 47 under the jurisdiction of the Chief 
Counsel, or are they scattered throughout the various bureaus of the 
Board? 

Mr. Muturean. They are in three different bureaus. The 33 total 
which you mentioned is under “Legal staff activities.” It is not all 
lawyers. That would be attorneys and supporting stenographic staff. 
Ican give you the exact distribution, sir. 

Mr. SHELLEY. Mav I ask a question there? 

Mr. Tuomas. Surely. 

Mr. SHELLEY. You say the 33 are not all lawyers, but you do have 
47 lawyers? 

Mr. Muuuiean. Yes; we do, distributed as follows: In the Office of 
the General Counsel, 21; in the Bureau of Air Operations, 17; in the 
Office of Compliance, 7; in the Bureau of Hearing Examiners, 2. 

Mr. Riztey. I would like to say a word there, if I may, Mr. 
Chairman. 

Some 2 or 3 or 4 years ago—I do not know the exact time—through 
a reorganization plan this distribution of lawyers to different branches 
was made. Prior to that time I think they had all been under the 
direction of Chief Counsel. From the brief period I have been there, 
and also from talking to a former Chief Counsel who resigned shortly 
after I became Chairman of the Board, and to the present Chief 
Counsel, I feel this is a matter that I want to look into myself very 
carefully. I doubt seriously whether the separation that was made is 
in the best interests of the Board. 

Mr. Tuomas. I think that deserves your consideration. When you 
separate the Chief Counsel’s office, the invariable result in conflict on 
conflict, duplication on duplication, lost time, and lost motion. 

Mr. Riztzny. That has been my experience Mr. Chairman. 

Mr. Tuomas. Not only that, Mr. Chairman, we do not have to 
tell you, you find that most of these regulatory agencies are lawyer 
ridden, and of course I should be the last one to mention that. Here 
you have a legal staff of about 9 percent of your total, and that is out 
of line, so it will deserve your attention. 

Mr. Riziey. Of course it depends very much on the character of 
work to be done. Ordinarily I would agree with your premise, but 
down at the Board I think you will find, Congressman, it is one agency 
that is in the legal field in very many ways. 

Mr. THomas. You will find that in many regulatory agencies the 
word “regulatory” puts them in the legal field, and if you do not watch 
out the legal end will be running the business. 

Mr. Rizutey. Thank you very much. 

Mr. Suetiey. The minute you start splitting up your legal staff, 
[have noticed, in State government, pretty soon anybody who is in a 
quasi-legal position who is not a lawyer starts requesting a lawyer as 
his assistant. 
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ECONOMIC REGULATION 


Mr. Tuomas. In your “Economic Regulation” in 1955 you had 
293 employees and you want to step that up to 357, an increase of 64. 
What are your activities in your Economic Regulation section? 

Mr. Mutuican. In general, those are broken down as follows: 

Rate activities, route and carrier relations activities, international 
civil aviation activities, economic hearing activities, accounting and 
statistical activities, economic enforcement, and carrier payment 
activities. 

ACCOUNTING AND STATISTICAL ACTIVITIES 


Mr. Tuomas. Your biggest increase is in accounting and statistical 
activities. You want to step that up from 82 to 118. 

Mr. Mutuiean. That is right. 

Mr. Tuomas. An increase of 36. 

Mr. Mutuiean. That is right. 

Mr. Tuomas. And aaother big increase is in rate activities. You 
want to increase that from 70 to 85, which is an increase of 15. 

Mr. Muuuiean. That is correct, sir. 


EFFECT OF REORGANIZATION PLAN NO. 10 ON RATES 


Mr. Tuomas. Just how did Reorganization Plan No. 10 that went 
into effect in 1953 change the basic act of 1938 with reference to rates? 
Mr. Muuuiean. In general, sir, as far as the ratemaking authority 
of the Board, it had no effect. It provided, however, that the Board 
should establish, formally, separate rates that would identify the com- 


pensation of carriers for service pay, that is, for the actual carrying 
of mail. Further, it provided that the functions previously performed 
by the Post Office Department in making payments to the air carrier 
for subsidy be transferred to the Board. 

Mr. Tuomas. Functions and dollars? 

Mr. Muuuiegan. Functions, and dollars insofar as 9 months of 
fiscal year 1954 were concerned. 

Mr. Tuomas. I wonder if you would be good enough at this point 
to read into the record the applicable part of the original act, if it is 
not too long, and the applicable part of Reorganization Plan No. 10 
Do you have those with you? 

Mr. Muuuiean. Yes, I do. 

Mr. Tuomas. Will you read them into the record at this point. 

Mr. Mutuiaan. The applicable section of the Civil Aeronautics 
Act of 1938 as amended would be section 406: 

(a) The Board is empowered and directed, upon its own initiative or upon 
petition of the Postmaster General or an air carrier: (1) To fix and determine 
from time to time, after notice and hearing, the fair and reasonable rates of com- 
pensation for the transportation of mail by aircraft, the facilities used and useful! 
therefor, and the services connected therewith (including the transportation of 
mail by an air carrier by other means than aircraft whenever such transportation 
is incidental to the transportation of mail by aircraft or is made necessary by con- 
ditions of emergency arising from aircraft operation), by each holder of a certificate 
authorizing the transportation of mail bv aircraft, and to make such rates effective 
from such date as it shall determine to be proper; (2) to prescribe the method or 
methods, by aircraft-mile, pound-mile, weight, space, or any combination thereof, 
or otherwise, for ascertaining such rates of compensation for each air carrier OF 
class of air carriers; and (3) to publish the same; and the rates so fixed and 
determined shall be paid by the Postmaster General from appropriations for 
the transportation of mail by aircraft. 
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b) In fixing and determining fair and reasonable rates of compensation under 
this section, the Board considering the conditions peculiar to transportation by 
aircraft and to the particular air carrier or class of air carriers, may fix different 
rates for different air carriers or classes of air carriers, and different classes of 
service. In determining the rate in each case, the Board shal! take into con- 
sideration, among other factors, the condition that such air carriers may hold 
and operate under certificates authorizing the carriage of mail only by providing 
necessary and adequate facilities and service for the transportation of mail; such 
standards respecting the character and quality of service to be rendered by air 
carriers as may be prescribed by or pursuant to law; and the need of each such 
air carrier for compensation for the transportation of mail sufficient to insure 
the performance of such service, and, together with all other revenue of the air 
carrier, to enable such air carrier under honest, economical, and efficient manage- 
ment, to maintain and continue the development of air transportation to the 
extent and of the character and quality required for the commerce of the United 
States, the Postal Service, and the national defense. 

That is the act. I will now read Reorganization Plan No. 10. 

Mr. THomas. Does that section that you read contemplate 2 
different types of subsidies, 1 for operation and 1 for carrying the mail? 

Mr. Muuuiean. Yes. I think that in the very last sentence, the 
key phrase is the “need”’ of the air carrier. 

Mr. THomas. I want you to point out the language that authorizes 
two different types of subsidies. 

Mr. Muuuiean. Did I understand you to say two different types 
of subsidies? 

‘Mr. Toomas. Yes. 

Mr. Muuuiean. | did not mean to say there are 2 different types 
of subsidies, but 2 different factors, compensatory pay and the “need”’ 
as set forth under the rate making elements of the seetion. The key 
phrase is— 
and the need of each such air carrier for compensation for the transportation of 
mail sufficient to insure the performance of such service, and, together with all 
other revenue of the air carrier, to enable such air carrier under honest, economical, 
and efficient management, to maintain and continue the development of air 
transportation to the extent and of the character and quality required for the 
commerce of the United States, the postal service, and the national defense. 

Mr. THomas. That is not specifically pinpointed, though, is it, in 
the act? 

Mr. Muuuican. No, sir. There is no reference to subsidy as such. 

Mr. THomas. How do you read into the act the subsidy other than 
for mail? What do you hang it on? The word “need’’? 

Mr. MuLuigan. Yes, sir; the word ‘‘need.”’ 

Mr. Tuomas. Is that right, Mr. Roth? 

Mr. Rorn. Yes. I think the legislative history behind the Civil 
Aeronautics Act indicated that the Congress intended the air carriers 
to be subsidized through the mail rates established pursuant to section 
406 of the Civil Aeronautics Act. That section speaks of the Board 
considering the need of each air carrier, but in the case of the air 
carriers we speak of as self-sufficient, that is, requiring no subsidy 
support, we conclude that such carriers have no need within the mean- 
ing of the Civil Aeronautics Act, and under those circumstances the 
mail rate established by the Board for the self-sufficient carriers is a 
rate intended to be fair compensation for carrying the mail without 
any subsidy whatsoever. 

Pa Pama Now read the applicable section of Reorganization 

an No. 10. 
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Mr. Muuuiean. Section 1, Transfer of Functions, reads as follows: 


There are hereby transferred to the Civil Aeronautics Board the functions of 
the Postmaster General with respect to paying to each air carrier so much of the 
compensation fixed and determined by the Board under section 406 of the Civil 
Aeronautics Act of 1938, as amended, as is in excess of the amount payable to such 
air carrier, under honest, economical, and efficient management, for the trans. 
portation of mail by aircraft, the facilities used and useful therefor, and the 
services connected therewith at fair and reasonable rates fixed and determined by 
the Board in accordance with that section without regard to the following pro- 
vision of subsection (b) thereof: “the need of each such air carrier for compenss- 
tion for the transportation of mail sufficient to insure the performance of such 
service, and, together with all other revenue of the air carrier, to enable such air 
carrier under honest, economical, and efficient management, to maintain and 
continue the development of air transportation to the extent and of the character 
and quality required for the commerce of the United States, the postal service, 
and the national defense.” 

There is more if you would like me to read it, sir. 

Mr. Tuomas. That is sufficient. 


FIELD AUDIT PROGRAM 


Tell us about your field audit program. That is a very vital and 
necessary activity. Give us a quick resume of this field audit program. 
You have been criticized in the past about being a little bit slow in 
your audits and from your audits really you gain your basic informa- 
tion for your subsidy payments, is that not true? 

Mr. Mutuiean. That is true. The data accumulated through the 
audit process is an important factor in a rate proceeding. It is not 
the only factor in a rate proceeding, but the audit program which we 
are here presenting contemplates, as Chairman Rizley mentioned, two 
essential things. One is to increase the frequency with which the 
audits are performed, specifically, to once a year for each subsidized 
carrier compared to once every 2 years as at present; and once every 
2 years for nonsubsidized carriers compared to once every 3 years as 
at present. 

Mr. Tuomas. What is the purpose of the audits of the nonsubsi- 
dized carriers, and how many of your 118 employees do you intend to 
allocate to the audit of nonsubsidized carriers? 

Mr. Moutuiean. The 118 comprises 3 activities of which the audit 
program is 1. Of that 118 we currently have 30 auditors. By the 
way, the 118 is the projected figure for next year. 

Mr. Tuomas. 73.6, I believe, is the figure you used in 1955. 

Mr. Moutiean. Right. Of our current staff of 82 we have 30 
auditors. 

Mr. Tuomas. If you only have 30 auditors out of 82, what do the 
rest do? 

Mr. Mutuiean. I will give it in capsule. There are three func- 
tions embraced by the Office of Carrier Accounts and Statistics. One 
is the audit function that we are talking about. That is handled 
through the Audits Division. 

A second division is the Systems and Reports Division, which has 
primarily the function of developing the uniform system of accounts 
which under the law the Board prescribes for all air carriers. It 
reviews and analyzes the reports received from the air carriers pursuant 
to our requirements. 
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Mr. Tuomas. Where are those activities broken down with respect 
to the personnel requested? Is that listed on this double page chart? 

Mr. Muuuiean. No, sir. I think the accounting and statistical 
activities are all shown as one. 

Mr. Tuomas. Let us see what the activities are. 

Mr. Mutuiecan. I can give you the breakdown. 

Mr. Tuomas. All right, let us have them right quick, and the num- 
bers. You have two-thirds of them doing paper work and the meat 
of the coconut is the one that has been neglected. 

Mr. Mutiican. Of the 82, in the Systems and Reports Division 
there is a total of 34. 

Mr. Tuomas. Reports, 34. 

Mr. Muuuiean. In the Research and Statistics Division, 12. 

Mr. Tuomas. Twelve in Research. 

Mr. Mutuican. In the Audits Division, 33. The balance, three, 
are in the Office of the Chief. That makes the total of 82. 

Mr. Tuomas. What do the people in the Reports Division do? 

Mr. Mutuiean. Mr. Hord, do you want to answer that? 

Mr. Horp. I have a chart showing those activities, if you would 
like to see it. 

Mr. Tuomas. No, you can tell us. 

Mr. Horp. The Office of Carrier Accounts and Statistics is broken 
down, as Mr. Mulligan has indicated, into three separate divisions. 

Mr. Tuomas. How many units do you have in this Reports Division 
with 34 people? 

Mr. Horp. There are two sections. The Accounts Section has 
nine people. They are in charge of developing a uniform system. 
Most of them are accountants. 

Mr. Tuomas. But they are not engaged in actual field auditing? 

Mr. Horp. No, although we do have a rotation as a result of which 
two of them periodically go in the field. 

Mr. THomas. How many do you have in this Reports Division? 

Mr. Horp. There are two sections. The Reports Section is the 
one that has the carrier reports. 

Mr. THomas. It has nine? 

Mr. Horp. No. The Accounts Section has nine. The Reports 
Section has 23. 

Mr. Tuomas. What is the Civil Service classification of those 
employees? 

Mr. Mutirean. The Chief of the Systems and Reports Division 
is a grade 14. 

Mr. Tuomas. He has an assistant who is a grade 13? 

Mr. Mutuiean. No, sir. 

Mr. THomas. He does not have one? 

Mr. Mutuiean. No, sir. 

Mr. THomas. That is very unusual. What about your other 
divisions? 

Mr. Muuuican. The Chief of the Research and Statistics Division 
is a grade 14. 

Mr. Tuomas. Is that where you have nine? 

Mr. Mu.uiean. Twelve. 

Mr. Horp. That, by the way, includes a group of cartographers. 

Mr. THomas. What about Research, where you have 12? Is that 
headed by a grade 14? 
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Mr. Muuuiaan. Yes. 

Mr. Tuomas. Is he assisted by a grade 13? 

Mr. Mutuiean. No. 

Mr. THomas. What does he do? 

Mr. Horp. It is a statistical operation which is intended to develop 
statistical standards. They also develop reports of various types. 

Mr. Tuomas. How will you allocate this 36 increase? 

Mr. Horp. Thirty go to audits, and 6 go to the other 2 units 
One would be in Research and the other five would be in the Reports 
and Accounts Sections. 

Mr. Tuomas. Under your present setup it is obvious the tail i 
wagging the dog. No wonder you do not get around but once every 
2 years to make the audits. We suggest to you that in the ney 
allocation of people you place at least two-thirds of them, Mr. Chair. 
man, in the primary work and one-third in your two other divisions 
then you will get your job done. 

Mr. Riztey. Thank you very much, Mr. Chairman. 


BUREAU OF AIR OPERATIONS 


Mr. THomas. How far are you behind in your actual granting of 
that piece of paper that the industry calls for called a certificate. 
when they ask for it either for the establishment of a new line, th 
extension of an old one, or some 15 variations of applications they 
may file? What division does that come under? 

Mr. Muuuirean. The Bureau of Air Operations. 

Mr. Tuomas. Your Bureau of Air Operations is broken down into 
four divisions: Routes and Carrier Relations Division; Rates Division: 
Foreign Air Division; and Alaska Liaison Office. Is that correct? 

Mr. Muuuiean. That is correct. 

Mr. THomas. How do you allocate your personnel of 293? You 
want to step that up to 357. How do you allocate those people? 

Mr. Muuuiean. The total includes organizationally other compo- 
nents than the Bureau of Air Operations. I can give you the break- 
down of the Bureau of Air Operations. 

Mr. THomas. What does the Bureau of Economic Regulation 
cover? 

Mr. Mutuiean. It covers rates activities, route activities, and 
international civil aviation activities. 

Mr. Tuomas. Is this Bureau of Air Operations a component part 
of your Economic Regulation? 

Mr. Mutuiean. Yes. 

Mr. Tuomas. How many employees do you have in your Bureau 
of Air Operations? 

Mr. MutuiGan. 142. 

Mr. Tuomas. That leaves you about 145 in your Bureau 0! 
Economic Regulation. What do the others do? 

Mr. Muturean. The 142 in the Bureau of Air Operations, is again 
referring to the organizational chart; there are a total of 22 positions 
in the Office of Compliance. 

Mr. Tuomas. Where is that on your chart? 

Mr. Mutuican. It is on the upper right hand side, at the very top. 

Mr. Tuomas. In other words, your chart here is not functional: 
is it? 
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Mr. Muuuican. No, sir; it is not wholly functional. The activity 
“Economic regulation”’ includes several elements shown on the organ- 
izational chart. It includes the entire Bureau of Air Operations. 

Mr. Tuomas. Whereabouts is your Bureau of Economic Regula- 
tion? 

Mr. Mvuuuican. There is no such bureau, su. There is a Bureau 
of Air Operations. 

Mr. Tuomas. You set out on your table “Economic regulation.” 
That is one of your big subdivisions. 

Mr. Muuiuican. That is an activity, Mr. Chairman. It is all 
broken down in a conversion table in the estimates. 

Mr. THomas. You mean it is hard to put down in a chart your 
subheads? 

Mr. Muturcan. The problem actually is to try to present in the 
budget estimates the costs, the personnel, and the like by activities 
The activities nec ‘essarily cut across organizational lines. 

Mr. Tuomas. Mr. Chairman, may T interrupt and state here, since 
the inception in—was it 1938 or 1936, the original act? 

Mr. Riziey. 1938. 

Mr. Tuomas. Have you had any experts within or without ‘the 
Government to go take a look at your organization? 

Mr. Rizuey. I do not know. 

Mr. Muuuican. Yes, sir. In 1950 the firm of Booz, Allen & 
Hamilton was employed to make a survey 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Is your present setup the result of their recommenda- 
tion? 

Mr. Mu.uiaan. Yes, it is with one significant change which we 
made since their survey, and that is the establishment of the Office of 
Carrier Accounts and Statistics. 

Mr. Bow. Mr. Chairman, will you yield for a question? 

Mr. THomas. Yes. 

Mr. Bow. On page 7 of the justifications you show the $348,000 
increase, and in Chairman Rizley’s statement the increase is also 
shown in sections (a), (b), and (c) as $348,000. I wonder if we could 
develop how page 7 is related to the Chairman’s statement under (a), 
(b), and (e). 

Mr. Tuomas. If you will turn to page 5b you will see it is broken 
down into a three-part increase, “Mail rates, ”“ Aecelerated processing 
of route cases,” and “Field audit program.” 

Mr. Bow. That is the same as the Chairman had in his statement 
on page 2? 

Mr. Tuomas. Yes. 


BACKLOG OF APPLICATIONS FOR CERTIFICATES OF CONVENIENCE AND 
NECESSITY 


Tell us what these 142 do and what will be the increase in 1956. 
This is the section where you process the various types of applications 
looking toward certificates of convenience and necessity, and you are 
now behind 3 or 4 years; which is it? 

Mr. Rizuey. More than that. 
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Mr. Tibhean There is not much justification for any regulatory 
agency of the Government keeping a person waiting 3 or 4 years t 
know if he is in business or out of business, is there? 

Mr. Motuiaean. No, sir. 

Mr. Tuomas. How many employees will it take you to get current, 
and what do you mean by current, letting him wait 30 or 90 day; 
or 6 months? 

Mr. Rizitey. With the increase requested we could get within 1s 
months. 

Mr. Tuomas. That is too long. There is not much justification 
for a regulatory agency to have a person wait that long. 

Mr. Riztey. You will not get an argument out of me on that. 

Mr. Tuomas. Figuring on a 3- or 4-month basis, how many en. 
ployees would it take you to get on that basis, say within 2 years? 

Mr. Mutuican. We made an estimate that would bring us to 4 
point where we could start processing all applications within 1 year 
of the date filed. 

Mr. Tuomas. That is too long. What do you mean by “processing” 
We want to give them a ‘‘Yes” or “‘No”’ answer, do we not? 

Mr. Moutuiean. It would be difficult for me to give you an estimate 
of the total staff necessary to get down to a l-year basis. There js 
this, too, to remember. Part of the processing of these cases is not 
within the Board’s control even if we had 1,000 people. 

Mr. THomas. Expand on that. Why is that true? 

Mr. Mutuiean. In the first place, under the Administrative Proce- 
dure Act the parties to a proceeding have certain rights. 

Mr. Tuomas. I understand that. If you are getting to the point 
you cannot control how many papers and motions they are going to 
file, of course you cannot contro] the length of time before a hearing is 
wound up; you do not originate that. The parties originate that, and 
te have no control overit. The - oint is, when you become operative, 

ow long will it take you then to become current? 

Mr. FirzGrravp. If you will allow me to make a statement on that. 

Mr. Tuomas. Surely. 

Mr. FirzGeravp. I am Joseph H. FitzGerald, Director of the 
Bureau of Air Operations. Perhaps I can help on that. The function 
of the Bureau is to serve as the arm of the Board which litigates 
questions before the Bureau of Hearing Examiners and we struggle 
from day to day with this very problem. 

First I would like to say that in our opinion we can, under the present 
budget, only get further and further behind. 

r. THomas. You mean on your 1955 budget? 

Mr. FirzGerap. Yes, the one we arecurrently operatingon. The 
workload is so great that we do need an augmented staff, 

With respect to whether or not we can get on a basis which wil 
start action on all these cases within 4 months after filing, I cannot 
give you a clear answer as to the amount of money that would be 
necessary. 

Mr. THomas. The cases are not in the Board’s hands until the 
parties get through with the hearings. Give us a bird’s-eye view of 
your workload, the number of cases in the hearing examiner stage, 
the number of cases that have been completed and are waiting for 
Board action, and so on. 
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Mr. Mutiiean. We have a statement on that, Mr. Chairman. 
There is a short table on the second page of that statement that will 
give you @ bird’s-eye view. 
~ Mr. Tuomas. The reporter will insert that page in the record. 
(The page referred to is as follows:) 


Status of docket as of Feb. 28, 1955 ° 


Awaiting Tate 
| In process | action Total 


1. Number of dockets on which action had not been completed | 
docket status report as of June 30, 1954)_............._--. ‘ 500 | 57 1, 076 
(a) Less than 18 months old (filed since Sept. 1, 1953) ____ 104 | 207 311 
(5) Over 18 months but less than 3 years old (filed Mar. 1, | 
1952 to Aug. 31, 1953)................__- 105 | 151 | 256 
(c) Over 3 years old (filed prior to Mar. 1, 1952)_____- 291 218 | 509 


2. The 576 dockets awaiting action, as shown above include a number, estimated at 15 percent or 86 dockets, 
which it is anticipated will not require processing for one reason or another. Thus it is estimated that 
only 490 of these dockets will have to be processed. 

3. The detail of the 500 dockets in process, as shown above, is as follows: 

(a) Assigned for ee aenenee. eS PTS NSE TY 

(6) Prehearing conference held but not assigned for hearing --- --- 

Ce). A I a ia ol ct pn csemnawesdveses 

(d) Heard but not ready for report._....__- Bina eae as ls aetraecigiceate ee 
(e) Examiner’s report ready to be written_...............--.--.-- 

(f) Examiner’s report issued. -_.-................--- 

(g) Assigned for oral argument 

(h) Submitted for decision 


FD ad es eS this dtd endeScbinkiataesewe : 
| Does not include 29 dockets involving rates. 


Mr. THomas. You have a total of 500 cases. Break it down. 

Mr. Muuurean. The 500 are in process. The detail of the 500 is as 
follows: 13 are at present assigned for prehearing conference. 

Mr. Tuomas. The Board cannot do anything about that. 

Mr. Mutuurean. In 52 cases prehearing conference has been held 
but the cases have not been assigned for hearing. 

Mr. THomas. You can speed that up. 

Mr. Muuiican. Twenty-nine cases are assigned for hearing. 

Thirty-five cases have been heard but are not ready for the exami- 
ner’s report. 

In 265 cases the examiner’s report is ready to be written. 

Mr. THomas. How old are those cases? 

Mr. Muuuican. They will vary considerably, from 18 months up. 

Mr. Tuomas. You mean after the examiner has heard the case and 
has developed the case, he has been waiting 18 months to write his 
report? 

Mr. Muutuican. No. I meant of the 265, the age, measured from 
the time they were originally filed to the present, would range from 18 
months up. 

In 26 cases the examiner’s report has been issued. 

Nine cases have been assigned for oral argument. 

Seventy-one cases have been submitted to the Board for decision. 

That is the detail of the 500 dockets in process. 

Mr. Toomas. What is the other classification? 

Mr. MuLuiGAN. 576 are awaiting action. 

Mr. Tuomas. How old are they? 


619225523 
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Mr. Mutuican. 207 are less than 18 months old; 151 are ove 
18 months but less than 3 years old; and 218 are over 3 years old. 

Mr. Rizuey. I believe those are the number of dockets, but to get 
a clear picture you should have the number of actual cases. 

Mr. Tuomas. What about the 218 cases that are over 3 years old? 

Mr. Mouturiean. Of the 576 dockets, 218 applications were filed 
prior to March 1, 1952. 

Mr. Tuomas. Does this figure of 1,076 represent the total pieces 
of work in the Division? 

Mr. Muuuiean. That would represent the total filings. 

Mr. Tuomas. All right, call it whatever you want to. And 57) 
are those on which no action has been taken? 

Mr. Mutuiaan. Yes. 

Mr. Tuomas. Out of your total of 1,076? 

Mr. Mutuia@an. Yes, sir. 

Mr. Tuomas. You have 207 cases less than 18 months old. Does 
that mean any action has been taken by the hearing examiners? 

Mr. Muuuiean. No, sir. It means no action has been taken. 

Mr. Tuomas. You have 151 over 18 months old but less than 3 
years old. Does that mean no action has been taken by the hearing 
examiners or the Board? 

Mr. Mu tuie@an. That is correct. 

Mr. Tuomas. Well, gentlemen, there are two things you ought to 
do. You ought to strengthen this Division and get that work on a 
reasonably current basis. There is no occasion for a man waiting 
longer than 4 months after the hearing examiner has completed the 
hearing for a decision. Of course neither the hearing examiner nor 
the Board can control the time consumed there; the parties control 
that. 

Mr. Rizury. I agree with you 100 percent. 

Mr. Tuomas. But the Board controls it after it gets to them. 
Twenty-two people will not get you current in 4 or 5 years. That is 
obvious. 

Mr. Muuuiean. That is correct. 

Mr. Tuomas. How many people would? What is your horseback 
opinion? 

Mr. Muuuiean. Eighty additional people. 

Mr. Tuomas. Do you agree with that, Mr. Rizley? 

Mr. Rizuey. I can neither agree nor disagree. 

Mr. Tuomas. Suppose you come back by telephone and give us the 
number of people it will take you to get this docket on a reasonably 
current basis, and the number of people it will take for your Audits 
Division to get reasonably current, and I do not mean 2 years; those 
audits should be conducted once a year or twice a year. How often 
does a national bank examine its banks? 

Mr. Riztry. When I had a little interest in them it was pretty often. 

Mr. Bow. Mr. Chairman, will you yield? 

Mr. Tuomas. Yes. 

Mr. Bow. Of the 1,076 filings, how many have been consolidated 
into single docket numbers? 

Mr. FirzGerautp. Until we start out on a lead case, we do not 
consolidate into that lead case other applications which may cover 
the same general area. 
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Mr. Mutuiean. In answer to your question, of the 500 filings which 
we show as in process, those have been consolidated into a total of 
94 cases. 

Mr. Bow. So your 500 cases in process comes down to 94 cases 
that the Board will consider? 

Mr. Muuuiean. That is correct. 

Mr. Bow. Will the same percentage be considered as applicable to 
the 1,076? 

Mr. Muuuiean. I think approximately, although, as Mr. Fitz- 
Gerald says, we do not know in advance. 

Mr. Tuomas. Can we run down this chart and find out if you do 
not have some people shuffling papers that you do not need and 
transfer some of them to some of these hot spots? We have certainly 
found 15 or 20 over here in your Reports and Research and Audits 
Division. 


PERSONNEL REQUESTED IN VARIOUS DIVISIONS OF BUREAU OF AIR 
OPERATIONS 


Now, turn to your Bureau of Air Operations. How many people 
do you have in your Route and Carrier Division? 

Mr. Muuuiean. Fifty-four. 

Mr. THomas. What do they do? 

Mr. FirzGeraup. They are divided basically into three sections. 
The first is the Certificates Section which basically deals with the 
trunkline cases in the United States. 

Mr. Tuomas. That is under this Routes and Carrier Relations 
Division. You have three sections in that? 

Mr. FirzGeratp. Yes. 

Mr. Tuomas. And the total employment is 54 people? 

Mr. FirzGeraup. We were estimating 62 for 1955. 

Mr. THomas. What are they doing right now? 

Mr. FirzGrraup. The Certificates Section works on the route cases 
domestically and internationally. 

We also have a Feeder Section which deals with the feeder airlines. 

Then there is a third unit that deals with applications for exemptions 
and things of that sort. 

Actually what it deals with, is simply the type of action we would 
take other than through a formal route application such as the 
application by a carrier to carry a load of passengers from here to 
Europe. 

Mr. THomas. How many of the 142 people in this Division are 
spending their time on preparing information, or whatever you want 
to call it, preparatory to the Board making a decision on these appli- 
cations awaiting hearing? 

Mr. FrrzGrraup. Basically in the Certificates Section, the entire 
section is geared toward the processing of these applications. 

Mr. Tuomas. What other activities do they have besides that? 

Mr. FrrzGrraxp. In addition, we process section 408 cases which 
would deal with antitrust types of problems, agreements for inter- 
locking relationships by directorates and so forth. 

Mr. Tuomas. How many people do you have doing antitrust work? 

Mr. FirzGeraup. It probably would not take the time of more 
than a person a year, I am sure. 
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Mr. Tuomas. Is not that in the Legal Division? 

Mr. FrrzGrraxp. The Bureau of Air Operations includes the Carrier 
Service and Agreements Section. We have lawyers attached to it 
We have a lawyer now preparing for oral argument on a revision of the 
Board’s transatlantic charter policy. We also have that attorney 
working on briefs involved as a result of hearings before the Board, 
In addition to the processing of certificates, of course we have other 
types.of cases. 

Mr. Tuomas. Let me interrupt you. On 5B you set out here 
accelerated processing of route cases where you want an increase of 
22 positions. 

Mr. Mutuiean. Yes. 

Mr. Tuomas. Is that an increase, or is that the number of people 
that you have in there now? 

Mr. Mutuiean. That would be an increase. 

Mr. THomas. How many people do you have in there now? 

Mr. Mouturean. The increase of 22 is distributed, if you would like 
me to give it to you, as follows: In the Bureau of Air Operations, 7: 
in the Bureau of Hearing Examiners, 6; in the Office of Carrier 
Accounts and Statistics, 2; in the Office of the General Counsel, j, 

Mr. Tuomas. Do you mean that calls for seven additional hearing 
examiners? 

Mr. Muttuiean. It calls for 6 additional positions, of which { 
would be hearing examiners and 2 would be secretaries. 

Mr. Tomas. How many in the General Counsel’s Office? 

Mr. Motuiean. Five. 

Mr. Tuomas. What will be their functions? 

Mr. Moturean. Their function will be primarily to prepare the 
opinions in connection with these cases. 

Mr. Tuomas. In advance or after the Board acts? 

Mr. Moturean. After the Board acts. The hearing examiner 
hears the case and the Bureau of Air Operations presents evidence in 
connection with the case and the Board decides the case and the 
Opinion Writing Division of the General Counsel’s Office prepares the 
opinion. 

Pr. Tuomas. These five will go to the Opinion Writing Section of 
the General Counsel’s Office? 

Mr. Motuiean. Correct, sir. 

Mr. THomas. How many are in that division now? 

Mr. Wanner. A total of 6 lawyers in the division at the present 
time, and 3 secretaries. 

Mr. Tuomas. How many opinions did the section write last year! 

Mr. WanNER. They averaged between 60 and 65 per year. ‘Those 
are decided cases. 

Mr. THomas. 60 or 65 opinions? 

Mr. Wanner. Per year. 

Mr. Tuomas. That is 10 opinions per man per year. 

Mr. Wanner. Approximately that. 

Mr. Rizuey. Does that include the original opinion and tle 
opinions on rehearing? 

Mr. Wanner. Both; that is, cases disposed of. It covers tht 
Board’s decision in the case and the decision on reconsideratiol, 
if there is any. 
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Mr. Tuomas. Far be it from me to overwork the lawyers, but 
with only 10 cases a year for 1 lawyer to dispose of im thé form of 
an opinion, he will have to work a lot of crossword puzzles m the 
meantime to keep him occupied. 

Mr. Wanner. That is the final end product of sometimes tremen- 
dous records involving contentions and exceptions by large numbers 
of parties—records of thousands of pages. 

Mr. Tuomas. In other words, writing the opinion is the smallest 
part of the job. You have to study that record, and so forth and 
so on? 

Mr. Wanner. That is true. The actual writing is usually just a 
portion of the overall job of seeing to it that all issues are disposed of. 

Mr. THomas. But each lawyer then, to boil it down, takes 10 
cases a year. 

Mr. WanNeER. That is the way it averages out. 

Mr. Toomas. He works out the brief, writes the opinion, and does 
whatever else is necessary. 

Mr. WANNER. He does not write a brief. He examines the briefs 
of the other parties. In a very large case, some cases of tremendous 
size, for example the transcript in the Atlantic rate case, may require 
the time of 1 lawyer for a good part of 6 months or more, whereas 
of course other cases can be disposed of in a day or two. 

Mr. Tuomas. What other divisions go into this backlog and have 
a finger in getting rid of the backlog besides the Bureau of Air Opera- 
tions? 

Mr. Mutuiean. There would be two, Mr. Chairman, on the route 
cases: Bureau of Hearing Examiners and Office of the General 
Counsel. . 

Now, on the rate cases, which was the first of the 3 objectives which 
Chairman Rizley spoke of, the distribution of the 22 positions 
there—— 

Mr. Tuomas. In the Division of Rates you have 22? 

Mr. Muuuican. That is the total increase in connection with the 
rate case objective for which we are seeking $100,000. 

The 22 positions happen to be the same total number as for the route 
case objective, and they would be distributed 15 in the Bureau of Air 
Operations, 4 in the Office of Carrier Accounts and Statistics, and 1 in 
the Office of the General Counsel. 

In that connection, if I may, I would like to just briefly refer to 
your discussion with Mr. Hord and point out, as these figures just 
quoted will show, the work of the Accounting and Statistics Office is 
not confined wholly to processing reports, but also it plays a very 
important part in handling individual cases and in assembling data 
for the Board’s use in those cases. I am fearful that you do not have 
a full explanation of the functions of that office, because you indicated 
that you felt the distribution there between the audit activities and 
the other activities was improper. I am fearful, as I say, that the 
importance of the other activities was not fully developed. 

Mr. Tuomas. I understood you thoroughly. I repeat, the tail was 
wagging the dog. 

OTHER OBJECTS 


What about your other objects here? You attempt to set this out 
ona big chart. It is double page 1355. Is this the only place you 
Set 1t out? 
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Mr. Mouttican. On page 87 of the estimates and on the following 
pages. 

Mr. Tuomas. We will insert page 87 in the record at this point. 

(The page referred to is as follows:) 


sz 


Nonsalary items 


The detail of the estimates for nonsalary items is as follows: 





| 1955 1956 Difference 

Ot Ts oo cedosie ts 2.85.5 iisse) .. 54h... 65546) -- eS $162, 000 $186, 000 +$24, 0 
03 Transportation EE debe. tee Sin oti eho nda Sued aa Seles 11, 500 BE Boe tides 
04 Communication services -- ish enh aah eas wines wad ree cera 62, 000 66, 525 +4, 53 
05 Rents and utility a Aha sini 25, 700 38, 200 +12, 50) 
06 Printing and reproduction: -_-__- awe ee re eee 60, 000 62, 000 +2 0M 
07. . Other eombragtnal eerwioes . << 20-2 222 orbs 222.52 83, 000 87, 000 +4, 00 
Oe Ey NE aos wapunbntnacsnceebh cn cthas nee 36, 300 39, 000 +2, 700 
Re re ee ane cn wenwadiessaconsvennen ere 18, 000 36, 500 +18, 0 
18 Refunds, awards, and indemnities___..........._...-...-- 500 Ad oe 
15 Taxes and assessments..--.........:...-... bee thease 4, 000 MIG Ra wanccee:. 

Total obligations, nonsalary items_--............---.---- 463, 000 | 531, 225 +68, 235 





TRAVEL 


Mr. Tuomas. You have an increase of $24,000 in travel for 1956, 
You jump from $162,000 to $186,000. Your total here for 1956 is 
$531,225 for other objects, which is an increase of $68,225 over 195i. 
How does that stack up with your personnel costs? 

Mr. Mou tuiaean. I will compute a percentage for you. 

Mr. Tuomas. The personnel cost for 1956 is how much? 

Mr. Mutuiean. $3,594,775, and the total for nonsalary items, 
$531,225. 

Mr. Tuomas. What is your total personnel cost for 1955 as against 
1956? 

Mr. Muoturean. For 1955 the total personal services cost is 
$3,315,000. The estimate for 1956 is $3,594,775. 

Mr. Tuomas. What is the 1956 figure, again? 

Mr. Mu.LuiGan. $3,594,775. 

Mr. Tuomas. Other objects figure out about 17 percent of your 
personnel cost. 

Mr. Mutuican. I do not believe that it is quite that high. 


TRANSPORTATION OF THINGS 


Mr. Tuomas. It is a fraction under 15 percent. What about your 
transportation of things, $11,500? What do you do with that? 

Mr. Mou tuiean. That breaks down roughly into three categories. 

Mr. Tuomas. Household effects? 

Mr. Muturcan. Household effects, $8,050. 

Mr. Tuomas. What is your Government property here? 

Mr. Mutuican. The Government property represents parts that 
are salvaged from aircraft accidents and which are sent into Washing- 
ton and turned over to the National Bureau of Standards for analysis. 

Mr. Tuomas. What was your figure for this for the first 6 months 
of 1955, transportation of household effects? 

Mr. Mutuican. I have the figure to March 31—$10,000. 

Mr. Tuomas. And you had set up for that $8,000? 
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Mr. Mutuiean. Yes. I can explain the reason for the difference. 
Mr. Tuomas. At the rate it will be $12,000 for the year, or $13,000? 
Mr. Muturcan. It will come close to it. 


COMMUNICATION SERVICES 


Mr. Toomas. What about your communication services? There 
is an increase of $4,525 in 1956, making a total of $66,525. 

Mr. Mutuiegan. That $4,000 is entirely identified with fixed 
telephone charges, and in turn with the increased staff proposed. 

The total of $66,000 breaks down as follows: $41,800 for telephone 
fixed charges; $7,600 for telephone toll charges; $2,000 for telegraph 
charges and $14,000 for postage and $1,000 miscellaneous. 

Mr. Toomas. Most of that is spent in the District of Columbia, 
I presume? 

Mr. Mutuican. Yes, it is. 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. What about your rents item, an increase of $12,500? 
That brings the total to $38,200. 

Mr. Muxtuiean. That is comprised of 2 things: $7,200 in connection 
with the proposed expansion of the audits program. We have at the 
present time, as I mentioned earlier, 2 field offices, 1 in New York 
and 1 in San Francisco. We feel, and the General Accounting Office 
agrees, that we could obtain most effective utilization of the field audit 
staff if we were to establish two additional field locations. 

Mr. THomas. Where? 

Mr. Muuuiean. Specifically, the only one we have definitely agreed 
on, the General Accounting Office and ourselves, would be Kansas 
City, selected because of its proximity to the headquarters of the 
carriers. Actually, in 1956, the plan is for one more field office. In 
1957, or perhaps at the very end of 1956——— 

Mr. Toomas. What part of your rent bill is General Services 
} Administration paying? 

Mr. Mutuiean. They pay a very large part of it as far as rentals 
are concerned. The only rent for office space which we now pay is in 
Alaska, $5,000, and in Fort Worth, $1,200. We expect that this 
$7,200 which we project for 1956 would in 1957 be taken over by the 
General Services Administration. 

air. Tuomas. What is this other money in here for, IBM equip- 
ment! 

Mr. Mutuiean. Correct, $5,300. 

Mr. Tuomas. How does it break down, this $38,000? 

Mr. Mutuiean. As follows: For office space and utilities, $11,300. 

Mr. Toomas. Where is that money spent, in the District of Co- 
lumbia? 

Mr. Mutuiean. No, that would be in Alaska, Fort Worth, San 
Francisco and Kansas City. 

The next item, $1,000, aircraft rental. On occasion our field staff 
rent aircraft to go to the scene of an accident. 

$450 for garage space. 

, Labulating equipment, $23,920 with the increase projected for 1956 
of $5,300. 
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Miscellaneous accident investigations work, rental of hearing 
rooms, special equipment, $1,530. 
The total is $38,200. 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. What is this increase of $4,000 for other contractw| 
services, making a total of $87,000? 

Mr. Mutuiean. Of that, $1,000 is an increase over our estimate 
current cost for reporting services outside the District of Columbia; 
$3,300 is repairs and miscellaneous alterations. 

Mr. Tuomas. You have aircraft parts research and analysis 
$13,000. 

Mr. Muuuiean. That involves work that is done for us by the 
Bureau of Standards when parts are sent into Washington an( 
referred to the Bureau of Standards for analysis. It is in effect , 
reimbursable item. We pay the Bureau of Standards for the work 

Mr. Tuomas. This goes back into the Treasury then? 

Mr. Moutuican. Oh, yes. 

Mr. Toomas. How much did you refund in 1954 to the Treaswy 
in this item? 

Mr. Mutuican. We paid to Bureau of Standards in 1954, $11,698. 

Mr. Tuomas. What is this airport mileage computation by the 
Coast and Geodetic Survey? 

Mr. Mutuican. We have an arrangement, pursuant to which the 
Coast and Geodetic Survey calculates the official airport to airport 
mileages, which in turn are published and are used as official mileages 
in route proceedings and for other purposes. 

Mr. THomas. You account for about $29,000 of your $87,000 
Where is the rest of it? 

Mr. Mutuican. Miscellaneous accident investigation costs, $7,600. 

For health services, reimbursement to the Department of Con- 
merce, $1,750. 

For the Air Coordinating Committee and related subcommittees, 
or panels, $25,000. 

Mr. TuHomas. What is that now? 

Mr. Moutuiaan. The Board is a member of the Air Coordinating 
Committee, as you know, sir, which has no appropriation. It i 
financed by contributions of the member agencies. We, in common 
with other member agencies, pay a pro-rata share of the total Ar 
Coordinating Committee budget. 

Mr. Tuomas. And your part is $25,000? 

Mr. Mutuiean. Yes. 

Then for investigations, we call them security investigations, and 
they are full field investigations under Executive Order 10450, $4,600, 
and then we have “Other’’—and I hate to give you an “Other,” bu! 
it is $8,000. 

Mr. Tuomas. What is that for? Is that the cushion? 

Mr. Motuican. No, it is not a cushion. It is the catch-all. Ii 
includes witness fees which run $2,000 or $3,000. 

Mr. Tuomas. What are your fringe benefits under your last year's 
public law going to cost you? 

Mr. Mu.tuican. Employees’ insurance is costing us this year $9,000; 
projected for the next year, $12,300. 





Mi 
Mi 


to en 


M: 


are 1 
M 
your 


M 


Appr 
ran: 
Ret 


s Adju 


Reco 


Com: 





359 


Mr. Tuomas. Where is that set out? 

Mr. Mutuican. In the document. It is on page 92, contributions 
to employees life insurance program, $9,000-$12,300 for 1956. 

Mr. THomas. What are the other benefits going to cost you? 

Mr. Muuuiean. We have no estimate and no expectation that there 
will be any other costs to us. 

Mr. Tuomas. How many automobiles do you have? 

Mr. Muuuiean. We have 15, of which 2 are in Washington and 13 
are in the field. 

Mr. THomas. And you want two new cars for replacement out of 
your 15? 
~ Mr. Mutuiean. Yes. 

Mr. THomas. How old are the others? 

Mr. Muuuiean. The 15 compare with 25 in 1952 and we expect by 
the end of this fiscal year, or early in 1956, to be down to 12. 


AIRCRAFT 


Mr. Tuomas. How many airplanes do you have? 

Mr. Mu.tuiean. We have title to one. It isa DC-3. It is assigned 
to the CAA pool. We have not budgeted this year or next year, for 
any cost of operation of that aircraft. 

Mr. THomas. You have language in your appropriation here, 
operation and maintenance and repair of aircraft. 

Mr. Muturean. That is right. I mentioned earlier a small item of 
$1,000 for the rental of aircraft. Our field staff occasionally do rent 
an aircraft to go to the scene of an accident. We had at one time a 
fleet of 17 aircraft. Over the years we have reduced it to one, the one 
being assigned to the CAA. 

Mr. Tuomas. We will adjourn until 1 o’clock this afternoon. 


AFTERNOON SESSION 


PAYMENTs TO ArR CARRIERS 


Amounts available for obligation 


1954 actual] | 1955 estimate | 1956 estimate 


Appropriation or egbimate........ .2 ..<-<--+-~-+--+------.-2-. ES ae $40, 000, 000 $63, 000, 000 
Transferred from ‘‘Contribution to posta] fund,”’ pursuant to | 
Reorganization Plan No. 10 of 1953 $60, 491, 250 |__.--- 





§ Adjusted appropriation or estimate 5 60, 491, 250 | 
Recovery of prior year obligations._..._.....-.....------------ 


Tota] available for obligation (obligations incurred) 60, 491, 250 | 
Comparative transfer from ‘‘Contribution to postal fund”’ 20, 163, 750 | _.-- 





Total obligations | 80, 655, 000 | 


Obligations by activities 


Obligations by objects 


ll ¢ -— subsidies, and contributions: 
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| 1954 actual | 1955 estimate | 1956 estimay 





| Sr ee 
Obligated balance brought forward_.............-.._._______- nun byteiniadeeh ~ Wn oe. 
Obligations incurred during the year_...._......._-_.________- $60, 491, 250 51, 963, 706 $63, 000, im 





60, 491,250 | 63,927,412 | 63, 000, jEpUDSIC 
Adjustment in obligations of prior years... ......--------------|------ Sea 5 ft fh een L d r 
Obligated balance carried forward----._.--.---- cima ders seencnate | TI TI Un mori names icine n 6 
ee neat av eeeren nthe cif 

Total expenditures__....-...2-_- wibphe aetemidandtheukqaut 48, 527, 544 51, 963, 706 63, 000, (iy $n 
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Expenditures are distributed as follows: | 
Out of current authorisations......................,:...... 48, 527, 544 40, 000, 000 63, 000, 
SU OE re ME nis ara vinvanuewncecdons slaeaiaoieh deat 11, 963, 706 








rans 
Mr. Tuomas. The committee will please come to order. wes 
Mr. Chairman, we will be glad to hear you now with reference to th: ve 
payment to Air Carriers, if you have a statement you would like t eh 
make to us. rr 7 
GENERAL STATEMENT P i 
Mr. Rizuny. Yes, Mr. Chairman, I do have a brief statemen{e—s°-©? 
which I would like to make to you. uon 
A year ago, the Board estimated that the total airline subsidy inff¥c*° 
1954 would be $80,655,000 and for 1955, the estimate was $80,252,000. By °x?° 
Currently, the 1954 estimate is $73,080,000 and for 1955, it is of tl 
$65,410,000. For 1956, the estimate of subsidy accruing undef! cl 
orders of the Board for operations conducted during the 12 months of By Ss" 
that fiscal year, is $62,608,000 broken down as follows: rs 
(a) Domestic trunkline operations ______-.......-....----------- $4, 648, 000 ae 
tb), dsbpel earvine Oneraens is ccc ieee don os owsad add Lol ot eg: 25, 135, 000 
1A) PAGCOR OE COE on dni ce wewaninataced deo ie 2, 928, 000 true 
(5); Deeeie anne GNUNNSIOMR.... hed keuns pececcua 3, 549, 000 case 
i). UN GN te A ee” 4, 523, 000 com 
(f) Intra-Hawaiian operations. -_______._.._.....-.--.--___-.-_- 718, 000 


Gop Veber SIN hb i 5k ee a he 21, 107, 000 orde 


: a the 

The estimate for ‘Payments to air carriers” in 1956 is $63 million BM jp ¢| 
and contemplates payment of claims aggregating $58 million for hh 
operations during the year, or approximately eleven-twelfths of the 


ev 

aforesaid total of $62,608,000, plus liquidation of claims for unpaid ~ 
subsidy accrued as of the end of this fiscal year in the amount o! BF for 
$5 million. Boa 
As you gentlemen are well aware, pursuant to Reorganization Plan 10 BF jer 
of 1953, subsidy has been separated from service pay with the latter JR% jas 


being disbursed by the Post Office Department. However since the I 
Board fixes the rates of service pay it is as concerned with effecting 


ma’ 
savings in that area as in reducing the subsidy bill. Off 

Current estimates show an increase in the volume of mail for both Hi ton 
1954 and 1955 but compared with the estimates of a year ago, total BP cor 
service pay drops from the previous estimate of $56,070,000 for 1954 B® ma 


to $55,646,000 and from $58,460,000 for 1955 to $57,846,000. For 27; 
1956, the estimate of total service pay is $60,951,000, but it is based RR for 
on an increase of 30 million mail ton-miles forecast for 1956 compared est; 
with 1954. In fact the ton-mile increase is 27.5 percent; the total IR (co 
service pay increase 9.5 percent. 1 

What all this adds up to is that the current estimate of subsidy and i we. 
service pay combined, for all carriers both domestic and international, BP pe 
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s $128,726,000 in 1954 and $123,559,000 in 1956, notwithstanding 
he very great increase in volume of mail. 

The reduction i in the level of subsidy—from $73,080,000 in 1954 to 
B42.608,000 in 1956—is brought about principally by 2 factors: in the 

ransatlantic Mail Rate case the Board substantially reduced the 
subsidy payable to Pan American for operations across that ocean 
and removed TWA from subsidy entirely; in connection with trans- 
pacific operations the current estimates forecast no subsidy for North- 

est and a substantial reduction in subsidy to Pan American for 
perations in that area. In each instance the greatly increased volume 
f so-called military mail being transported and estimated to rs 
ransported in future by the carriers involved has contributed i 
important measure to reducing their need for subsidy. It ‘iiss 
accounts, of course, for the increase in total service pay although such 
increase is not in proportion to volume due to the fact that the Board 
is in process of reducing the service rates and the foregoing figures 
are predicated on such reductions becoming effective. 

I know you will want to discuss the Supreme Court decision in the 
so-called offset case. Let me make it clear that no part of the reduc- 
tion in the subsidy estimates is attributable to that decision. No 
case involving the offset issue has yet been adjudicated and none is 
expected to be finally settled except by action of the courts in view 
of the extreme range of controversy involved. I also want to make 
it clear that the major sums involved in connection with the offset 
issue relate to an 8 year past period—1946 to 1953—and two carriers, 
Pan American and TWA. Whatever the outcome of the litigation 
as affecting these carriers and that period, any amount due the Gov- 
ernment will be for the account of the Post Office Department. It is 
true, of course, that the offset issue remains to be adjudicated in some 
cases for periods subsequent to 1953. Such savings as might result, 
compared with payments being currently made under existing rate 
orders, would be applied in reduction of future claims consistent with 
the procedures followed by the Board and the Post Office Department 
in the past where savings resulted for other reasons. 

In concluding this brief initial presentation, I should mention three 
developments that have occurred since the 1956 estimates were trans- 
mitted to this committee. Such estimates showed subsidy in 1956 
for the transatlantic carriers in the amount of $4,717,000. Under the 
Board’s decision in the Transatlantic Mail Rate case, issued Decem- 
ber 20, 1954, and after the estimate had been prepared, that figure 
has been revised downward to $2,669,000. 

In connection with transpacific operations, where the previous esti- 
mates showed subsidy for 1956 in the amount of $1,483,000, the Post 
Office Department has submitted revised estimates ‘of the total mail- 
ton miles and distribution thereof between the two carriers con- 
cerned (Northwest and Pan American). Based on such revised esti- 
mates, which reflect a reduction in mail-ton miles from 33,639,000 to 

27,202,000, due in part to the Board’s proposal to equalize mileage 
for the 2 carriers between the west coast and Tokyo, the current 
estimate of subsidy for transpacific operations in 1956 is $2,262,000 
(compared with the previous figure of $1,483,000). 

Also since December, when the 1956 estimates transmitted to you 
were prepared, tentative agreement has been reached, and it is ex- 
pected that a final rate order will soon be issued, with regard to the 
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domestic trunkline multielement service rates. The overall level jg 
slightly lower than previously estimated with the result that for the 
4 domestic trunklines concerned the subsidy estimate for 1956 has 
increased from $4,517,000 to $4,648,000. owever, under this new 
rate structure, for the period from April 1, 1954, through the fiscal 
year 1956, the total service pay to the domestic trunklines will de. 
crease, compared to what they would have received under the previ- 
ous rates, by approximately $5,300,000, or a savings to the Post 
Office Department in that amount. 

We have prepared for the committee a revision of page 95 of the 
estimates and of appendixes I through V, which are part of the esti- 
mates, to reflect the changes mentioned. These appendixes summar. 
ize the estimates as well as showing the detail, carrier by carrier. 

I think we need to keep in mind all of the time—when we are talking 
about subsidies—that until the last 3 months in October 1953—and 
I am talking about offset cases now, Mr. Chairman—— 

Mr. Tuomas. Yes. 

Mr. Riztey. That the money to be recovered, and I think it may 
be a substantial amount, goes back to the Post Office Department for 
the first 9 months of 1953 and periods prior thereto. 

Mr. Tuomas. What is the total estimate for 1956? Did I see a 
figure somewhere of $130 million? 

Mr. Muuuican. Combined mail pay and service pay? 

Mr. Tuomas. Yes. 

Mr. Muuurecan. The current figure for 1956 from these latest tables 
we have just distributed is $123,559,000. 

Mr. Rizuey. That is right. 


SUMMARY OF ESTIMATED PAYMENTS 


Mr. Tuomas. Mr. Reporter, at this point, will you insert the revised 
table as shown on this sheet, page 95, what we might call the cover 
sheet, in the record at this point? 

(The statement referred to follows:) 


PaYMENTS TO AIR CARRIERS 


Summary of estimated subsidy payments to air carriers 











Estimate, Estimate, Estimate, 
1954 ! 1955 1956 
Total subsidy accruing to air carriers for operations during the 
SNR WON D5). att kik eek ae es. Seles ed oc 8 2 $55, 208,922 | $65, 410, 000 $62, 608, 000 
Add unpaid accrued subsidy carried forward from prior year--|-_------------ +6, 681, 378 +4, 927, 672 
Deduct accrued subsidy unpaid at end of fiscal year. ...-.-.-- —6, 681,378 | —4, 927, 672 —4, 535, 672 
Total estimated payments (actual for 1954) ...........--- 48, 527,544 | * 67, 163, 706 63, 000, 000 





1 The amounts shown for 1954 cover the period from the effective date of Reorganization Plan No. 10, 
Oct. 1, 1953, through June 30, 1954. 

2 Comparable amount for entire fiscal year is $73,080,000. 

3 Includes proposed supplement appropriation of $15,200,000. 


Mr. Tuomas. This chart here on appendix III compares with 
appendix IV, and apparently IV includes everything that we find in 
III, plus the name of the airplane carriers. 

Mr. Mutuiean. That is right. 
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Mr. Tuomas. Then there is no need, apparently, to insert appendix 
III, and there is nothing in appendix V that is not covered in appendix 
IV. 

Mr. Mutuiaan. Yes; appendix V shows the estimate of payments. 

Mr. THomas. I see. 

Mr. Mu.tuiean. As distinguished from appendix IV, which is the 
estimate of the service pay and the subsidy which would accrue. 

Mr. THomas. What is the divergency in the figures then? 

Mr. Mutuiean. Essentially the difference is accounted for by the 
fact that appendix IV shows the estimate of subsidy accruing for the 
fiscal year, while appendix V shows the estimate of payments to be 
made. 

Mr. Tuomas. One is the estimate and the other is the actual 
payment? 

Mr. Mutuiean. Except for 1955 and in 1956 where the payment 
total is also an estimate. The reason for that is the lag in time. 

Mr. Tuomas. Yes. 

Mr. Muuuican. Of approximately 1 month between the filing of 
the claim by the carrier and the payment of the claim. 


DATA ON STATUS OF SUBSIDIES BY CARRIERS 


Mr. Tuomas. Which is the more inclusive; No. IV, I presume? 
Mr. Mutuiean. No. V would be more pertinent. 

Mr. Tuomas. Then we will include No. V in the record. 

(The chart referred to follows:) 
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DISCREPANCY BETWEEN ESTIMATES AND ACTUAL PAYMENTS 


Mr. Tuomas. What is the discrepancy in the estimate, between th E 


estimate and the Peeeet! 
Mr. Moutuiean. The 


re is a difference in dollars in that the total) 


accrual figure for 1956 is $62,608,000; the payment figure is $63 million, : 


That is arrived at as follows: 


To the $62,608,000 there should be added, according to the curren 
estimates, $4,927,672 as the unpaid subsidy at the end of this fiscal 


year, carried forward to 1956, and there is to be subtracted $4,535,672, 
which would be the unpaid amount at the end of the fiscal year 1954 
= carried forward into 1957, and that gives us the figure of $63 
million. 


Mr. Tuomas. I notice this statement on page 96 which is quite} 


significant: 


rR 


It will be noted that the estimate of the total subsidy which will be due for 
operations conducted during the fiscal year 1956 is $4,369,000 less than the current F 


estimate for 1956, and $15,909,000 less than the previous estimate for that year, 


How did you miss the estimate by some $15.9 million, approximately 


$16 million, for 1955? 

Mr. Mutuiean. Essentially, there are two things, as the Chairman 
pointed out: the decision of the Board in the Transatlantic mail 
rate case which was issued after these estimates were constructed, 
and the matter of military mail. 

Mr. Tuomas. Those two things? 

Mr. Mutuican. Those are the two principal factors. 

Mr. Tuomas. Which brought it down approximately $16 million’ 

Mr. Mutuiean. Yes. 

Mr. Tuomas. That includes subsidy and mail? 

Mr. Muturean. No, sir; those figures are subsidy only. 


TOTAL SUBSIDY ACCRUING TO AIR CARRIERS FOR OPERATIONS, 1956 


ae Tuomas. This figure of $63 million for 1956, is that all sub- 
sidy? 

Mr. Mutuican. That is all subsidy. 

Mr. Tuomas. What is the mail part of it? 

Mr. Muuuican. That is, the service pay? 

Mr. Tuomas. Yes. Approximately $61 million? 

Mr. Mu.uiGan. For 1956, it is $60,951,000. 

Mr. Tuomas. In round figures, $61 million? 

Mr. Mutuiean. Yes. 

Mr. Tuomas. Service pay and subsidy runs about equal with the 
subsidy a little bit on the plus side? 

Mr. Mutuiean. Yes. 

Mr. Tuomas. How many airlines are involved in the total operation, 
domestic and foreign? 

Mr. Mutuican. Domestic? 

Mr. Tuomas. Domestic, overseas, Alaska, and Hawaii. 

Mr. Mu uican. There are on subsidy, domestic trunk lines and 
local service—— 

Mr. Tuomas. In giving the domestic, give the names. 

Mr. Mutuiaan. Yes. 
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Mr. Tuomas. And the amount on this table. 

Mr. Muuuiean. Domestic trunklines, first would be Braniff and 
the estimate under subsidy for 1956 is $1,048,000. 

Colonial, $906,000. 

Continental, $825,000. 

Northeast, $1,869,000. 

Next would be the local service carriers, and in each instance the 
figure is for the subsidy estimate for 1956. 

Piedmont—— 

Mr. Tuomas. Just insert that in the record at this point. 

Mr. MuuuiGan. Yes. 

(The information requested follows:) 


Estimate of total subsidy accruing to air carriers for operations during the fiscal year 
1956 


Domestic trunklines: Intra-Alaskan opera- 
Braniff tions—Continted 
Colonial ¢ $294, 000 
Continental 5 Y 261, 000 
Northeast ¢ Northern Consoli- 

—_—_—_——_——— dated 985, 000 
Pacific Northern _ - _- 458, 000 
soe 1, 000 

Local service carriers: i 1, 216, 000 
Allegheny 1, 777, 000 —-—- 
Bonanza 911, 000 4, 523, 000 
Central 2, 241, 000 a 
Frontier 3, 074, 000 | Hawaiian operations: 

Lake Central_._._.... 1, 492, 000 Hawaiian 634, 000 
1, 134, 000 Trans-Pacific 84, 000 
1, 900, 000 
1, 890, 000 
Piedmont 
Pioneer , og Trans-Atlantic operations: 
Southern oA Pan American (At- 
Southwest____._--_- 970, lantic Division) - _- 2, 669, 000 
Trans-Texas Trans- World 
West Coast 


2, 669, 00 


Trans-Pacific operations: 


Helicopter Air Serv- Pan American (Pacific 
i 436, 000 Division) 2, 262, 000 
Los Angeles Airways. _1, 103, 000 omrepneienesinneenmnrenenie 
New York Airways... _1, 389, 000 2, 262, 000 
Latin American opera- 
— == tions: 

States-Alaska operations: i 1, 789, 000 
Alaska Airlines__-_-___ 125, 000 
Pacific Northern _ _ __ Colonial (Stub-end to 
Pan American (Alaska Bermuda) 84, 000 

Division) 705, 000 
—_—_————_ Pan American (Latin 
American Division). 11, 482, 000 


Intra-Alaskan operations: vn ak Satan deed 
Alaska Airlines 16, 176, 000 
Alaska Coastal. ____ a et tee ee 

Total, all carriers_. 62, 608, 000 


61922—55——_24 
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Mr. Tuomas. What are the total domestic lines receiving for 1956?) 


Mr. Mu.uiean. The estimate for 1956 is $4,648,000. 
The local service carriers, $25,135,000. 

Helicopters, $2,928,000. 

States-Alaska operations, $3,549,000. 

Intra-Alaskan operations, $4,523,000. 

Hawaiian operations, $718,000. 

Transatlantic operations, $2,669,000. 

Transpacific operations, $2,262,000. 


Mr. Tuomas. Let me interrupt you: All of these lines you hay , 


enumerated—of those domestic trunklines, 4 or 5 are receiving sub- 
sidies? 
Mr. Mutuiean. Yes. 


ESTIMATED SERVICE MAIL PAY AND SUBSIDY FOR OPERATIONS, 1956 


Mr. Tuomas. Will you insert another table now showing the amount 
of service pay they get? 

Mr. Mu.uican. Yes. 

(The information requested follows:) 


Estimated service mail pay and subsidy for operations during the fiscal year 1958 














Total 

Airmail : 1 
r aaat Mail ton- Service ; service mail 

Name of carrier se ne. miles mail pay Subsidy pay and 

subsidy 

| 

Domestic trunklines: Cents Thousands | Thousands | Thousands | Thousands 
EE er ee ee 37. 05 20, 065  § eee 5, 967 
ES coat lea aememenae wad 41. 67 7, 668 BO tn vn con nnn een 2, 999 
DONOR, Sc cntedoguccdivalyeebudeewobe 41. 65 2. 381 WOE Tei ucteee 834 
DONO . s05sscd suacadaceien kabel 36. 62 3,417 A Oe 5g eee 1, 251 
ME WEI - owccnn cco dodecstblvesene 35. 81 15, 530 RE lon o anesthe 5, 266 
tg 2 te a ee omaha 36. 03 21, 781 7, 512 7, 512 
es oak es hee es 50. 00 1, 835 918 1, 966 
Capital__..--- ; 49. 04 3, 740 1, 405 1, 405 
BP canonn ne a 44. 73 3, 428 1, 489 
Western 44. 89 1, 683 755 755 
Colonial. _-_- 58. 82 159 94 1,00 
COUR ooo ain ens nen ceduemudbewe 50. 89 639 325 1, 150 
Pca incpiltendhis steric naa oee 86. 62 151 131 1, 869 2, 000 
I netics ACM CLAD, 6 ceesgail | 82, 477 | 29, 946 4, 648 34, 504 





Mr. THomas. How many domestic lines do we have that receive 
service pay but do not receive subsidy? 

Mr. Mutuiean. Nine. 

Mr. THomas. Name them at this point in the record and state the 
amount of service pay they get for the record. 

Mr. Mutuuiean. American, Eastern, National, Northwest, Trans- 
World, United, Capital, Delta, and Western. 


REDUCTION IN SERVICE RATES FOR MILITARY MAIL 


Mr. Tuomas. What about this military mail? How much money 
did you save in your revised figures; did you reduce them? 

Mr. Mutuiean. I can give that. 

Mr. Tuomas. What did you reduce your rate from, to? 

Mr. Mutuiean. In the Atlantic area, Mr. Chairman, the rate, 
former service rate, was 85 cents per ton-mile. 
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Mr. Tuomas. That is in the Atlantic? 

Mr. Muuuican. That is in the Atlantic, correct. 

Effective January 1, under the current temporary rate order, it is 
50 cents per ton-mile. 

Mr. Roru. In the Atlantic, it is 55. 

Mr. Mutuiean. I stand corrected; in the Atlantic, 55 

In the Pacific, the previous service rate was 67 cents per ton-mile. 
And, effective January 1, the rate is 50 cents per ton-mile. 

Now, actually these estimates reflect, in addition to the revised 
estimate of mail volume in the Pacific, the Board’s proposal to equal- 
ize the mileage as between the two carriers, Northwest and Pan 
American, which would have the effect of reducing the rate to Pan 
American to approximately 39 cents per ton-mile. 


SELLING EXPENSE ACCOUNTS 


Mr. Tuomas. What was the figure in your justification for getting 
business; does that mean items like advertising? 

Mr. Mutuiean. I do not believe I know to what you have 
reference, sir. 

Mr. Rorn. You probably have reference to what we term the 
selling expense. 

Mr. Tuomas. Yes. 

Mr. Roru. That is a combination of two basic accounts in the uni- 
form system of accounting for air carriers. One major account is 
called ‘‘travel and selling expense’’, and the other account is called 
“advertising and publicity expense.” 

Mr. Tuomas. What items are covered in the first category? 

Mr. Roru. In ‘Travel and selling expense,’ the commissions paid 
to travel agencies. 

Mr. Tuomas. That is domestic or foreign? 

Mr. Roru. Yes; whatever the case may be, the account includes 
all commissions paid, plus the expense of personnel, usually such as 
salesmen or contact men, who contact various customers in an effort 
to promote sales. The expense of reservations is quite substantial, 
both domestic and international, and on the international side, it 
would include various expenses. 

Mr. Tuomas. It includes offices as well as rents and utilities? 

Mr. Roru. It includes the 

Mr. Tuomas. And personnel costs? 

Mr. Roru. All office expenses including personnel costs and the 
ticket office and the reservation office; that would all be in there. 

Mr. Tuomas. What do you allow for that category? 

Mr. Roru. It depends upon the type of air carrier involved. I 
believe you referred to a figure of 19 and a fraction, which probably 
refers to the maximum allowed by the Board in the transatlantic 
mail rate case of 19.5 percent for Pan American and Trans-World 
Airlines in that proceeding. The amounts spent by the air carriers 
over and above that maximum were disallowed by the Board in 
determining the subsidy requirements of the two carriers. 

Mr. Tuomas. What does that allow for, everything? 

Mr. Roru. It is a combination allowance for the advertising costs, 
the publicity costs, and the traveling and sales cost, the theory being 
that one management might decide to advertise heavily and to 
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dispense with some of their other costs—costs that normally appear) 
under traffic and sales categories, such as salesmen they might employ | 
on various types of activities, while another carrier might spend les; | 


on some of those things. 

The Board has felt, based on studies of the problem over a period 
of years, that the important thing is the amount of expenses for the 
two eategories combined rather than how much they spend in on 
classification. 

Mr. THomas. What is the overall percentage; does it apply equally 
to domestic lines as well as to overseas lines? 

Mr. Roru. For the domestic lines, the ratio would be far lower: 
some of the larger carriers spend roughly 12 to 13 percent of their 
commercial revenues; that is, of their revenues from passengers and 
freight, for these two accounts, travel and sales and advertising and 
publicity. Between the two accounts, it is far lower for salaries and 
expenses for domestic carriers for international carriers due primarily 
to the cost of selling tickets through travel agents. 

Mr. Tuomas. What is the average cost for doing business for the 
domestic commercial lines on their gross sales, freight and passenger? 

Mr. Rortn. The expense of sales? 

Mr. Tuomas. No, all combined; operation and maintenance, sales, 
and whatever expense they have. 

Mr. Roru. On a total mileage basis, the cost is very roughly 45 
cents per ton-mile. 

Mr. Tuomas. Put it in terms of percentage of gross pay; is it 20 
percent; is this the overall figure? 

Mr. Rora. The overall figure is roughly 90 percent. We can fur- 
nish the precise figure for the record without any difficulty. 

Mr. THomas. Where does the subsidy figure come in? 

Mr. Roru. The subsidy comes in only for the air carriers that would 
show either a loss or an inadequate profit, if they had no subsidy to 
supplement their commercial revenues. Another way of putting it is 
that some carriers do not receive enough from passenger revenue and 
freight and express revenue, and the payment by the Postmaster 
General for carrying of the mail. . 

Mr. Tuomas. In figuring the subsidy, to get back to your selling 
costs, what figure did you use in arriving at the 20 percent of the gross 
take from sales or passenger or freight? Did you include in that pay- 
ment the service pay? 

Mr. Roru. No; we exclude the service mail pay. 

Mr. Tuomas. Why did you exclude that? 

Mr. Roru. On the theory that it did not take any sales effort to 
get the mail from the United States Post Office Department. 

Mr. Tuomas. They are legitimate items of doing business; rents, 
personnel costs, advertising, so when you come to the overall figure, 
why not include what they received as income from service along with 
the income from passenger sales tickets and freight? 

Mr. Roru. If I may explain briefly, I do not think the air carriers 
complain of being penalized for what the Board does 

Mr. THomas. There is no doubt about that. That is what I am 
talking about. 

Mr. Roru. I thought the implication of your question was that the 
Board was unfair on basing the ratio of the total revenue, including 
service mail pay 
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Mr. Toomas. Well, I am not indicating whether it is fair or not; 
I want to know why you did not include the service pay as a part of 
the revenue when you come to figure out the expenses. When you 
figure all of the revenue, namely, from passenger sales tickets, freight 
tickets, why not include the service pay? 

Mr. Rots. Well, in determining the subsidy requirements, we do 
figure the amount of service pay they take in; but in determining 
the amount of selling expense allowance in figuring the subsidy, we 
do not allow the air carrier any additional amount for selling expense 
simply because he has added the United States mail that he carries. 

Mr. Tuomas. What items do you allow the carriers, we will say, a 
domestic carrier now, in arriving at the total expense for that year? 

Mr. Rots. We have a system of accounts which the carriers are 
required to follow and it breaks down the total operating expenses 
into various categories, which in practice cover the expense of flying 
and maintaining the airplane, plus the various overhead factors. 

Now, two of those accounts include the one which you inquired 
about, and another which is the selling expense. Likewise the ground 
operation accounts, basically involve the loading and unloading of 
the aircraft and servicing of the aircraft on the ground. The last 


| category would be the overall general administrative expense, plus 


depreciation. 


COMPARISON OF BASIC MEASURES OF FINANCIAL AND TRAFFIC VOLUME, 
1938 AND 1954 


Mr. Tuomas. Do you have a financial statement for a big airline, 
a domestic line, say covering the period since this act has been in 


operation, 1938? 

Mr. Rots. We have them available; yes. 

Mr. Toomas. Have you submitted them for the record? 

Mr. Rots. Not this year. 

Mr. THomas. How does the financial statement compare today 
with the first year of operation under the act, and, say, the fiscal year 
1954? Do you have those two statements available? 

Mr. Roru. I can furnish the figures for you, although the latest 
year would not normally resemble the first year, partially because 
there has been a tremendous growth, as the chairman indicated, a 
truly tremendous growth in the industry. And, secondly, in 1938, 
this industry was composed primarily of the 16 so-called trunkimes. 
There were no local service airlines; and, as I recall, there were only 
two international carriers operating under the American flag, Pan 
American and its subsidiary, Panagra. 

Since that time there has been a tremendous expansion in the size 
and operation of each of these carriers. 

Mr. THomas. What would be the percentage? Generally, what we 
pr is the 1954 as compared with the beginning under the Subsidy 
Act. 

Mr. Roru. Yes, I have that and will be glad to furnish the exact 
figures for the record. 

a Tuomas. At this point in the record, insert that table if you 
will. 

Mr. Roru. Yes. 

(The information requested follows:) 
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Comparison of basic measures of financial and traffic volume as between calendg 
: years 1938 and 1954 


Calendar year— Percent 
Domestic trunklines ! ST ea ere me “pene 
1954 over 


1938 1954 1938 


a 





Thousands Thousands 
Wabal wives Gee Hees Gs ois. Ach coc sdsk did ides $36, 032 2 $793, 064 2, 10: 


OI 8 he ae i le Bek 42, 251 969, 907 2 195 
OE PE oriect pax cuncanvbennpsnnbeminaetoensscethawbet 43, 317 870, 409 | 1, 


FROPSINS DOSNT -TAIING | ones oss < 5S dndRse ee skcen newt | 475, 600 16, 137, 016 3, 2% 





1 Colonial Airlines excluded because comparable information is not readily available for 1938. 
2 For carriers conducting more than 1 class of operation, reflects an allocation to domestic operations 0! 
reported ‘‘system”’ assets based on relative operating expenses. 


Mr. Tuomas. In this period of some 15 years, have any of the 
airlines gone into bankruptcy or receivership? 

Mr. Roru. I am not aware of any air carrier that held a certificate 
for the transportation of mail that has gone into bankruptcy. Other 
carriers that have not held mail certificates, I believe have gone into 
bankruptcy. 

Mr. Tuomas. It is important; that is the most important division 
on the carriers work, the division of audit and accounting. 

Mr. Rizuey. There is no question about that. 

Mr. Tomas. One of the most important divisions in CAB would be 
the Audit Division? 

Mr. Riziey. With that I agree wholeheartedly. 


AUDITORS CLASSIFICATION 


Mr. Tuomas. What is the rate of the auditors under the Classifica- 
tion Act? 

Mr. Mutuiean. I can get that for you, Mr. Chairman. 

Mr. TxHomas. This job cannot be done on a biannual basis or on an 
annual basis; it certainly ought to be done every month or so. And in 
the final analysis, your calculations and figures are based on what 
your auditors do; is that correct? 

Mr. Riztey. In large measure that is right. 

Mr. Tuomas. How important is that Division? 

Mr. Moutuiean. It is quite important, very important. But the 
point is that the Board, in determining a mail rate for a particular car- 
rier, whether it includes a subsidy or does not include a subsidy, de- 
termines that rate in a comprehensive proceeding. The data whichis 
produced though the auditing process is an important part of the 
data which the Board considers in the rate proceeding. However, it 
also considers a vast amount of other information. 

Mr. Tuomas. How many lines do we have in this country that 
receive no service pay at all, or subsidy? 

Mr. Muuuican. None. 

Mr. Tuomas. None? I am talking now about the scheduled 
operating lines. 

Mr..Muuuiean. The certificated carriers? 

Mr. Tuomas. Yes. 

Mr: Muuuican. All receive some service pay. 

Mr. Roru. Of course, there are some all-cargo carriers, such as the 
Flying Tigers, that do not have mail certificates. 
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Mr. Mutuiean. Yes; we have certain carriers which do not carry 
mail, which receive no mail pay or subsidy. 

Mr. Tuomas. But I am talking about passenger carriers. 

Mr. Muuuiean. The all-cargo lines do not carry passengers or 
mail; the certificated carriers which carry passengers are authorized 
to carry mail and receive service pay and some receive a subsidy. 

Mr. Tuomas. May we now have the schedule of your auditor 

ositions, civil service classification? 

Mr. Mutuican. Yes. 

The Chief of the Audit Division is a grade 14. 

Mr. THomas. What are the grades of the auditors? 

Mr. Muuuican. The auditors in the Washington office, include 
4 grade 12; 4 grade 11; 5 grade 9. 

In the New York office, the Chief is grade 13. Also in the office 
are 2 grade 12; 2 grade 11; 1 grade 9, and 1 grade 7. 

The Chief of the San Francisco office is grade 13. Also in the office 
are 2 grade 12; 2 grade 11; 2 grade 9; 1 grade 7. 

Mr. THomas. You ought to strengthen that beyond what it is now. 

Mr. Mutuiean. We have that definitely in mind asa part of the 
program for 1956. 

Mr. THomas. You put a grade 12 or 13 auditor up against a com- 
pany auditor, where they pay him from $20,000 to $25,000 or $30,000 
and you are going to get about the same, roughly the same, propor- 
tion—that is, the taxpayer is going to get it. 

Mr. Mutuiean. As a part of the program, Mr. Chairman, for the 
next fiscal year, if it is approved by this committee, it is planned to 
revise the grade structure with a view of getting the grades just us 
high as the Civil Service Commission will allow. 

Mr. Tomas. The General Accounting Office has eighteens, seven- 
teens, and sixteens in the Audit Division and in the Review Division. 

Mr. Riztey. I might say, Mr. Chairman, that during the first week 
I was at the Board, the first question I raised was the adequacy and 
competency of the Auditing Division to compete with people we 
have to do business with. 


Mr. Tuomas. It is obvious that it is far from being on a parity 
with them. 


RECOVERIES UNDER RECENT SUPREME COURT DECISION 


What do you think will be the net result of the Supreme Court 
decision on your breakdown? 

Mr. Mutuiean. We have a short statement on that. 

Mr. Riztrny. We have the figures here, I believe. 

Mr. Tuomas. In the justifications, I noticed you pointed out at 
least four or five questions which the Court did not decide for you. 

Mr. Rizury. I have a statement here indicating the amount of 
dollars that may be saved. 

Mr. Tuomas. By virtue of that decision? 

Mr. Rizuxry. Yes. 

Mr. Muuuican. So far as we are aware, Mr. Chairman, the 1956 
estimates would not be affected. As this statement points out, there 
are 11 carriers which operate more than one division, and to which, 
therefore, the offset principle would apply but there are five with 
tegard to which no subsidy is provided either for 1954, or 1955. 





374 


Mr. TxHomas. Five out of the 11? 

Mr. Muturean. Five out of the 11. 

Mr. Roru. Six in 1956? 

Mr. Mutuiean. And in 1956, it is six. 

Now, there are two other carriers, as this table shows: Alaska 
Airline and Colonial Airline, which are on subsidy, but with respect to 
which our staff does not foresee any recovery by virtue of the offset 
decision. 

This is presented as the staff’s position, and it should be understood 
only as the staff’s position to be taken in cases which will be adju- 
dicated by the Board, and it is the staff’s position that the amounts 
there shown are potentially available 

Mr. Rizuiry. Let us get the amount they expect to recover under 
the offset decision in the record. 

Mr. Tuomas. That is in the record? 

Mr. Mutuiean. At the top of the table it shows the amount for 
1954 is a total of $3,694,000 and for 1955, $2,690,000, or a grand total 
of, roughly, $6 million plus. 

Mr. Tuomas. 6.2 million. 

Mr. Mutuiaan. Yes. 

Mr. Tuomas. Mr. Reporter, will you insert this chart in the record? 

(The statement referred to follows:) 


Tentative contentions of CAB staff as to earnings available for offset in currently 
contested proceedings for periods since Oct. 1, 1958 





Fiscal year 


1954 (9 1955 (12 1956 (12 


months) months) months) 


Carriers for whom offset amounts are currently projected: 
Braniff $91, 000 
520, 000 
1 3, 083, 000 


Northwest 
Trans-World Airlin 
ted 


1 Pan American figures assigned to fiscal years as follows: 
Offset amount for period Jan. 1, 1951 to Dec. 31, 1953 
Pro rata amount Oct. 1, 1953 to Dec. 31, 1953 
Offset amount for calendar year 1954 
This amount is prorated one-half to fiscal 1954 and 1955. 
2 No subsidy. 


NotEe.—The above table specifically excludes any offset amounts related to operations conducted prior to 
Reorganization Plan No. 10 of 1953 (Oct. 1, 1953), since all such offset amounts that may materialize will be 
credits to the Post Office Department rather than the CAB 


Mr. Rizitxy. What is shown in the table is distinguished from what 
might ultimately come back to the Post Office Department in the 
offset. 

Mr. THomas. This is only for subsidy and does not include service 
pay? 
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Mr. Riztey. It does not include service pay but is only that amount 
of subsidy, which if the staff is correct, will be recovered under the 
offset decision for the preiod since plan 10 became effective; that is, if 
these cases are finally adjudicated according to the staff's prognosti- 
cation; and distinguished from much larger sums involved for prior 
periods. 

Mr. Tuomas. That goes back to the Post Office Department? 

Mr. Rizirey. That is correct. 

Mr. Muuuican. For periods prior to October 1, 1953. 

Mr. TuHomas. But not including this same period? 

Mr. Muuuiean. No. 

Mr. THomas. Under the law, you have no authority to set up a 
revolving fund? 

Mr. Mutuican. No; this goes back to the-—— 

Mr. Tuomas. This is a no-year appropriation? 

Mr. Muuuiean. A no-year appropriation; yes. 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Mr. Tuomas. Do you have any unobligated or unexpended balance 
as of, say, January of this year? 

Mr. Muturean. I could give you more current figures than that, 
Mr. Thomas. 

Mr. THomas. Very well, the most recent period you have. 

Mr. Mutuiean. As of April 21, we start out with the transfer of 
funds from the Post Office Department to cover three-fourths of the 
fiscal year 1954, in the amount of $60,491,250. There was an initial 
appropriation during the fiscal year 1955 of $40 million. By act of 
Congress just last week, a further supplementary appropriation of 
$8.9 million. These figures which I will read are without regard to 
$8.9 million. 

We find that, again, that as of April 21, close of business April 21, 
we had disbursed for operations conducted during 1954 a total of 
$53,712,046. The unpaid amount of carrier claims, again for opera- 
tions during 1954, was $66,126, making the total claims $53,778,172. 

For operations during the fiscal year 1955, we had disbursed 
$45,122,012. 

The unpaid amount of carrier claims was $1,370,484; total claims 
$46,492 496. 

We have, therefore, total payments of $98,834,058; unpaid 
$1,436,610, or a total of $100,270,668. 

We had cash on hand as of the close of business, April 21, $1,657,192. 


SAVINGS BY BOARD’S FIXING FINAL FUTURE RATES FOR TWA AND PAA 


Now, to illustrate the point that was brought up just a moment 
ago: We had a situation arise within the past few months wherein 
the case of two carriers, TWA, and Pan American, those carriers had 
been paid under a temporary rate order. 

By the Board’s decision of December 20, 1954, fixing the final 
future rate, and notwithstanding that the carriers have petitioned for 
reconsideration of that rate, we found that the difference between 
what the carriers were entitled to under the new final rate, and what 
they had been paid under the previous temporary rate amounted to 
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approximately $3.7 million in the case of Pan American, and $719,000 
in the case of TWA. 

In our construction of the estimate of the supplemental funds 
needed for 1956, we took that into account and we recovered from 
TWA a payment in cash and from Pan American we made an offset 
against current claims for a total in excess of $4 million. 

Now, the same thing would apply, I believe, with respect to all 
of these amounts shown in the table here. The figures, as Chairman 
Rizley pointed out, are based on staff contentions and we would, in 
the absence of some instruction from the Congress to the contrary, 
recover these amounts by deduction from current claims. 

Mr. THomas. Would you say that it would be good valid business 
principle, just to settle these accounts with the carriers, and certainly 
not carry—let them drag out from 1 fiscal year to another, 1954 to 
1956? 

Mr. Mutuiean. A part of the difficulty in final settlement arises 
from the fact that it takes a considerable length of time to finalize 
the rates. And in other cases the carriers, let us say, that have a tem- 
porary rate, and have been paid on the basis of a temporary rate 
order of the Board, may appeal for reconsideration of the final rate 
as in the case of the transatlantic carriers. 

In fact, in that case they actually made a preliminary protective 
filing with the court and there is every indication that the rate will 
not be finally decided until there is litigation in the courts. 

In the meantime, in the case of these two carriers, we are only 
making payments under the final rate as is the case in making payment 
to the other carriers who are on a final rate. As to payments to those 
carriers on a temporary rate, they are being made currently in accord- 
ance with such rates. 

Mr. Tuomas. What were those figures as of April 21 for the cash 
on hand and the liabilities? 

Mr. Mutuiean. The cash on hand, $1,657,192. 

The unpaid claims, $1,436,610. 

I want to point out those two figures relate only to claims received 
and that they are not the final, total liability; on the contrary. And 
the reason for that is because of the fact that many carriers are on a 
temporary rate currently. These rates are typically fixed by the 
Board at a point somewhat below the expected amount that will be 
due the carriers under the final rate. 

More specifically, the Board in fixing temporary rates, provides 
only for the carriers a break-even amount. 





ADEQUACY OF CURRENT FUNDS AVAILABLE FOR PAYING CLAIMS 


Mr. Tuomas. So ultimately you will not need the $8.9 million you 
have in the form of the supplemental? 

Mr. Mutuican. On the contrary, we have got in sight, as of right 
now, claims for April, May, and June, before we might reasonably 
expect any additional appropriation, and those claims will more than 
aggregate the $8.9 million, plus the $1,657,192 cash on hand. 

Mr. Tuomas. What are they running, about $5 million a month? 

Mr. Muuuican. I have a detailed breakdown here by classes of 
carriers. This again would be from April 21; domestic trunklines, 
$1,366,000; local service carriers, $6,900,000. 
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Mr. Tuomas. Roughly, how much do you think you are going to 
need now to finish the fiscal year 1955? 

Mr. Muuuican. If we should pay all claims of all carriers, it would 
be very close to $16 million. 

Mr. Tuomas. With $8 million you can stretch it far enough? 

Mr. Mutuican. $8.9 million, plus the $1,657,000 cash on hand 
makes a total of $10,557,000. 

Mr. Tuomas. Do you expect to give the Post Office Department a 
further amount in addition? 

Mr. Muturean. No; there is no provision for that. 

Mr. Tuomas. Who does the paying; do you pay subsidy and service 
yay? 
: Mr. Muuuican. No; we pay only claims for subsidies; the Post 
Office pays service-pay claims. 

Mr. Toomas. And the $16 million is all for subsidy? 

Mr. Muuuiean. That is correct. The $63 million is the estimate 
for 1956, as I outlined earlier. 


BASIS FOR ESTIMATE OF CLAIMS PAYABLE 


Mr. Tuomas. How did you arrive at the $16 million figure? You 
have only got May and June and a part of April, about 70 days. 

Mr. Mutuican. We would have 3 months’ claims. 

Mr. Tuomas. It is running somewhere in the nature of about $5.25 
million a month, so that on that basis you would only need about 
$11 million, and you have got $1.5 million which would bring it down 
to a little under $10 million, so if you are talking about $16 million—— 

Mr. Muuuiean. Here is how we arrive at the rough figure: The 
claims have not all come in. We know that we have been paying 
out approximately $5.5 million per month. This is the 25th of April 
and we are yet to make payments against claims for April operations. 
Between now and June 30 we would normally have April claims, May 
claims, and a part of June claims. 

Mr. THomas. That April 21 figure does not include all of April? 

Mr. Muuuiean. Oh, no; it does not by any means. In fact, it 
includes very little of April. 

Mr. Tuomas. If you keep on talking you are going to justify your 
$16 million. 

Mr. Mutuiean. The fact of the matter is, Mr. Chairman, I feel 
confident that, were we to pay claims from all subsidy carriers as they 
are received and without making any differentiation between the 
classes of carriers, that we would require between now and the end of 
June 30, approximately $15 million rather than the $10,557,000. 


PROCEDURE FOR PAYMENT OF CLAIMS 


Mr. THomas. What is the process used in the paymentof claims? 

Mr. Muuuican. The claims are filed with the Board, which takes 
the claim——- 

Mr. Tuomas. Who do they go to when they are filed? 

Mr. Mutuiean. They go to my office. 

Mr. Tuomas. What is your office; what is its function? 

Mr. Muuuiean. I am the Secretary of the Board. In addition to 
that, I have in my charge the internal accounting functions of the 
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Board; the budget and fiscal functions; and other administratiye 
services. 

Mr. THomas. What do you mean by the internal accounting? 

Mr. Muuuican. The accounting for all S. and E. items. 

Mr. THomas. Housekeeping? 

Mr. Mutuiean. Yes. 

mee Tuomas. What do you do with them after they are filed with 
you? 

Mr. Mottuiean. In the first place, the mail pay claims are broken 
down between service pay and subsidy, in keeping with the—— 

Mr. Tuomas. Broken down on what basis? 

Mr. Muuuiean. On the basis of the existing rates. 

Mr. Tuomas. Whether temporary or final? 

Mr. Muturean. Temporary or final. We then proceed forthwith 
to make a partial payment on the subsidy claim, ranging from 90 to 
98 percent, thereby continuing the practice that the Post Office De- 
partment has followed over 15 years. 

Mr. Tuomas. You do not need $16 million if you are going to pay 
90 or 98 percent. 

Mr. Muuuiean. The figures are based on partial payments in those 
amounts, 

Then we make an office audit of the claim and hold it in abeyance 
until such time as we receive from the Post Office Department a 
certification of what it has found due as service pay. 

Mr. Tuomas. Do you pay their bill too? 

Mr. Moutuiean. No, we do not. We then determine what we call 
the residual. 

Mr. Tuomas. Two percent? 

Mr. Motuican. I might be 2 or 4 or 10 percent. 

Mr. THomas. Your total subsidy payments do not exceed $5.5 
million per month? 

Mr. Muuuiean. They have gone as high as $7 million per month. 
The figure I gave you earlier of $1,436,610 representing the unpaid 
amount of carrier claims is entirely this residual, the difference between 
the partial payment and the estimates final payment awaiting certifica- 
tion from the Post Office Department. 

Mr. Tuomas. That is not your part of the bill? 

Mr. Mouuuiean. No. The $1,436,610 is. 

Mr. THomas. What is the total residual pay? 

Mr. Mutuican. $1,436,610 as of April 21. 

Mr. TxHomas. What is your part? 

Mr. Mou.uiean. That is our part. That is the difference between 
the amount we have paid the carrier and the 2 or 5 or 10 percent we 
will pay when we get Post Office certification. 

Mr. Tuomas. In other words, he does not wait very long for 
payment? 

r. Muturean. The partial payment he receives promptly. 

Mr. Tuomas. Does he receive it on a monthly basis or 15 days? 

Mr. Mutuiean. Every 30 days. 

Mr. Tuomas. After you give it a cursory examination—and | 
imagine you give it no more than that—where does it go? 

- ULLIGAN. We give it a cursory examination in the first 
instance to make the partial payment. 
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Mr. Tuomas. You mean the 98 percent payment is made on your 
routine audit? 

Mr. Mutuiean. It is made on an examination of the figures sub- 
mitted, a comparison of those figures with the previous month’s. 

\ir. Toomas. You mean you pay out 98 _— nt of his claim with- 
out going to the Audits Division? 

Mr. Muuuican. Oh, yes. 

Mr. Toomas. Let us correct that. Are you an auditor? 

Mr. MutuieGan. No, sir. 

Mr. THomas. How many auditors do you have? 

Mr. Muuuican. I employ no auditors. 

Mr. Tomas. And yet you pay out 98 percent of the claims? 

Mr. MuLuican. In some cases, and 90 percent in others. 

Mr. Tuomas. Just a minute. I want that to soak in on the chair- 
man over there, Mr. Rizley. You are not an auditor, you have no 
auditors, and yet you pay out from 90 to 98 percent of the claims 
just on their certificate. Let us abandon the Audits Division; you 
do not need it. 

Mr. Mutuiean. The audit group does a great deal more, Mr. 
Chairman. 

Mr. Tuomas. After the horse is out of the barn. 

Mr. Mutuican. No, sir; the horse is not out of the barn. We 
recovered $3.7 million from Pan American due simply to a change in 
the level of rates prescribed by the Board. 

Mr. THomas. You know it is easier to pay it out than to get it back, 
is it not? 

Mr. Mutuican. That has not been our experience so far. We have 
gotten it back. 

Mr. Tuomas. Let us reverse the procedure and do the auditing 
and then pay, then we will not have to worry about getting it back. 
That is a serious defect, Mr. Chairman. 

After they leave your office, where there are no auditors and you 
pay from 90 to 98 percent of the bill, where do they go next? 

Mr. Muturean. The next step is the Post Office certifying as to 
the service pay. We make very elaborate checks to see that the 
claims are correct. 

Mr. Tuomas. For the service pay? 

Mr. Mutuiean. No, for the subsidy. 

Mr. Tuomas. Who does the auditing for the service pay? 

Mr. Mutuican. The Post Office Department. 

Mr. Tuomas. Tell us when and where that very careful audit is 
made for the subsidy. You pay out 90 to 98 percent of the money 
without making any audit. Who makes the audit and when is 
it made? 

Mr. Muuuican. The audit is made by the Audits Division as a 
part of their overall audit of the carriers. 

Mr. THomas. Two years later? 

Mr. Mutuican. Yes, possibly. 

Mr. Tuomas. Is there any private business in the United States 
conducted like that? 

Mr. Mutuican. The method we are using is that prescribed by the 
Transportation Act of 1940 and decisions of the Comptroller General 
and is what the Post Office Department did for 15 years and is doing 
today on their service-pay claims. 
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Mr. Tuomas. Does that make it right? Does that make it busi- 
nesslike?’ 

Mr. Mutuiean. I think there is confusion as to the term “audit,” 
The Board, having established a mail-rate order, spells out what the 
rate is based upon, including a formula involving miles flown and 
other considerations. A payment does not require an “‘audit.”’ 

Mr. Tomas. You are making a postaudit after the money is paid, 

Mr. Mutuican. That is correct. 

Mr. Tuomas. And you do not know when you pay out that money 
whether it is 5 or 10 or 15 percent in error. You are depending on 
catching it 2 years later on a postaudit. That is the way the General 
Accounting Office conducts its business and there might be a good 
reason for that, but there certainly is no good reason for your paying 
_ the taxpayers’ money in that way and then auditing it 2 years 
ater. 

Mr. FirzGeraup. May I make a statement? 

Mr. Tuomas. Yes. 

Mr. FirzGeraup. The basic audit goes to the establishment of the 
level of cost, and so on, for a mail-rate case. In that mail-rate case we 
then consider and determine the level of allowable costs. We also 
determine the miles which we should recognize, and so forth. Then 
we come out with a formula determined on that basis and translated 
into miles flown and tons carried. 

At the end of the month the carrier submits a report which sets out 
how many tons of mail have been carried and how many miles have 
been flown. Mr. Mulligan then makes payments on that basis. 

The initial payment is merely based on experience. We know from 
experience the error will in certain cases not exceed 2 percent; or we 
may think in other cases, to be on the safe side, it should be 10 percent. 

Mr. Tuomas. To be perfectly frank with you, you are not adding 
anything to it. What you are saying is reiterating what he has said, 
that you pay out the money based upon experience, and that is what 
we are objecting to, the laxity of handling these funds. Two years 
after the funds are paid out you get around to making an audit. 

Mr. Chairman, I do not know of a private industry in this country 
that does business like that. 

Mr. Horan. Mr. Chairman, why the 2-year wait? 

Mr. Tuomas. I think they might as well wait 5 years. They have 
already paid the money out. Of course, they have this certificate | 
suppose they could revoke. 

Mr. SHeuiey. May I ask a question to clarify my mind? 

Mr. Tuomas. Yes. 

Mr. SHELLEY. The money is paid out every 30 days? 

Mr. Mutuiean. Yes. 

Mr. SHeuuey. Say in the month of January there was so much 
money due the company on their subsidy payments. 

Mr. Muuuican. Yes. 

Mr. SHELLEY. That is paid by the 1st of March or within 30 days? 

Mr. Mutuiean. Yes. 

Mr. SHe.iey. Therefore, if there is an error in their claim, in the 
figures they have submitted and made claim on, you only have 4 
chance to offset or recapture on the next 30-day period? 

Mr. Moutuiean. Or even later on. 

Mr. SHewuey. Or later on? 
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Mr. MuLLIGAN. Yes. 

Mr. SHELLEY. This is the point that the chairman of the com- 
mittee is concerned about. You are paying on a monthly basis and 
vet you do not get to a postaudit to check and verify the figures of 
their claim until “maybe a couple years later. 

Let us assume for the moment you may find a series of errors. You 
have no appreciably equal fund which you can withhold on an offset 
or recapture basis; do you? 

Mr. Mutuiean. Oh, yes. 

Mr. SHELLEY. W here? 

Mr. Mutuiean. Well, I hate to go back to the same old example, 
but in the case of Pan American we spread the $3.7 million over 
approxims ee 4 months of claims. 

The point that I think is not clear to the committee is the distine- 
tion between the Board’s action in fixing a rate and promulgating a 
legal rate order which is determinative of the amount to be paid 
and the procedure for making payments thereunder. 

Mr. Tuomas. That is not it at all. A thousand and one items go 
to make up their account. You get to it 3 or 4 years later and it is 
cold and it is very easy at that time to rubberstamp it. 

Mr. CLEVENGER. Mr. Chairman, I think perhaps I was about as 
close to this problem as anybody during the time I was chairman of 
the committee. I can understand your apprehension, but it is not 
as frightening as it was a couple years ago when we first took a look 
at it, because the whole attitude of the Board is different now. When 
this thing first came to us we had almost a total lack of concern on 
the part of the Board in this matter of subsidy. It was almost like 
giving them a dose of calomel, but we withheld a lot of money to make 
them look into this. 

What concerns me is the statement of the reversion of the money 
to the Post Office Department. I think it should go to the Treasury. 

Mr. Muuuiean. It does. 

Mr. CLevENGER. If you would assure me it does, I would feel 
better. 

Mr. Mutuiean. I can assure you it does. The appropriations to 
the Post Office Department are on an obligational basis. 

Mr. Tuomas. On an annual basis? 

Mr. Mutiiean. On an annual basis, and the reversions go to the 
United States Treasury. 

Mr. CLevencEr. That was an amazing thing when it first came 
before the committee. You were not secretary then; were you? 

Mr. Tuomas. Mr. Chairman, let me ask you this question. Is not 
the Post Office Department’s job on service pay comparatively simple, 
compared to subsidy. The service pay is based on ton-miles and a 
rate, and I do not suppose there could be too much difference of 
opinion. But when it comes to subsidy, there would be a thousand 
and one items of expense that go to make up the subsidy in the final 
analysis. 

Mr. Cirvencer. They might make money in one division and 
losein another. The court decision had been made before we withheld 
alotoffunds. I do not have the exact figure, but I think it was some- 
thing like $86 million involved at that time. Do you remember that? 

Mr. MuLuican. Yes, sir. 
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Mr. CLEvENGER. Being a small-business man, I was for the with. 
holding of a part of that. I think we gave you 8 months’ operation. 
A saving has resulted from that action, although I will admit it was g 
rigorous way of doing it. 

I think your approach today is different from what it was then, 
The Board at that time did not seem at all concerned about $8 
million. The Maritime Commission situation is more alarming than 
this. I tried as far as could to protect the taxpayers’ interest in it, 
and I can see where it has resulted in a saving, because there is , 
difference between $65 million and $86 million. 

Mr. Tuomas. The mail has been increasing, too. 

Mr. CLeveNGER. Well, the approach is different. I agree with 
you it was a shocking thing. I do not know whether I have made 
any sense or not, but I was the fellow who really pulled the string on 
the appropriation of this money. 

Mr. THomas. Congratulations. All of you deserve a lot of credit. 
I cannot claim any credit for it. 


FACTORS INCLUDED IN SUBSIDY RATES 


Mr. SHELLEY. What are the factors that go into setting up the 
subsidy rate? There must be several cost factors that enter into 
arriving at a subsidy rate. 

Mr. Mutuiean. That is correct. Mr. Roth can embellish on what 
I say, but in general the Board scrutinizes all sources of revenue; 
scrutinizes all expenses; scrutinizes the investment. It then fixes a 
rate, where there is a subsidy, to cover the difference between ‘the 
expenses and revenues and to provide the carrier with a rate of retum 
on the investment. 

The audit work that is of primary importance in reference to 
subsidy is the audit work that is performed in connection with the 
rate case or otherwise contributes to fixing the level of the rate. 
That is the whole thrust of the audit, in terms of subsidy, and that 
is why it should be current and why we seek to make it more current. 
The payments, once the level of the subsidy has been arrived at and 
the Board’s order prescribes it, is a matter of processing the payments 
month by month—and when I say month by month, it is a fact that 
many of these carriers, satidaladie the small carriers, count on that 
monthly check. It is critical to them. Sometimes they need it to 
meet the payroll. 

Mr. THomas. You touch me deeply, Mr. Secretary. 

Mr. Muuuiean. Well, I am the one that they come to, to talk 
about the payrolls. 

Mr. Tuomas. Any questions, Mr. Bow? 


INCREASE IN MAIL SERVICE PAYMENTS 


Mr. Bow. First I would like to go to the question of the mail 
service payments, which are part of the Government’s payments (0 
airlines. There has been some comment made about the fact they 
are increasing. Am I correct in the assumption that as the mall 
payee increase, subsidies will decrease? 

Mr. Roru. Yes. The way the rate formulas for the subsidized 
carriers are set up, there is an automatic decrease provided as the 
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service mail payments go up. There is no such thing as a separate 
subsidy formula. Rather, section 406 of the Civil Aeronautics Act 
dircts the Board to establish a rate of mail compensation that meets 
the carrier’s need, including subsidy. The rate formula has, therefore, 
in one formula the subsidy and service pay combined. 

Mr. Bow. When you have an increase in the mail service rate, do 
we also have an increase in service that pays in profit to the Govern- 
ment? 

Mr. Roru. That is my understanding; yes, sir. 

Mr. Bow. In other words, the mail service rate paid to the airlines 
is not a cost that is not recovered by the Post Office Department? 

Mr. Rorn. It is my understanding that the Post Office Depart- 
ment has recently been making a profit out of the airmail service. 

Mr. Bow. Am I correct in the statement that in the last fiscal year 
they made something over $10 million? 

Mr. Roru. I saw some such figure in one of the trade papers. I 
have not studied it personally. 

Mr. Bow. Have you had such a report from the Post Office 
Department? 

Mr. Roru. I understand that is what their own report shows. 

Mr. Bow. I think it would be interesting for the record if you could 
supply that figure for the record. 

Mr. Muuuiean. I have the figures here. 

Mr. Bow. You have them? 

Mr. Muturean. Yes. 

Mr. Bow. Could you give them to us? 

Mr. MuuuiGcAan. Yes. The most recent year I have is fiscal 1954 
where the profit on domestic mail was $9,542,000, and on foreign mail 
$12,769,000, or a total of $22,311,000. 


TAXES PAID BY AIRLINES 


Mr. Bow. Thank you. Could you also supply for the record the 
amount of both Federal and State taxes paid by the airlines during 
that same comparable period? 

Mr. Mutuiaan. Yes, sir. 

Mr. Rorn. I am not sure we have complete information about 
certain types of taxes such as the present transportation tax on 
passenger tickets. 

Mr. Muuuiaan. I thought the inquiry was as to income taxes. 

Mr. Bow. Yes. 

Mr. Roru. Just income taxes? 


Mr. Bow. Yes. 
(The information requested is as follows:) 


Certificated air carrier industry income taxes, calendar year 1953 


zone wary ee y we San $58, 738, 390 
693, 483 


59, 431, 873 


RESTRICTION OF SUPPLEMENTAL FUNDS TO PAYMENTS TO LOCAL SERVICE 
CARRIERS 


Mr. Bow. Under the supplemental bill, considering the limitations 
on the first page of Chairman Rizley’s statement, what operations 
could you pay a subsidy to? 

61922—55 25 
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Mr. Mutuiean. That raises a serious question, Mr. Bow. I think 
primarily it is a matter of understanding the intent of this committe 
and of the Congress. 

In the report of this committee on the bill itself there appeared the 
statement that the committee believed that the amount allowed 
would. be sufficient to make payments during the remainder of the 
fiscal year to domestic lines and international carriers not affected 
by the Supreme Court offset decision. 

In the conference report, the statement on the part of the managers 
for the House read as follows: 

This appropriation (which would be the $8.9 million) is to cover payments to the 
local service carriers. 

Finally, in the floor debate in the Senate there was a discussion 
between Senator Monroney and Senator Hayden in which it was 
brought out that it was the understanding the amount would be 
oe to pay those carriers operating wholly within the United 

tates. 

Each of these three expressions is different. If it were the intent 
of Congress that we pay—pending the receipt of a further appropria- 
tion—only the local service carriers, the $8.9 million plus the cash on 
hand would be more than sufficient to cover such carriers until June 
30. 

The question arises next in terms of the statement in the House 
committee’s report on the bill. If it were the intent to exclude from 
further payments only those carriers who are affected by the offset 
decision, it would give us a different result. 

Finally, under the Senate view, there would be added, in addition 
to the purely local service carriers, the helicopter operators and 
domestic trunklines operating in the United States, but under that 
interpretation there would be excluded the Intra-Alaskan carriers, 
the States-Alaska carriers, and the Hawaiian carriers. 

Actually, I could tell you what the money would cover in terms of 
any one of these situations, but we are not clear as to just what was 
intended. 

Mr. Bow. From the strict interpretation of the language you would 
have sufficient money in the $8 million that was appropriated? 

Mr. Mutuiaean. For the local service carriers, yes, we would. 


SUBSIDIARIES OR AFFILIATES OF THE PAN AMERICAN AIRWAYS 


Mr. Bow. During the recent hearings on the second supplemental 
appropriations bill for 1955, in connection with the request of the 
CAB for supplemental funds, I was left somewhat confused by ref- 
erences to subsidiaries or affiliates of Pan American World Airways 
system. On other occasions too there have been disturbing allusions 
made to these companies. In view of the confusion created in my 
mind by these remarks, some of which implied that subsidy money 
might be transferred to these subsidiaries without the Board’s know! 
edge, I propose to ask a series of questions on this subject. These 
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questions are intended to determine who these companies are, what 
financial interest Pan American has in them, what the relationship 
between Pan American and these subsidiaries is as far as services 
performed are concerned, and how the CAB audits transactions 
involving these companies. “1324, 

Can you supply for the record a list of all the companies in which 
Pan American has a financial interest? 

Mr. Mu.uuiean. The attached table lists the various companies in 
which Pan American has stock ownership and also shows other in- 
vestments of Pan American, including investments in club member- 
ships. As regards those companies in which Pan American owns 
stock, the table also shows the percent of stock owned, the stock 
investment, and the investment in receivables from, and advances to, 
those companies. 

The data have been taken directly from the form 41 report for the 
year ended December 31, 1954, filed by Pan American with the Board. 
’ Mr. Bow. Let us take first the foreign-flag airlines in which Pan 
American has a financial interest. Can you tell us some of the reasons 
for an American-flag airline having these investments in foreign 
airlines? 

Mr. Mutuiean. According to representations of Pan American, 
when it first sought to establish air services to foreign countries more 
than 25 years ago, it met various obstacles presented by governments 
of those countries. In order to overcome these obstacles, Pan Ameri- 
can apparently deemed it desirable to operate through local subsid- 
iaries. Gradually, Pan American did obtain permission to operate 
in its own name, but was not permitted to operate ground facilities. 
As a result, it believed it necessary to continue to use the services 
of local companies for that purpose. 

Mr. Bow. Has this situation changed in recent years? 

Mr. Muuuiean. Yes. The local companies have expanded their 
own operations and more local capital has gone into them. Pan 
American has been reducing the extent of its interest in most of the 
local companies. 

As of today, Pan American does not own more than 48 percent of 
the stock of any of the 10 foreign flag airline companies in which it 
has an interest, and in many instances owns much smaller amounts, 
as shown in the table supplied for the record. 

Mr. Bow. What, then, is the present relationship between Pan 
American and these affiliates? 

Mr. Muuuiean. Pan American now has a minority stock interest 
in 10 companies formed under the laws of foreign countries and which 
conduct airline operations. They are: 


Percent of stock owned at Dec. 31, 195: 


Aeronaves de Mexico, S. A 

haven Pee Ge. anrenn, B.A... ... ..<ccanvniichincessduntitinwsan 38 
5, ons acatin minnie alae eden eee ae nites >, oe 
Compania Dominicana de Aviacion, C, por A____________.-_-_-_-_-_-_-- 40 
Companies Manisina de Aviacion, 8.'A... .. 2. - 52.4222 2k 2k tek 42 
Compania Panamena de Aviacion, S. A_-__------.---------------------- 33 
LAGARDE Biotin nnceinantdi<onpimchin an’ 36 
i rr Ae ... .. a pcneekntpkningnes ness abies 20 
Panair do Brasil, S. A 

corvinte eee ee pacmbered, Go) Ai. os. ILS ebb adedandlbodusccs 


' Pan American also has an investment of $72 in stock of Expreso Aereo Interamericano, 8. A. 
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The foreign airlines concerned act as general sales agents for Pan 
American in their respective countries, and in most cases, also render 
other services, such as supplying ground facilities. In addition, they 
develop connecting traffic for American flag operations. Pan Amer. 
ican, in turn, acts as general sales agent for these companies outside 
their own countries, and furnishes them with various services such ag 
purchasing and shipping services and technical advice and assistance. 

Mr. Bow. What kind of financial transactions take place between 
these companies and Pan American? 

Mr. Mu.uican. Payments are made by Pan American to the other 
companies for services rendered, or to Pan American by the other 
companies, as the case may be. 

Mr. Bow. Can you give us some examples? 

Mr. Mutiican. Pan American receives commissions for purchasing 
and shipping services and sale of tickets on behalf of these companies, 
Pan American also receives payment from these companies for joint 
use of facilities, purchase of surplus equipment, etc. At the same 
time, of course, Pan American has made payments to these companies 
for services performed for it. 

Mr. Bow. Pan American has also made payments to its affiliates 
for services rendered, I assume. Can you give us some examples of 
that type of transaction? 

Mr. Mutuican. Payments are made by Pan American to its affili- 
ates for ticket sales made for the account of Pan American and for 
servicing of Pan American’s operations in the various countries of 
Latin America. 

Mr. Bow. Does the Board audit the books of the foreign-flag 
companies? 

Mr. Mu turcan. The Board does not have access to the books of 
foreign corporations. However, it does audit the books of the parent 
company, Pan American. In doing so, transactions between Pan 
American and these companies are scrutinized by the Board insofar 
as information with respect thereto is ascertainable from Pan Ameri- 
can’s own books and records. 

It should also be noted that the Board has an established policy of 
disallowing costs in various expense categories where it appears that 
the claimed costs are out of line with those of comparable carriers. 
This policy is an assurance that the Government will not underwrite 
with subsidy any excess charges which might be involved in trans- 
actions between Pan American and the affiliated companies. 

Mr. Bow. Providing for additional auditors for the CAB would not 
make it possible for you to audit these other companies? 

Mr. Muutican. No. The Board is without power to audit the 
books of foreign companies operating outside the United States. 
However, it would make it possible for us to increase the frequency of 
our present audits, including those of transactions between Pan 
American and its affiliates. 

Mr. Bow. Has Pan American’s investments in these foreign affiliates 
been of value to the United States in other ways? In other words, 
has it been in the public interest? 

Mr. Mutuican. The foreign investments of Pan American have 
been of benefit to the United States in several other ways. Before 
Pearl Harbor, the Italian airline, L. A. T. L., and the two German 
airlines, Condor and Lufthansa, conducted operations in various parts 
of South America. For obvious reasons it became urgent from the 
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standpoint of the national interest of the United States that such 
Axis-dominated airlines be eliminated from the Western Hemisphere. 
It was necessary, however, for this Government to give assurance to 
the South American governments that adequate replacement services 
by United States airlines would be made available. Both Pan 
American and its 50 percent subsidiary, Panagra, played an important 
role for the United States Government in the elimination of the Axis 
foothold in the South American air transport picture through the 
replacement of the Axis operations with necessary services under the 
American flag. 

An additional benefit to the United States may also be found in the 
recent transatlantic mail rate decision of the Board in which Pan 
American’s subsidy was reduced by over a million dollars through the 
Board’s consideration of dividends and interest received by Pan 
American from profitable subsidiaries. 

Mr. Bow. In other ways? 

Mr. Muuuiean. To the extent that Pan American’s air services to 
foreign countries may have been made possible by these investments, 
they have promoted the leadership of the United States in the develop- 
ment of international air transportation. 

Mr. Bow. Can you give us some information concerning the invest- 
ments of Pan American in the foreign corporations which perform 
communications and ground handling services for Pan American? 

Mr. Mutuiegan. Yes. Those companies performing ground han- 
dling and communications services for Pan American are: Aeropuertos 
Unidos, S. A.; Aeronautical Radio of Siam; International Aeradio 
(Caribbean) Ltd.; International Aeradio Ltd. (London); Radio 
Aeronautica de Cuba, S. A. 

Ihave here a schedule of Pan American investments as of December 
31, which I offer for the record. 

(The schedule is as follows:) 


Pan American World Airways, Inc., investments as at Dec. 31, 1954 


Investment in subsidiaries and associated 
companies 


Percent of 
stock Stock Other ! Total 
owned 


MAJORITY INTERESTS 


Aeropuertos Unidos, S. A_.._..__-- $1, 000 | $50, 000 | $51, 000 
Compania de Aviacion Pan American Argentina t | 13, 000 | 272, 000 285, 000 
Grandes Hoteis, S. A___.-____- 237, 000 371, 000 608, 000 
Del Sud Inversora, SRL______- eh . > ite 498, 000 498, 000 
Intercontinental Hotels Corp- - - es 1,000,000 | 3,539,000 | 4,539, 000 
Middle East Real State Co-_____- ae f 157,000 |__-- 157, 000 
Pan American Airports Corp. -- oe ; 1, 000 <del 1,000 
Pan American-Grace Airways, Inc - f 500, 000 500, 000 
Sociedade Aeroportos Pan American de Macau, Ltda_- 13, 000 13, 000 
~eeamoche Luchthaven Exploitate Maatschappij, 


Uraba, Medellin & Central Airways, Inc. : 1 """158 000 | 228,000 | 
Total majority interests._........-- a : 2, 578,000 | 4, 460, 000 7, 038, 000 


MINORITY INTERESTS 
Acerias Pas del Rio, S. A.......-......-- : 35,000 | .02<25> | 11,000 
Aeronautical Radio, Inc____-- fos : 64, 000 107, 000 | 171, 000 
Aeronautical Radio of Siam, Ltd_.__- 7 10, 000 7,000 | 17, 000 
Aeronaves de Mexico, S. A__..._.._____-- ; 211, 000 463, 000 674, 000 
Aeropuerto de Bogota, Ltda______- . . 253, 000 |.--------- 258, 000 


See footnotes at end of table, p. 388. 
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Pan American World Airways, Inc., investments as at Dec. 31, 1954—Continued 


— 


Investment in subsidiaries and associated 
companies 


———. 


Percent of 
stock Stock Other! Total 
owned 


MINORITY INTERESTS—Ccontinued 


Aerovias Nacionales de Colombia, 8. A 

Aerovias Venezolanas, S. A 

Airlines Clearing House, Inc 

Airlines Terminal Corp 

Bermuda Development Co., Ltd 

Central Air Terminal, Inc 

Compania Dominicana de Aviacion, C. por A 
Compania Mexicana de Aviacion, 8S. A__.........-.---- | 
Compania Panamena de Aviacion, 8. A | 
East Side Airlines Terminal Corp 

Expreso Aereo Interamericano, 8. A.-.._---- 
Fairbanks Community Hotel, Inc 

International Aeradio Ltd. (London) 

International Aeradio (Caribbean) Ltd 

Kokussi Hotel Kogye Kabushiki Kaisha 

Lineas Aereas Costariccenses, 8: A 

Lineas Aereas de Nicaragua, S. A 

Liberian Development Corp 

Middle East Airlines__---_- a Oe lidar Atelintat Sour ea 
Panair do Brasil, 8. A 

Radio Aeronautica de Cuba 

Servicio Aereo de Honduros, 8. A 


— — _ 
a, aw 


50, 0M 
65, 000 
196, 000 
58, 000 64, 000 
80, 000 80, 000 





SRSSSSSRE, 


Social Immobiliaria Norteamericana, S. A ‘ 2, 000 


| 


Twbel, mabionity Guten. 52005 . Sess is cs. | Sscdhsbdechass | 5,642,797 6, 307, 797 








8,220,797 | 5,125,000 | 13, 345,79 


Brazilian war bonds 

Israel Government compulsory loan..............................--.-.- j 

Territorial bonds, Colombia 

Aircraft Service Corp 

H. L. Bolton & Co., South America 7 : 

Compania Cubana de Aviacion, South America J aes 317, 000 


379, 48 


INVESTMENTS IN CLUB MEMBERSHIPS ? 





| Number | Costor 
| of shares | book value 


American Club, Caracas ; ‘ $104 
Berwind Country Club F a 300 
I aii ah aie aime aoe ene p pein aba aied 2,000 
International Club, Rio , % 
International Country Club, Brazil 

La Gorce Country Club 

Maracaibo Country Club - . - : 

Nejapa Country Club-_--_-. Sa dais ced ie caghe ee ee EER ar SB eae Sn ete 

Rio de Janeiro Country Club 

Riviera Country Club of Coral Gables . 

ee nt caw egatacocasansenencuouncageeen : 

Santo Domingo Country Club 

Sao Paulo Country Club 

Sociedad Anonima, the Lima Golf Club 


1 Includes accounts receivable in account 1250. 

2 Investments in country clubs represent individual memberships for Pan American representatives 
various countries served by the carrier. In accordance with established Board policy, memberships ant 
dues for country clubs are excluded from investment and expenses for ratemaking purposes. 


Source: Form 41 report. 
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Mr. Bow. I note that one of those companies is a wholly owned 
subsidiary. 

Mr. Mutuiean. Yes. Pan American owns 100 percent of the stock 
(cost of $1,000) of Aeropuertos Unidos, S. A. This company operates 
the Habana and Camaguey Airports in Cuba under a lease from 
Pan American, terminating May 15, 1957. 

Mr. Bow. Can you tell us about the other companies? 

Mr. Mutuiean. Yes. The other four companies, Aeronautical 
Radio of Siam, International Aeradio (Caribbean) Ltd., International 
Aeradio Ltd. (London), and Radio Aeronautica de Cuba, S. A., 
provide communications services. Pan American’s stock ownership 
ranges from 0.001 percent in the case of International Aeradio Ltd. 
(London) to 48 percent in the case of International Aeradio (Carib- 
bean) Ltd. 

Mr. Bow. You have told us about the foreign airlines in which Pan 
American has an interest, and other foreign corporations which per- 
form communications and ground services for Pan American. There 
appear to be 13 remaining companies in which PAA has a stock 
interest and which are incorporated under the laws of foreign countries. 
Can you tell us what they are? 

Mr. Muuuiean. Yes. They are: Compania de Aviacion Pan 
American Argentina, S. A., C. F. I.; Del Sud Inversora, SRL; Grandes 
Hoteis, S. A.; Sociedade Aeroportos Pan Americana de Macau, 
Ltda.; Surinaamsche Luchthaven Exploitatie Maatschappij, N. V.; 
Acerias Paz de Rio, S. A.; Aeropuerto de Bogota, Ltda.; Bermuda 
Development Co., Ltd.; Kokusai Hotel Kogyo Kabushiki Kaisha; 
Liberian Development Corp.; Middle East Airlines Co., S. A.; Middle 
Kast Real Estate Co., S. A.; Social Inmobiliaria Norteamericana, S. A. 

Mr. Bow. Can you give us some information about the purpose of 
these companies? 

Mr. Muturgan. Compania de Aviacion Pan American Argentina, 
5. A., acts as a sales agent of PAA and Panagra in Argentina and 
receives the usual agency fees for this service. 

Pan American owns 99.29 percent of the stock in Del Sud Inversora, 
SRL, purchased with blocked currency in Argentina. The company 


; was formed for the purpose of purchasing a property in Buenos Aires. 


Grandes Hoteis, 8S. A., operates a hotel at Belem, Brazil, and pro- 
vides flight kitchen service for Pan American. 

The Sociedade Aeroportos Pan Americana de Macau is a corpora- 
tion formed in 1936 by Pan American to operate the airport ground 
facilities in the Portuguese colony of Macao (Asia) which was a point 
served on its trans-Pacific route during the period when flying boats 
Were in operation. It appears that company is currently inactive. 

Surinaamsche Luchthaven Exploitatie Maatschappij, N. V., is a 
company formed to operate an airport in Dutch Guiana, but is pres- 
ently believed to be inactive. 

_Acerias Paz de Rio, S. A., formerly known as Empresa Siderurgica 
Nacional de Paz de Rio, is a Colombian Government-owned steel 
company. 

Aeropuerto de Bogoté, Ltda., is a company organized to provide 
facilities at Bogota, Colombia, for a proposed Pan American route to 
service the interior of Colombia. We have been advised that the com- 
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pany’s assets have been sold and the company is now in the proces 
of dissolution. 

Bermuda Development Co., Ltd., is a company in which PAA owns 
4.92 percent of the stock. The company is the owner of three Bermuda 
hotels, the St. George, the Bermudian, and the Castle Harbor. 

Kokusai Hotel Kogyo Kabushiki Kaishi. This corporation was 
formed to operate a proposed new hotel or hotels in Tokyo. However. 
due to its inability to raise the necessary funds to construct the hotel, 
the corporation is now dormant. 

Liberian Development Corp. According to PAA, this corporation, 
in which PAA owns 10 percent of the stock, was formed in 1949 and 
is the owner of 65 percent of the Liberia Co. The company maintains 
an office in Monrovia and acts as agent for Pan American. 

Middle East Airlines Co. PAA has made arrangements to sell its 
stock holdings in this company. 

Middle East Real Estate Co. is a company organized in connection 
with the operation of the Middle East Airlines Co., and it owns a 
building at Beirut. 

Social Immobiliaria Norteamericana, S. A., is a company in which 
PAA owns less than 1 percent of the outstanding stock, and which 
leases an airport from PAA in Argentina. 

Mr. Bow. That leaves 9 companies incorporated under the laws of 
a State of the United States and 1 incorporated under the laws of 
Alaska? 

Mr. Mouuuiean. Of these 10, 2 conduct airline operations. They 
are: Panagra, of which PAA owns 50 percent of the stock, the other 
half being owned by the W. R. Grace Co.; and the Uraba, Medellin & 
Central Airways, Inc., a wholly owned subsidiary of Pan American. 
This company provides the only American-flag service to central 
Colombia, through connections at Panama for Medellin, Colombia. 

Mr. Bow. None of the others conduct airline operations? 

Mr. Motuiean. That is correct. The following is a summary of 
these remaining 8 companies: 

Pan American Airports Corp. was originally formed to finance activ- 
ities of the airport-development program of PAA. This corporation is 
now inactive. 

Aeronautical Radio, Inc., PAA holds 14.39 percent of the outstand- 
ing stock, the remainder of which is held by other airlines. Pan 
American uses the services of ARINC, and is charged for communica- 
tions services received. 

Airlines Clearing House. Pan American owns 3.45 percent of the 
stock, the balance being owned by other airlines. The corporation per- 
forms clearinghouse services for the scheduled certificated airlines. 

Airlines Terminal Corp. It is a company organized by the scheduled 
airlines to operate airports, and consolidate certain operations at all- 
ports such as baggage handling, ticket counters, ete. PAA owns 3.45 
percent of the total stock of this company, owning 1 of the 29 shares 
outstanding, obtained at a cost of $101. The balance of the stock 1s 
owned by other airlines. The company actually operates only one 
airport, the Willow Run Airport at Detroit. 

Central Air Terminal, Inc. This is a company in which Pan Amer- 
ican owns 16.67 percent of the stock, the balance being owned by the 





Process 


A owns 
‘rmuda 


oN was 
wever, 
» hotel. 


ration, 
49 and 
In tains 


sell its 


ection 
WS a 


which 
which 


aws of 
uws of 


They 

other 
llin & 
rican, 
entral 
bia. 


ary of 


activ- 
L10n 18 


stand- 
Pan 


1nica- 


of the 
n per- 
1es. 

duled 
t air- 
3 3.45 
hares 
ck is 


y one 


| mer- 
y the 


390a 


other scheduled airlines. The company provides joint downtown 
terminal facilities for, the airlines in New York. 

East Side Airlines Terminal Corp. Pan American owns 15 percent 
of the outstanding stock of this company, W hich also provides down- 
town terminal facilities in New York City for the airlines. 

Fairbanks Community Hotel, Inc. PAA owns 15.92 percent of the 
stock in this company, which operates a hotel in Fairbanks, Alaska. 

The last company is Intercontinental Hotels Corp. 

Mr. Bow. I recall having heard a number of references made to the 
Intercontinental Hotels Corp. Can you tell us a little bit about this 
company, including what it is and why it was formed? 

Mr. Mutuiean. The Intercontinental Hotels Corp. is a company 
which, in most cases, enters into management contracts with owners 
of hotel properties and operates them for the owners. It owns one 
hotel, the Reforma in Mexico City. 

Mr. Bow. Why should Pan American want to manage a hotel be- 
longing to someone else? 

Mr. Mutuie@an. It is the Board’s understanding that PAA under- 
took the formation of this corporation in order to stimulate air traffic 
along PAA’s routes by assuring the traveling public of first-class hotel 
accommodations. 

Mr. Bow. Has this result been achieved? 

Mr. Muuuican. While it is difficult to measure the extent to which 
improved hotel accommodations have affected travel to Latin Americ: 
it is undoubtedly true that the manyfold increase in air travel in that 
area has been aided by well-managed hotels. 

Mr. Bow. This is a wholly ow med subsidiary. Can you tell me 
how much Pan American has invested in the company? 

Mr. Mutuiean. Yes. PAA’s stock investment consists of 50,000 
shares of common stock purchased at $500,000, and 50,000 shares of 
preferred stock purchased at $500,000 making a total stock invest- 
ment of $1 million. Pan American also has made advances to the 
corporation of approximately $3 million, on which PAA receives no 
interest. 

Mr. Bow. What hotels does this corporation operate or own? 

Mr. Mutuican. It operates hotels in the following cities: Caracas, 
Bogota, Baranquilla, Maracaibo, Montevideo, Santiago, and Belem, 
and owns the Reforma in Mexico City. 

Mr. Bow. You have not mentioned any country clubs about which 
I have some recollection. Are there other holdings than those listed 
above? 

Mr. Mutuiean. Pan American does not own any country clubs or 
have any substantial stock investments in them. As shown in the 
accompanying table, it does hold invididual memberships in the 
following clubs: Berwind Golf Club, Caracas Country Club, Interna- 
tional County Club, Golf Club of Lima, International Club in Rio, 
La Gorce Country Club, Nejapa Country Club, Rivera Country 
Club, Santo Domingo Country Club, Para Country Club. 

Under established Board policy, the cost of these memberships is 
not an allowable expense for the company as far as subsidy purposes 
£0. 

_ Mr. Bow. Is it usual for an air carrier to have a financial interest 
in an affiliate or subsidiary? 
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Mr. Muuuiean. Yes. Every airline, for instance, is affiliated with 
the Airlines Clearing House and Aeronautical Radio, Inc. Many 
of them are affiliated with Air Cargo, Inc. In general, international 
carriers find a greater need for this than do domestic carriers. 

Mr. Bow. Are the air carriers required to supply the CAB with 
information about their investments in affiliates and subsidiaries? 

Mr: Mutuiean. Yes. They are included in the CAB Form 4), 
which all carriers are required to file with the Board. 

Mr. Bow. From time to time, reference has been made to the 
fact that the Government, in some instances, provides money to air 
carriers, through subsidy payments, to pay their Federal income taxes, 
Can you tell us if this is so, and if it is, why such a practice is followed? 
Is this in accordance with accepted ratemaking principles? 

Mr. Mutuican. The mail compensation established by the Board 
for all certificated air carriers is included and taxable with all other 
income under the Internal Revenue Code. 

The subsidy for carriers demonstrating a need therefor—under 
honest, economical, and efficient management—is the sum of their 
operating losses (e. g., the excess of reasonably incurred expenses 
above commercial revenues, including service mail pay) plus a fair 
return on the used and useful investment. Such return is intended 
to cover the carrier’s capital costs. Since income taxes represent a 
portion of such costs, the mail rate includes proper allowance for such 
taxes. 

As regards self-sufficient carriers, the service mail pay is established 
in an amount necessary to provide a fair return on the investment 
devoted to the mail service, including the Federal income taxes related 
solely to such mail compensation—in other words, to the extent that 
the subsidy-free carrier has profit from its passenger operations, the 
Federal income tax thereon is not borne by the Government through 
mail pay. 

The Board’s current practice as regards income taxes was estab- 
lished following considerable litigation in the Western Air Lines Mail 
Rate case in 1951. In all cases decided since then, the Board has 
applied an income tax policy commonly referred to as ‘‘the actual 
tax’’ policy, which conforms to the tax policy followed by the pre- 
ponderance of Federal and State public utility regulatory commis- 
sions in this country. This includes cases such as the Transatlantic 
Mail Rate case, which involved rates for PAA and TWA from 1946 
forward. 

Under this policy, subsidized carriers are provided, so far as past 
ratemaking periods are concerned, with mail pay for taxes predicated 
essentially upon the official tax returns filed by each carrier with the 
Bureau of Internal Revenue. If the final mail rate is less than the 
temporary mail payment reported on the tax return, the allowable tax 
is reduced to reflect that factor. In addition the Board reflects the 
benefit of loss carry-forward credits for tax purposes in the computa- 
tion of the income tax element in the various mail rates. In summary, 
the allowances made by the Board for Federal income taxes are 
amounts estimated by the Board, upon the basis of the best available 
evidence to be equal to the actual tax liability of the carriers. 

As regards future ratemaking periods, the tax provided is deter- 
mined basically upon the estimated profit provided for in the Board’s 
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order in the same manner as tax allowances are determined by repre- 
sentative Federal and State public utility commissions. The tax 
paid by the carrier, as regards each successive future year, will not, of 
course, necessarily correspond in any given case with the amount pro- 
vided for by the Board. If the carrier improves its revenue and 
expense position above that forecast by the Board and thereby 
increases its taxable net income, then, of course, it will incur a tax 
liability in excess of the allowance for taxes in the Board’s order. On 
the other hand, if the carrier’s actual experience during the periods 
following finalization of its rates is worse than projected, the allowance 
for taxes in the order may exceed the income-tax liability of the carrier. 
There is no feasible ratemaking method of a public utility nature that 
will insure that a reasonably determined allowance for taxes for 
future periods will, in fact, coincide with the later incurred liability. 
The Board’s experience in this area is no different from that of other 
public wer regulatory commissions and the problems presented and 
policies applied by the Board in this field correspond to those of Fed- 
eral and State public utility commissions generally. 

Mr. Bow. There is one further subject I would like to ask you 
about, and that is the effect of the Supreme Court decision in the 
so-called offset case. 

Mr. Mutuiean. The effect of the Supreme Court decision in the 
offset case has been dealt with specitientiy in the previous testimony 
of the chairman as well as in the exhibits presented to the committee 


on behalf of the Board. 


PROCEDURE FOR DETERMINING MAIL RATES FOR SUBSIDIZED CARRIERS 


Mr. Bow. Also, will you place in the record a statement showing 
your procedure for determining mail rates for subsidized carriers? 

Mr. Mutuiaan. Yes; we will furnish that information. 

(The information follows:) 


SUMMARY OF DETERMINATION OF MalIL Rates FOR SUBSIDIZED CARRIERS 


Once a carrier has been certificated for carriage of mail, provision of mail pay, 
including subsidy in those situations where the carrier demonstrates a statutory 
need for subsidy, is made mandatory by the act for the duration of the carrier’s 
operations under its certificate. This mandate has been carried out through the 
establishment by the Board of two types of final rates—(1) those for so-called 
past periods, and (2) those for so-called future periods: 

(1) Whenever, pursuant to the act, the carrier or the Postmaster General 
by petition, or the Board by order, has opened a carrier’s mail rate, the 
Board has fixed the rate from the date of the petition or order and the period 
between that date and the date on which the Board has made effective a 
new rate has generally been referred to as the open rate period. A rate for 
such a period is also known as a past period rate. With respect to operations 
during an open rate period, the policy of the Board has been to establish on 
the basis of a review thereof, a subsidy rate sufficient to provide for any 
actual operating losses incurred under honest, economic, and efficient manage- 
ment as well as a fair return (after taxes) on the investment used and useful 
in the air carrier’s transportation services. The rate of return allowed for 
a past period has been set at no more than 7 percent. 

(2) The future rate period usually involves operations still to be per- 
formed. Accordingly, the rate for such a period is usually derived from 
estimates, based on past experience. 

Once a carrier’s future rate is established, it is considered to be operating pur- 
suant to a final or closed rate. Accordingly, until its rate is reopened by further 
petition or order, a carrier for which a future rate has been set must, under the 
applicable law, bear the risk of losses under the rate but at the same time has the 
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benefit of bettered earnings resulting from improved operations. The Board has 
customarily provided domestic carriers reasonable opportunity to earn a returp 
of 8 percent on investment in such a future rate period, and international carriers, 
because of the greater risks involved, 10 percent on the recognizable investment. 
However, in the recent transatlantic mail rate decision, the earnings element has 
been reduced to 9 percent for United States international carriers as a group, 
Neither the act nor the Board guarantees that each carrier will earn a profit at the 
level allowed, but the rates are established so as to provide reasonable opportunity 
to do so under conditions of honest, economical, and efficient management. Thus, 
as construed by the Supreme Court, the statute embodies a public utility rate 
regulatory pattern. 

The total of the subsidy in any given case depends upon the volume of service 
and extent to which the revenues of the carrier from all commercial sources 
(including the service mail payment from the Postmaster General) fail to meet 
its prudently incurred costs. In establishing mail rates since 1938 the Board has 
developed ratemaking principles of general applicability to implement the man- 
date of section 406 (b) of the act that only those losses which are incurred under 
honest, economical, and efficient management shall be underwritten with subsidy, 
Therefore, the basie determinations in mail rate cases involve (1) reasonableness 
of capacity operated, (2) reasonableness of costs, (3) the proper investment base 
to be recognized for rate purposes and the related fair return, and (4) the amount 
of revenue to be recognized for rate purposes. 

While the Board has no power to limit the number of schedules operated by a 
certificated air carrier, it can and does refuse to provide subsidy for schedules 
instituted by management which, from a business standpoint, do not appear to 
carry any hope of being profitable or are otherwise not justified. The Board has, 
in many instances, decreased the subsidy which would otherwise be required by 
refusing to underwrite nonproductive operations over various segments of a 
earrier’s routes. 

The audit program of the Board represents one of the basic aids to the Board 
in determining the extent to which costs incurred by the carriers shall not be 
recognized for mail-rate purposes. The audit program is geared carefully to 
the processing of mail rates, particularly those for subsized carriers, so that ordi- 
narily the mail-rate case is handled with the benefit of a recent audit of the 
carrier's books and records. The audit serves not only to verify the accuracy of 
the carrier’s system of recordkeeping, but also develops areas of potential dis- 
allowance in the mail-rate proceeding. As an example, in the recent transatlantic 
mail rate case, the Board’s staff place in issue for disallowance approximately 
$2,700,000 of expense as the result of information received from the Board’s 
audit staff. The same relative assistance in developing areas of disallowance 
has been obtained from audit reports in many other mail-rate proceedings. Thus, 
the audit function has been of very real value in reducing the subsidy otherwise 
pavable by the Government. 

In addition to the utilization of the results of audits, an important technique 
employed in determining the reasonableness of costs in mail-rate cases is the 
comparison of the expenses of any given carrier with those of like carriers. Where 
one carrier’s costs exceed those of comparable carriers, the excess will not be 
recognized by the Board unless there may be circumstances which clearly justify 
doing so. The transatlantic mail rate case decision, in which Pan American 
was held to the level of the yardstick carrier—TWA—illustrates the application 
of this comparative technique in administering the subsidy provision of the act. 
Apart from costs not allowed as the result of application of the comparative techni- 
que, various other expenses are not allowed based upon differing considerations. 
For examonle, it is the firm rule of the Board that expenses in the nature of charita- 
ble contributions, costs of entertainment, or excessive salaries will not be under- 
written with subsidy. 

In determining the recognizable amount of revenues, all sources thereof are 
scrutinized. In the case of profits earned by carriers for services performed in 
military airlift operations, for example, the amount of such profit has been ac- 
counted for in determining the subsidy required by such carriers and the subsidy 
correspondingly decreased. Net revenues from other types of transactions, such 
as charters and sales of aircraft and equipment, are similarly deducted in determin- 
ing a carrier’s subsidy requirement. The expansion of this other revenue concept 
to cover income from affiliates or subsidiaries of air carriers has been effected in 
the recent transatlantic mail rate decision. 

The procedures of the Board provide for a continuous review, on as extensive & 


basis as its resources will permit, of the overall situation with respect to the sub- 
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sidized carriers, Their operations are reviewed to determine whether particular 
services have become so costly as to require elimination completely or whether 
the carrier’s route structure should be modified in such manner as to decrease its 
dependence upon the Government for subsidy. Moreover, the level of commercial 
rates for the transportation of passengers and property is carefully watched. 

It is also the Board’s policy to maintain a continuing review of the financial re- 
sults of each carrier operating under a final mail rate, sO as to permit reduction of 
the rate itself where a decreasing subsidy requirement is indicated. 

Under the provisions of the act, the o erall mail rate is fixed in such amounts 
as will compensate each such air carrier for the transportation of mail, and in 
addition must include where necessary a ‘“‘need’’ or ‘‘sul sidy”’ element. Re- 
organization Plan No. 10 of 1953 did not in any vay alter this requirement. 
Rather, plan 10 pro: ides for the estal lishment of service rates, which are applied 
to the volume of mail transported by the carrier to arrive at the amount of service 
mail pay earned, and to be paid by the Post Office Department. Ser ice rates 
fixed under Reorganization Plan 10 are based on the cost of carrving the mail, 
which is an entirely different basis from that used in fixing overall rates. A ser’ ice 
rate is ordinarily determined in a separate proceeding v ithout regard to a carrier’s 
subsidy need. The amount of sul sidy in any given period, for tt ose carriers ¥ hich 
receie it, represents the difference betv een the total compensation due the carrier 
under the overall mail rate pursuant to section 406 and the amount of service 
mail pay under rates fixed pursuant to Reorganization Plan No. 10. 


Mr. Tuomas. Mr. Horan. 


COMPLETENESS OF AUDIT OF CARRIERS 


Mr. Horan. I think Mr. Bow’s questions probably cover 
the one I have, which is this: There has been some criticism 
that you have not audited the books of the carriers too well. The 
Chairman stated that the Board— 
has not, and is not now, auditing the actual books of subsidiaries or affiliates. 
The revised program contemplates that this will be done in the case of domestic 
subsidiaries and that the present review of transactions between the parent and 
foreign subsidiaries will be expanded. 

Would you care to comment on that? 

Mr. Rizutey. I would like to have Mr. Hord, the Chief of the 
Audits Division, cover that. 

Mr. Horan. This could be off the record. I take it Mr. Bow’s 
questions cover that point. 

Mr. Horp. I am sorry, I did not get the whole question. 

Mr. Horan. In this statement by the Chairman of the Board, he 
practically confesses they have not been auditing the books of sub- 
sidiaries or affiliates, and there has been some criticism of that fact. 

Mr. Horn. I can tell you what we have done. The fact is, in 
the case of Pan American, we audit Panagra, which is their largest 
subsidiary or affiliated company. We have also audited UMCA. 
Both of these deal in transportation. 

We have made some examination of the books of IHC, the Inter- 
national Hotel Corp. We have not audited any of the books of 
foreign subsidiaries, and there is every reason to suppose we cannot 
audit these books, for legal and other reasons, that are located in 
foreign countries. 

Mr. Horan. Why not? 

Mr. Horp. Legally we probably cannot gain access to the offices 
of foreign subsidiaries. Some years ago we did make a partial audit 
of Pan Air Brazil, at which time there was a contract between Pan 
American and that company which amounted to the payment of 
amounts by Pan American to them. We did it through permission 
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of Pan American. But Pan American often has less than a controlling 
interest in its torvien subsidiaries. We should think of the matter iy 
terms of what would be our feeling if foreign countries began auditing 
the books of companies in this country. I think the General Counsel 
has said he knows of no authority by which we can get access to the 
books of foreign subsidiaries. 

Mr. Rizuey. I do not think you have answered the question, which 
was directed to my statement that the revised program contemplates 
that audits will be made in the case of domestic subsidiaries and that 
the present review of transactions between the parent and foreign 
veneneen will be expanded. He wants to know how that will be 

one. 

Mr. Horan. That is right. I do not think it is fair to the Board 
to have criticism at large and not do something to meet it. I was 
encouraged to see this statement in the Chairman’s statement to us, 

Mr. Horp. What we will do in the domestic field is gain access to 
those books. In the expanded program, we will segregate all the 
activities between the company and its subsidiaries or affiliates. We 
can then use these individual transactions as the basis for auditing to 
a considerable extent. 

Mr. Horan. And you are determined to do that? 

Mr. Horp. Yes; and we can do a fairly good job on that score 
without going into the books of the foreign subsidiaries at all. 

Mr. Horan. That is all. 

Mr. THomas. Thank you very much. This has been very in- 
structive. <A lot of good luck to all of you. 

Mr. Riziey. Mr. Chairman, we appreciate the time and courtesy 
you have given us. We are in the dark to know who we are going to 
pay with the money you gave us the other day. 

Mr. Tuomas. I think the thing for you to do is sit tight and the 
conferees will be in touch with you. Off the record. 

(Discussion off the record.) 


Monpay, ApriL 25, 1955. 
INLAND WATERWAYS CORPORATION 


WITNESSES 


LOUIS 8S. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTA- 
TION 

GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

JOHN T. MOORE, CHIEF ACCOUNTING OFFICER 


Amounts available for administrative expenses 


1954 actual | 1955 estimate | 1956 estimate 


} a, | eeeedl 
Limitation or estimate oa . $14, 00 
Unexpended balance, estimated savings 19, 636 -- 


Total administrative expenses---.......---------------- 
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Administrative expenses by objects 





Object classification | 1954 actual | 1955 estimate | 1956 estimate 


04 Communication services-.........-...-.-.----- $80 
™% Printing and reproduction. -.........-- ee Sa Jée4 27 | 75 
07 Other contractual services. -- - - - . nae . , SAE 2, 095 | 
Services performed by other agencies. -.....--..---- 
" : | 
Total administrative expenses--............------ nal 


Mr. Tuomas. Gentlemen, the committee will please come to order. 

We will now consider the Inland Waterways Corporation. We 
have with us again, with much pleasure, our distinguished Under 
Secretary for Transportation, Mr. Rothschild; Mr. George T. Moore, 
Assistant Secretary of Commerce; and Mr. Oscar H. Nielson, depart- 
mental budget officer. 

Do you have a statement for us, Mr. Secretary? 

Mr. Roruscuitp. I have no formal statement, Mr. Chairman. 
This is the matter of an appropriation for the Inland Waterways 
Corporation. 

Mr. Tuomas. I do not find a tab for that appropriation in your 
justifications. 

LIQUIDATION OF CORPORATION 


Mr. Nrexson. There is no formal justification for the Inland Water- 
ways Corporation, Mr. Chairman. 

Mr. THomas. You mean it is still in liquidation? 

Mr. Nreuson. Yes. 

Mr. THomas. How much money is involved? 

Mr. Roruscuiip. $14,000 for administrative expenses. 

Mr. Tuomas. What do you have left to administer? 

Mr. Roruscuitp. We have a report to render to the Congress 
annually; we must have money to pay the General Accounting Office 
for a check or audit—— 

Mr. THomas. You mean an audit of the sale? 

Mr. Roruscuiip. An audit of the statements that the new owners 
make to the Government. 

Mr. THomas. And that costs $14,000? 

Mr. Roruscuiup. No. That is part of it. We have some travel; 
we have some postage; we have some telephoning; and some reim- 
bursable expenses to the Department of Commerce as well as to the 
General Accounting Office. 

Mr. Tuomas. Under the terms of the sale, what strings do we have 
on these properties? 

Mr. Roruscuiip. We have all kinds of strings. 

Mr. Tuomas. Refresh our recollection. 

Mr. Roruscuitp. We had the barges and the railroads and we sold 
the whole works in July 1953. We took $2.7 million in cash and 
securities out of the Corporation before we sold it, and we sold the 
operating equipment and rights for $9 million. 

Mr. Toomas. Cash or what? 
ae RoruscuiLp. No; a mortgage that is payable over a period of 

years, 

Mr. Tuomas. What security do we have? 
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Mr. Roruscuitp. We have a first mortgage on every piece of 
equipment. 

Mr. Tuomas. Including the railroad? 

Mr. Roruscuivp. Including the railroad. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. That equipment will not last 15 years, so the security 
is worthless. 

Mr. Roruscuivp. No, sir. Part of the obligation of the purchaser 
is to replace equipment, which he has done; and part of the obligation 
is to render a service comparable to that rendered by the Government, 
and he has done that with two exceptions which were excused because 
of weather conditions. 

Mr. Tuomas. What do you need the $14,000 for? 

Mr. RoruscuiLp. We need $80 for communications; $50 for printing 
and reproduction; $1,210 for other contractual services; and $12,660 
for services performed by other agencies. 

Mr. Tuomas. What is that $12,000 for? 

Mr. JouHN Moore. These funds are derived from revenues produced 
by the Inland Waterways Corporation, primarily interest payments 
on the mortgage. Under our sales contract we must determine that 
the purchaser make the required number of trips between the ports 
set forth in the sales contract; that they haul the tonnage set forth in 
the contract of less-than-bargeload load lots. 

The only way we can determine compliance is through an actual 
audit of the trips they made and the tonnage they hauled. We try 
to make two inspections a year. We also make inspections of the 
Weather Bureau and river records to verify their statements when they 
claim that any failure is due to low water or other weather conditions. 

Mr. Tuomas. How are the barge lines doing? The talk is they are 
making a hatful of money. 

Mr. Jonn Moore. I would not say a hatful. The last year of 
yovernment operation was the best year the barge line ever had. 
The purchaser has not done quite as well as the Government did in 
that good year because he has been faced with other expenses which 
the Government did not have, for instance, taxes. 

Mr. THomas. You are still making some operating payments? 
That is part of the contract? 

Mr. Joun Moore. Yes. And it is not in this $14,000, but we are 
still processing some claims. 

Mr. Tuomas. In case you find the purchaser is not living up to 
the contract, what will you do? Will you take back the operation of 
the property? 

Mr. JoHn Moore. No. The contract provides for penalties. 

Mr. Roruscuitp. We will get the money, sir. 

Mr. Tuomas. Where is the money going to come from? 

Mr. Roruscuixp. Out of the new corporation. Under the contrac! 
they are required to have an operating capital of a substantial amount 
which would more than cover any liquidated damages which the 
Government might be entitled to. 

Mr. Tuomas. Any questions, gentlemen? 

Thank you very much. 
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Monpay, APRIL 25 
MARITIME ADMINISTRATION 


WITNESSES 


, 1955. 


LOUIS S. ROTHSCHILD, UNDER SECRETARY OF TRANSPORTATION 
GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 


OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 
CLARENCE G. MORSE, MARITIME ADMINISTRATOR 
WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR 


J. J. McMULLEN, CHIEF, OFFICE OF SHIP CONSTRUCTION AND 


REPAIR 


LEONARD F. NICHOLS, BUDGET OFFICER, MARITIME ADMINIS- 


TRATION 
Suie CoNnsTRUCTION 


Amounts available for obligation 


1954 actual 





Appropriation or estimate $82, 600, 000 


Unobligated balance brought forward 


Total available for obligation S 82. 600, 000 
Unobligated balance carried forward —6, 000, 000 


Obligations incurred__- 76, 600, 000 


ind ne activities 


Description 1954 actual 


1. Construction-differential subsidy $44, 300, 000 
2. Construction of prototype ships 

3. Acquisition of tankers eee 
4. Acquisition of cargo ships_- 

5. Research and development 


6. Administrative and warehouse expe nse 


20, 800, O00 


11, 100, 000 
400, 000 
Obligations incurred 76, 600, 000 


Obligations by objects 


1954 actual 


Object classification 





$150, 000 
920, 000 
31, 230, 000 
44, 300, 000 


07 Other contractual services 
Services performed by other agencies 
08 Equipment__-.-.- ‘ j s 
ll Grants, subsidies, and contributions 
Obligations incurred - - 76, 600, 000 


Analysis of expenditures 


1954 actual 





Obligated balance brought forward _- 

Obligations incurred during the year. $76, 600, 000 
76, 600, 000 

Obligated balance carried forward — 4, 600, 000 


Total expenditures ____-- 


12. 000. 000 


Expenditures are distributed as follows: 
Out of current authorizations_ __- 
Out of prior authorizations-__-- 


12, 000, 000 


61922—55——_26 


1955 estimate 


1955 estimate 


1955 estimate 


1955 estimate 


1956 estimate 


$102, 800, 000 
6, 000, 000 


108, 800, 000 
— 12, 275, 000 
96, 525, 000 


1956 estimate 
$42, 450, 000 
21, 200, 000 
22, 400, 000 

4, 200, 000 

5, 000, 000 

, 275, 000 


25, 000 


1956 estimate 
$200, 000 

2, 125, 000 

50, 250, 000 

43, 950, 000 

96, 525, 000 


1956 estimate 
$64, 600, 000 
96, 525, 000 


161, 125, 000 


—115, 125. 000 


46, 000. 000 


15, 000, 000 
31, 000, 000 
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Mr. Tuomas. Will the committee please come to order. 

We will now take up the budget estimate of the Maritime Admin. 
istration. 

We have with us this afternoon our distinguished friend, the Under 
Secretary for Transportation, Mr. Rothschild; Mr. George T. Moore. 
Assistant Secretary of Commerce; Mr. Oscar H. Nielson, depart. 
mental budget officer; Mr. Clarence G. Morse, Maritime Administra. 
tor; Mr. Ben H. Guill, a member of the Federal Maritime Board. 

Mr. Morss. Mr. Guill is not here. 

g a Tuomas. Mr. G. Joseph Minetti, member, Federal Maritime 
oard. 

Mr. Morsz. Mr. Minetti is not here. 

Mr. Tuomas. Mr. Walter-C. Ford, Deputy Maritime Admin. 
istrator; Mr. Thomas E. Stakem, Jr., Assistant to the Deputy <Ad- 
ministrator. 

Mr. Morse. Mr. Stakem is not here. 

Mr. Tuomas. Mr. J. J. McMullen, Chief of the Office of Ship 
a and Repair; and Mr. Leonard F. Nichols, budget 
officer. 

It is nice to see all you people. You say Mr. Guill is not here this 
afternoon? 

Mr. Morss. No. He is watching an atomic explosion in Nevada. 

Mr. THomas. And Mr. Minetti is not here? 

Mr. Morsg. No. 

Mr. Tuomas. Mr. Administrator, if you have a statement for us 
we will be glad to listen to you. 


GENERAL STATEMENT 


Mr. Morsg. I have a prepared statement which I would like to 
file, but I would like to give a brief extemporaneous statement. 

Mr. Tuomas. Very well. 

(The prepared statement referred to is as follows:) 


STATEMENT OF MARITIME ADMINISTRATOR 


Because this is the first time I will have made an appearance before your com- 
mittee, I think it desirable that you receive from me a statement of my philosophy 
of the ends sought to be achieved under the various shipping acts and, in par- 
ticular, the Merchant Marine Act, 1936. 

As Administrator, I conceive that I have two primary objectives: One is to 
develop a greater degree of stability in an industry subject to severe economic 
fluctuations between feast and famine. The second, and probably the more 
important in the overall picture, is to foster the construction and maintenance of a 
merchant fleet in size and characteristics suitable for use of the Government in 
the event of a national emergency. I am convinced that both of these objectives 
are essential in the national interest. My views are completely supported by the 
expressions of Congress in the various legislative acts adopted during the lasi 
25 or 30 years. 

We have here an industry furnishing employment to about 75,000 seamen on 
ships engaged in the coastwise, intercoastal, noncontiguous and foreign trades of 
the United States, and a sustaining labor force of approximately 85,000 longshore- 
men, 100,000 ship construction and ship repair workers, as well as tens of thousands 
employed in other allied industries, such as warehousing, company operating 
staffs, marine insurance, ship chandlers, harbor workers and other essential 
maritime activities. It is an essential element of the economy of the United States 
but over and above that, in my thinking, the maritime industry is one of the few 
industries which has a flavor of romance. I have personally been indirectly con- 
nected with the maritime industry for over 25 years. My interest in its welfare 
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has steadily grown during this period. I have witnessed the introduction into the 
foreign commerce of the United States of new, fast, modern vessels, built in foreign 
yards and operated by foreign crews and I am well aware of the highly competitive 
nature of the maritime business. Despite its competitive nature, it is one which 
has great appeal to me and I sincerely trust that my belief in the requirement of 
an American-flag operation, second to none, will favorably influence you in your 
deliberations on our budget requests. 

With vour consent, I would like to present a summary of the accomplishments 
which highlight the progress of the Maritime Administration this past year and 
outline the program proposed for the coming year. 

The sound, progessive achievements herein reported represent, in effect, an 
initial accounting of the stewardship of the funds made available to us for the 
promotion and betterment of the American merchant marine. The program 
approved by the 83d Congress represented a substantial start in the right direction 
that must be supplemented and continually advanced on legislative and adminis- 
trative levels to assure the continuance of the American merchant marine and 
its service to the Nation. 

We believe we have made significant progress toward our objectives. Our 
studies, our careful taking of inventories, have permitted charting a course toward 
the goal of a privately owned, privately operated American merchant marine 
sailing regularly on the essential American foreign-trade routes, with shipbuilding 
and ship-repair facilities ready to answer the call of defense should that eventuality 
arise. Such a merchant marine, by its very existence, is a significant factor in the 
maintenance and fostering of peace. 


SHIP CONSTRUCTION 


We have made a start on a long-range ship-construction program designed to 
maintain the nucleus of shipbuilding facilities and the minimum required ship- 
building labor force to provide an adequate shipyard mobilization base. The 
encouraging side of this program was the extent to which private industry carried 
its full and equitable share of the financial responsibilities entailed. A most 
gratifying accomplishment was the swift and efficient translation of legislative 
authority and appropriations into contracts. 

One of the most interesting of our new programs is the Liberty ship-conversion 
and engine-improvement program. This program has several purposes. First, 
it will permit the Maritime Administration to evaluate the possibility of upgrading 
the approximately 1,400 Liberty ships now available in our reserve fleet. These 
are slow-speed 10-knot ships and, while many will be serviceable at 10 knots, the 
demands of modern warfare require that any ship should have a speed of at least 
15 knots. The second purpose of the program is to assist the American merchant 
marine in the development of new propulsion plants and to evaluate these new 
types against those already in existence. It is intended that these new engine- 
propulsion plants will result not only in improved fuel economy, but also in lower 
maintenance, replacement, and operating costs. The third purpose of the pro- 
gram is to explore the possibilities of improving the existing standard cargo-han- 
dling techniques by investigating new-type cranes which will permit a reduction 
of in-port time for our cargo ships. 

The Liberty ship-conversion and engine-improvement program is now well 
under way and a contract has been awarded for the conversion of one ship to 
steam turbine. This ship is being converted by Ira 8S. Bushey & Sons, Inc., at 
Brooklyn, N. Y., at a cost of approximately $1 million. The steam turbines and 
gears to be used have been taken from our own warehouse as an example of what 
can be accomplished by utilization of existing stockpiles. The hull of this ship 
has not been changed in order that we could investigate the strength and speed 
characteristics of our existing Liberty ships upon increasing the horsepower from 
2,500 to 6,000 shaft horsepower. Cargo-handling gear has been revamped and 
we are installing equipment especially suited for handling military-type cargo. 

A contract has also been awarded on a second Liberty ship which is to be 
converted to diesel propulsion. This conversion is being made at the Key High- 
way repair yard of the Bethlehem Steel Co. in Baltimore, Md. Structural changes 
will consist of cutting off 110 feet of the bow section of the ship and replacing it 
with a new 135-foot section of finer lines, which will result in an overall increase 
of 25 feet in the length of the ship. This change is being made in an attempt to 
improve the sea-keeping quality of the Liberty ship. All of the present propulsion 
equipment will be removed and two Baldwin-Lima-Hamilton 3,000 horse-power 
diesel engines driving through a reduction gear will be installed. These new 
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engines are guaranteed to burn bunker C fuel which is less expensive than the 
diesel fuel customarily used in existing practice. We are experimenting with diese! 
engines burning this type of fuel in order to evaluate the possibility of using this 
type of propulsion for ships. If this kind of propulsion can successfully be used, 
it will result in consideratle fuel savings. 

This conversion will also include the installation of experimental cargo gear 
consisting of two types of moving cranes with the forward section to be fitted 
with transverse position cranes and the aft section with longitudinal positio, 
cranes. The total cost of the conversion of this ship is approximately $3 million, 

In addition to these two ships, contracts have also been awarded for the mai 
propulsion equipment for the third and fourth conversions. The General Electric 
Co. at Schnectadv, N. Y. working with Maritime Administration technicians has 
developed and will supply a new type 6,000 normal horsepower two-shaft gas 
turbire driving through a reduction gear and a controllable pitch propeller. This 
controllable pitch propeller is being manufactured bv the 8. Morgan Smith Co. 
of York, Pa., and will be the larzest controllable pitch propeller ever installed on 
a ship in the United States and we are pleased to report that we obtained a very 
favorable price on this equipment. The total cost of the propulsion machinery, 
including the turbine and the propeller, is approximately $908,000 for a cost of 
$151 per shaft horsepower. This is conparable to the price of approximately 
$150 per shaft horsepower for a steam plant. It is far below the cost of $310 per 
shaft horsepower required for the purchase of similar equipment in England. This 
will be the first time an American company has produced this type of machinery 
for marine use. 

The main propulsion equipment in the fourth conversion will be a free piston 
generator-gas turbine combination and this contract has been awarded to the 
Cleveland, Ohio, Diesel Engine Division of General Motors Corp., to supply six 
1,000 shaft horsepower gas generators driving through two 3,000 shaft horse- 
power turbines, each fitted with reversing elements and driving a fixed pitch 
propeller throvgh a reduction gear. This type of pronulsion is radically new in 
that it is the first installed in the United States and will be t*e largest propulsion 
unit of its type in the world. We are especially interested in the results of this 
conversion because of the promise of greater flexibility, fuel economy, and suita- 
bility of the equipment to mass production. The contract price of this propul- 
sion equipment is $1,228,700. Both of these latter types of propulsion equip- 
ment will be installed in Liberty ships with the lengthened bow. You should, 
of course, understand that the cost of these four conversions are higher because 
thev are experimental jobs. If the results of these experiments prove conversion 
of these types feasible, the cost per unit will be substantially reduced when con- 
versions are effected in substantial numbers. 

The ship-construction program proposed for 1956 includes funds for the exten- 
sion of the experimental conversion of ships to one additional ship. This will 
permit continuation of this developmental work on the basis of findings of the 
current program. It is proposed that the additional ship will be fitted with a 
gas turbine propulsion plant of modified design which will give effect to further 
developments and experience obtained in the earlier program. Other research 
and development funds requested for 1956 provide for continuing cargo-handling 
research, advanced ship design, hydrodynamics, and ship-structure research. In 
addition, it contemplates the development and outfitting of one free piston 
generator-gas turbine powered tug with controllable pitch propeller with all 
equipment controllable directly from the wheel house. 

Another matter intensifying the feast and famine problem of the shipbuilding 
industry and the ship operators is the approaching block obsolescence of existing 
ships. The funds appropriated in 1955 provided construction-differential sub- 
sidv for the construction of four new passenger-cargo ships. The contract plans 
and specifications for these ships have been submitted to the Maritime Admin- 
istration and it is anticipated that after review and inclusion of national defense 
features that invitations to bid will be momentarily issued and it is expected that 
the contracts for the ships will be awarded within a very short period of time. 

The Maritime Administration and American President Lines, a Pacific coast 
operator, have recently reached an agreement providing for the replacement of 
that company’s entire fleet of merchant ships with new tonnage within the next 
10 years. This program encompasses the purchase or construction of 19 ships, 
contracts for the construction of 4 of which are to be executed by not later than 
July 1, 1956. Included is the placing in service of 4 Mariner vessels to be modified 
to suit their trade requirenents with construction-differential subsidy from funds 
appropriated in 1955. The budget estimate for 1956 includes funds for construc- 





an the 
1 diesel 
ng this 
e used, 


‘O gear 
» fitted 
Osition 
nillion 
e main 
Llectric 
uns has 
aft gas 
. This 
ith Co, 
lled on 
a very 
hinery, 
cost of 
mately 
310 per 

This 


*hinery 


piston 
to the 
ply six 
horse- 
1 pitch 
new in 
pulsion 
of this 
1 suita- 
propul- 
equip- 
should, 
yecase 
version 
en con- 


- exten- 
his will 
; of the 
with a 
further 
esearch 
andling 
ch. In 
piston 
vith all 


yuilding 
existing 
ial sub- 
*t plans 
Admin- 
defense 
ed that 
time. 

ic coast 
ment of 
he next 
9 ships, 
fer than 
nodified 
m funds 
gnstrue- 


401 


tion subsidy for two combination ships to be constructed by American President 
Lines for its round-the-world service. These represent 2 of the 4 ships referred 
to on which contracts are to be executed by July 1, 1956. 

The 1956 budget also requests funds for the conversion of 2 Mariner class 
ships to passenger-cargo ships for the Oceanic Steamship Co. for use in providing 
service between United States Pacific coast ports and Australia. When converted 
these ships will be able to accommodate 360 passengers. The total cost to the 
Government for the conversion of each ship, including national-defense features, is 
estimated to be $5,650,000. 

Also provided are funds for construction-differential subsidies for reconditioning 
of the steamships President Cleveland and President Wilson for tte American 
President Lines. When the budget was developed this company had submitted 
an application providing for a couple of small items then under consideration. 
On this basis the construction-differential subsidy was estimated at $200,000 for 
both ships. Since that time, however, American President Lines has made an 
application to make further alterations to these ships. A double objective will 
be accomplished by this reconstruction, that of appreciably improving the net 
profit earning capacity of the ships and likewise the Government’s recapture, and 
also eliminating to a large extent substandard conditions that have existed in 
certain third-class berthing areas. While it is estimated that approximately 
$200,000 more may be required for construction-differential subsidies for the addi- 
tional work requested, which was not specifically provided for in the budget, it is 
planned to absorb this additional cost within the overall funds made available in 
fiscal year 1956 for ship construction. 

The funds appropriated for ship construction in the current fiscal vear provide 
for the initiation of a tanker trade-in-and-build program, and contemplates the 
construction of 10 and trade-in of 20 used tankers. 

This program was desizned to upgrade the active tanker fleet under the Ameri- 
can flag and at the same time to acquire good usable tankers in our reserve fleets. 
Up to this time, this program has resulted in contracts for the building of 4 new 
supertankers and will bring into the reserve fleet 9 traded-in tankers of T—2 design. 
An additional commitment is currently under negotiation for the construction of 
2 additional tankers and trade-in of 5 tankers. Our budget estimates for 1956 
include funds for the second half of this program, and will provide for the con- 
struction of 10 additional new tankers by private industry against the purchase 
of 20 additional used tankers by the Government. Thus, our 2-vear program as 
planned will provide for substantial accomplishment of the construction of 20 
new tankers and the trade-in of 40 to meet the program endorsed by the National 
Security Council. 

The 1956 budget estimate also includes funds for initiating a trade-in-and-build 
program of cargo ships. The agreement reached with American President Lines 
leads us to believe that the ship operators can be induced to take steps toward 
meeting the block obsolescence problem by advancing some of their commitments. 
To implement this program the budget requests funds for construction-differential 
subsidy and defense features for five cargo ships of a C-—2 or C-3 design and for 
the purchase of replaced ships on a trade-in basis. This program will not only 
improve the active fleet but, through the acquisition by trade-in of these better 
type ships, will greatly improve the quality of the ships in the reserve fleets. 
We have already initiated discussions with a number of subsidized operators, 
leading to the commencement at an early date of ship-replacement programs. 
These discussions are making favorable progress and with reasonable success you 
may anticipate that we may find it necessary to come in with a supplemental 
budget at a later date to support the early construction of additional dry-cargo 
vessels as ship replacements. 

Funds are also requested for the construction for Government account of 2 
cargo ships and 1 high-speed tanker. The cargo ships are being proposed for 
mobilization purposes and currently contemplate the use of a single hull design 
that will permit installation of either of two powerplants, one developing 7,000 
shaft horsepower resulting in a 16-knot speed, and the second developing 10,000 
shaft horsepower resulting in an 18-knot speed. The design and construction 
of these ships are planned on an austerity basis. They are intended to be suitable 
for wartime construction and for transportation in the event of a national emer- 
gency. We have named these ships the “Freedom” ships. In their design every 
effort will be made to limit man-hours, critical materials, equipment, manning 
saa and other requirements to a minimum consistent with the safety of the 
Vesse 
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At the time of construction we may find it advantageous to substitute for on 
of these ships a ship with a somewhat larger hull at the higher 18-knot speed 
which we have named the ‘‘Clipper’’ class ships. 

We are advocating the construction of these cargo ships because we consider 
it advantageous to divorce the potential wartime vessel from the peacetime 
commercially competitive ships to avoid the undesirable consequences of com. 
promising military suitability on a mobilization basis with commercial usefulness, 

The high-speed tanker, while it is also part of the mobilization program, is , 
design that was developed in cooperation with the tanker committee of the 
American Merchant Marine Institute and has been endorsed by industry as wel! 
as by the Department of the Navy as being ‘extremely useful to the Unite 
States in time of national emergency.”’ This tanker differs from the mobilizatioy 
cargo ships, however, in that its design incorporates many desirable commercial 
characteristics while not sacrificing a 20-knot speed and other features required 
for national defense. It will provide a tanker somewhat smaller but considerably 
faster than the average type tanker now under construction for private com- 
mercial account. It is considered of primary importance that complete working 
drawings, construction, procurement and operating experience be obtained oy 
this tanker prior to its need for an emergency. 

It appears appropriate to mention the maritime subsidy policy report prepared 
by the Under Secretary of Commerce for Transportation and the Maritime 
Administration, which indicated the need for maintaining a nucleus of 36,00) 
shipyard workers for mobilization purposes. The aforementioned ship-build- 
ing programs will materially increase the present shipyard employment and 
assist in reaching the necessary mobilization requirements. This report also 
advocated the expansion of research and developmental programs with a view 
toward increasing the efficiency of ships and related shore facilities and to improv- 
ing defense capabilities of active and laid-up ships. 

In summary, funds requested for ship construction activities in fiscal year 1956 
totaling $102.8 million include $25.5 million for construction subsidy in the con- 
struction of 2 new passenger-cargo ships and the modernization and conversion of 
4 others; $23.5 million for construction of 3 prototype ships of a type most valuable 
for national defense; $23.45 million for construction-differential subsidy and 
defense features for 5 ships in initiating a cargo ship replacement program and 
acquisition of replaced tonnage; $23 million for continuation of the tanker trade- 
in-and-build program initiated in fiscal year 1955; $5 million for research and 
developmental activities, including the modernization of 1 additional Liberty ship, 
plus funds for administrative and other expenses incident to the implementation 
of these programs. 

With reference to the liquidation of obligations of ship construction program: 
approved prior to 1955, there is an indication that somewhat over one-half million 
dollars will be unfinanced and unliquidated by the end of fiscal year 1956. In 
view of the fact that it has already been possible to substantially revise downward 
reservations on the basis of the advanced status of these programs, no request is 
being made at this time for additional cash to liquidate these programs. We 
trust that at a somewhat later date we will be able to reduce this unliquidated 
balance still further before we will request funds for final liquidation of these 
particular obligations. 

EMERGENCY SHIP REPAIR 


Under the emergency ship repair program we are taking merchant ships of 4 
naval auxiliary type out of our reserve fleets and performing work on them that 
will increase their readiness for mobilization. This program is being administered 
to insure repairs at lowest possible cost, substantial employment for skilled ship 
repair craftsmen, and to prevent the shutdown of repair facilities. As of February 
28, 1955, we had withdrawn 47 ships of the total of 70 contemplated for repair 
during fiscal year 1955 on the basis of funds appropriated in the Supplemental 
Appropriation Act, 1955. The request of $6 million for this program for 1956 
provides for the repair of an additional 35 ships. 

Under the very favorable conditions under which this program is being oper 
ated, as a result of doing this repair work at this particular time, we anticipate 
that we will be successful in repairing these 105 ships at a total cost for both years 
of $18 million, whereas it had been previously estimated that the cost might 
approximate $25 million. This program is being given our very careful, contin 
ing review and it may develop that more than the 105 ships indicated under the 
2-year program can be repaired for the $18 million. 
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OPERATING-DIFFERENTIAL SUBSIDIES 


The Merchant Marine Act, 1936, as amended, recognizes in a realistic manner 
that ship operating costs are greater for American-flag ships than for those of 
foreign registry and authorizes the payment of the operating-differential in the 
form of operating-differential subsidies. These subsidies are designed to place 
the American-flag operator on an equal footing with his foreign competitor insofar 
as certain direct ship operating costs are concerned. They give recognition to 
the fact that foreign-flag vessels pay much lower wages to their crew members, 
and provide them with food a living conditions that are substandard when 
compared to American standards of living. This subsidy, however, does not 
guarantee anything beyond putting the American operator on an equal footing 
with foreign competitors insofar as operating expenses in five categories are 
concerned. The subsidy does not assure a profit to the operator. Even after 
receiving an operating subsidy, American operators must depend upon their 
competitive ingenuity and enterprise to survive and make a profit. 

To receive this subsidy the American flag steamship lines, among other things, 
must maintain regularly scheduled service on trade routes determined by our 
Government to be essential to our foreign trade; all of the officers and 90 percent 
of the crews On its ships must be American citizens; practically all of the equipment, 
food, supplies and other materials used on its ships must be of American origin; 
its ships must be constructed in American shipyards; safety requirements of the 
United States Coast Guard—the highest standards of maritime safety in the 
world—must be maintained by the ships it operates; the ships it uses must be 
retired after 20 years of service and replaced unless otherwise determined in the 
public interest; all of its ships must be registered under the American flag. 

Under a unique provision of the act, operating-differential subsidies are subject 
torecapture by the Government. Subsidized lines must repay to the Government 
50 percent ef all profits realized from their operations averaged over the contract 
period that are in excess of 10 percent of capital invested up to the amount of the 
subsidy. Capital invested is less than but may be analogized to net worth. 
Under existing practice the estimated amount of this recapture is withheld from 
payment rather than being actually recaptured at the end of the 10-year recap- 
ture period. 

During the past year we have been giving our constant and continuing attention 
to an examination of the various elements of the operating subsidy program in an 
effort to carry out the policies established in the Merchant Marine Act, 1936, as 
amended, to the very best of our ability. For example, we are currently reviewing 
the continued essentiality of the United States foreign trade routes. The last 
review of these routes was made by the United States Maritime Commission in 
1946 and at that time the essentiality of 31 routes and the round-the-world service 
was established. In our current review, we have already completed and approved 
as to essentiality 17 of these routes. Determinations regarding the remaining 
routes and round-the-world service are expected to be completed prior to the end 
of the current fiscal year. The determination that a particular trade route is 
essential to the commerce and defense of the United States and the number of 
sailings and number and types of United States flag ships required to service each 
route adequately is fundamental to the development and maintenance of an ade- 
quate and well balanced American merchant marine. Such determinations are 
also a necessary prerequisite to the consideration of the award of subsidies to 
United States flag operators who agree to maintain specified services on these 
routes. 

As related to current subsidy contracts, the reviews completed so far have 
resulted in no changes in recommended minimum and maximum sailings for 11 
of the routes, increases of 56 sailings on 4 of the routes, and decreases of 48 
sailings on 2 of the routes. 

We have of necessity had to concentrate our greatest effort on the continued 
task of establishing final operating-differential subsidy rates for prior years, 
which has been one of the major factors contributing to the backlog of payments 
which extended back nearly 5 years a little more than 2 years ago. When we 
were last here we indicated that we had made very telling progress in the estab- 
lishment of operating-differential subsidy rates for these prior years. We are 
how pleased to report that by the end of this current fiscal year we contemplate 
that we will have almost completely liquidated this rate backlog. 

As of December 31, 1954, we completed the calculation of 79 percent of all 
operating-differential subsidy rates for calendar years 1947 through 1953. This 
consisted of 96 percent of all wage rates for this period, 90 percent of subsistence, 
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80 percent of stores, 97 percent of repairs, and 91 percent of hull and machinery 
insurance. The only outstanding item at this time is the establishment of rates 
for protection and indemnity insurance which findings we anticipate making by 
the end of this current fiscal year. Should we be successful in these efforts, this 
will mean that for the first time since 1947 all operating-differential subsidy 
rates will be brought to a current basis. This will permit the bringing of cumy- 
lative payments to the operators to the most current possible position if adequate 
funds for this purpose are provided. 

While it is not possible to predict what the subsidy rates will be for future years 
due to possible changes in costs of foreign competitors, changes in the character 
of foreign competition by the entrance of a greater percentage of competition by 
lower-cost foreign operators than currently exist, or changes in domestic cost, the 
rates currently established for 1953 indicate a definite leveling off. This is con- 
trary to the constantly increasing trend represented by the period 1950 through 
1952. For example, on those operators for which wage rates have been calculated 
for 1953, the weighted average rate is only four-tenths of 1 percent higher than 
the weighted average for these same operators for wage rates for fiscal year 1952, 
It should also be noted that on a number of other subsidizable items we are cur- 
rently establishing minus rates which in effect serve as offsets against the pay- 
ments for subsidizable items on which disparity exists. While this does represent 
a reduction, it does not strongly affect payments since the outstanding item js 
that of wages which represents approximately 87 percent of total subsidy 
payments. 

We are also reviewing such items as dividend policies of the companies, volun- 
tary deposits and reserve funds, and have already taken effective steps to accelerate 
in this next fiscal year our examination into the operating costs and practices of 
the respective operators. This cannot effectively be accomplished, however 
without the increase in staff requested for this activity under ‘‘Salaries and 
expenses,” 

The audit of subsidizable expenses is being maintained on a reasonably current 
basis which is permitting payments up to 90 percent of estimated subsidy 
payable for a number of these prior years. The imminent final establishment of 
rates for all of the prior years will permit the concentration of added effort to the 
annual audit of the entire subsidized operations of the subsidized companies. 

The elimination of this backlog of prior year subsidy rates has greatly increased 
our ability to make more current subsidy payments. Coupled with this is a 
reduction in the time required in processing quarterly subsidy vouchers through 
improvement in administrative procedures. Furthermore, declines in earnings 
of the subsidized operators in calendar year 1954, although somewhat offset by 4 
rise in earnings during the last quarter of that year, have resulted in less subsidy 
recapture and in fact the return of some recapture withheld in previous years 
All of these factors have resulted in sizable operating subsidy payments this 
current fiscal year and in the budget year to bring cumulative payments to the 
operators to the most current possible position. 

Based on our current ability to process payment vouchers, our budget requests 
for a supplemental appropriation of $60 million for fiscal vear 1955 and appropria- 
tion of $115 million for 1956 will permit reaching a reasonably current payment 
position with the steamship companies holding contracts by 1956. The balance 
of $100 million estimated to remain represents holdbacks pending audit of some 
of these years, and a normal voucher processing lag of 3 months. 

In connection with this item of the budget, we deem it most desirable that 
the committee appreciate the importance of affirmative, favorable action on this 
request. Within the next several vears operators will be obligated to initiate 
ship replacement programs which will involve an investment estimated to run 
at approximately $1.6 billion on the part of the operators. We think it onl) 
reasonable to conclude that with these staggering financial commitments staring 
them in the face that the operators would be willing to undertake these staggers 
financial obligations only if they are assured by the Congress that the progra™ 
of subsidization contemplated by the 1936 act will be implemented by adequate 
appropriations. 

The approval by this committee of our request for operating-differential sub- 
sidies will be an affirmative indication by the Congress that it is in sympathy 
with the objectives sought to be accomplished by the 1936 act. Such affirmative 
action will go a long way toward inducing the operators to make replacemett 
commitments. <A contrary action by the committee, that is to say, an unfavorable 
recommendation of our operating subsidy request, would deter reasonable busines* 
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men from proceeding with the tremendous financial undertaking which can only 
be supported if operating-differential subsidies are made available. 

Subsequent to the submission of the President's budget for 1956, two language 
amendments involving operating-differential subsidies are in the process of being 
transmitted to the Congress. The first of these language amendments provices 
that payments made to a subsidized operator for operating subsidies previously 
withheld by the Government must be deposited in his special reserve fund, from 
which fund disbursements can be made only for specified purposes subject to the 
approval of the Federal Maritime Board. 

The existing appropriation language has been interpreted as providing an 
option which was not consistent with the basic act: that of either depositing these 
“dipback”’ payments in the special reserve funds, or retaining them in the opera- 
tors’ general funds. It is believed that this option was never intended and this 
proposed language amendment has been recommended to eliminate any ambiguity 
which may arise concerning these deposits. The proposal is consistent with the 
intent of the Merchant Marine Act, 1936, as amended, and insures that payments 
of withheld subsidy will be used only to further the purposes of that act. 

The second recommended change increases from 1,847 to 2,000 the limitation 
on the number of voyages on which the Federal Maritime Board is authorized to 
obligate the Government to pay subsidy in any one calendar year. The Presi- 
dent’s budget for 1956 contains new appropriation language for operating-differ- 
ential subsidies which places a limitation upon the contracting authority of the 
Federal Maritime Board. While the voyage limitation contained in previous 
appropriations acts was a limitation on the number of voyages upon which 
subsidy may be paid for a specific vear and was not restrictive on the long-term 
obligating authority of the Board, the proposed language completely changes this 
approach and places a limitation in the form of a maximum number of voyages 
which may be contracted for by the Federal Maritime Board, for the current as 
well as the ensuing years, subject of course to annual review of the limitation in 
the budget process. 

The amendment transmitted increases the maximum from 1,847 as recom- 
mended in the President’s budget for 1956 to 2,000. This number gives recogni- 
tion to additional applications for subsidy contracts which have already been 
received and those now currently under discussion, and which were under discus- 


sion at the time the new form of limitation was under consideration. This pro- 
posed increase would give the Federal Maritime Board flexibility in awarding 
contracts for services which would best promote the objectives of maintaining and 
modernizing our merchant marine, but would for the first time place a limitation 
on the Federal Maritime Board’s contracting authority. 


SALARIES AND EXPENSES 


We are continually exerting all possible effort in tightening of our administrative 
operations. While it is our belief that the staff today is giving better and more 
efficient service in meeting its obligations in the maritime field, we cannot overlook 
the fact that one of the most serious problems with which we have had to contend 
is the lack of sufficient funds to maintain a staff numerically adequate for admin- 
istration of our programs. 

While we have succeeded in liquidating some of our backlogs of work and have 
accomplished substantial savings through reorganization and reassignment, there 
are some areas where the lack of personnel just will not permit the performance 
of the work on an entirely satisfactory basis. It is urgent, therefore, that the 
minor increases we have requested for administrative personnel be given favorable 
consideration. I refer particularly to the need for cleaning out the backlog of the 
old War Shipping Administration accounts dating back to the period of World 
War II, the requirement for more complete statistical data on maritime labor, 
cargo movements, etc., the serious backlog in mobilization planning for both ships 
and industrial facilities, and the analysis of operating costs of subsidized operators. 
These items are discussed in more detail in the budget justification material. I 
would like to emphasize, however, that the estimated benefits to be derived from 
the modest staff increase requested should be multiplied many times over in direct 
Savings to the Government in the long run. 

_With respect to all of these matters, we are acutely aware that our responsi- 
bilities toward the national defense, the merchant marine, and the financial 
interests of the Government require more complete staff work. Under the 
limitations imposed during the current fiscal year, however, it is not possible to 
assign more staff to these important activities. The modest increases proposed 
for this purpose will aid in the proper discharge of our responsibilities. 
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SHIPYARDS, WAREHOUSES, AND RESERVE TRAINING STATIONS 


_ During the past several years only very limited funds have been made availab| 
for upkeep and maintenance of our various Government-owned laid-up maritime 
facilities. This has resulted in the continual deferral, year after year, of maip. 
tenance work to the extent that accelerated deterioration of Government property 
is occurring and will increase if adequate preservative measures are not taken, 
If allowed to continue this will undoubtedly result in an expenditure of greater 
‘amounts of money at a later date due to advanced deterioration, or will require 
needless excessive delays in the activation of these yards during the period of 
mobilization in the event of a national defense emergency. We are therefor 
‘convinced that action should be taken without further delay to undertake q 
program for the correction of the most serious of these conditions. 

To provide funds for these purposes, the budget estimate for 1956 makes 
provision for the performance of a number of projects in the reserve shipyards 
considered to be of the highest priority. I would like to emphasize that these are 
not in the nature of rehabilitation projects, but constitute urgent deferred main- 
tenance and repair. No consideration is being given at this time to those items 
that could be satisfactorily performed on a timely basis at the time of activation 
of the yard. The estimate provides for certain high-priority items at each of the 
yards with the exception of the Vancouver, Wash., yard. Items of this type at 
this yard have been held in abeyance pending successful termination of negotia- 
tions now underway for the renewal of leases on this property. 

More than 50 percent of the increase of $225,700 requested for these reserve 
shipyard high-priority deferred maintenance projects will be required for the 
demolition and removal of piers and ways at the Wilmington, N. C., shipyard. 
These structures are badly rotted and constitute a hazard to personnel, a serious 
potential fire hazard, and in their present condition a potential hazard to naviga- 
tion. The redesign of this shipyard, which has been recently completed, provides 
for a 6-way yard for T—5 tankers instead of a 9-way yard for Liberty ships. This 
redesign involves complete demolition of existing structures to advance recon- 
struction in the event of reactivation. For this reason and because of the existing 
hazard the demolition work proposed for this shipyard is considered to be of the 
highest priority. 

For maintenance and operation of warehouses, practically all of the increase of 
$127,500 requested is for the performance of urgently deferred maintenance work 
at 3 of the 5 warehouses being operated. About one-half of this amount is re- 
quired to replace badly deteriorated roofing and for structural repair of the Nor- 
folk, Va. warehouse. 

Provision is made in this estimate for the continued maintenance and preserva- 
tion of the reserve training station at Alameda, Calif., at approximately the same 
level as in fiscal 1955. The Department of the Air Force on November 1, 1954, 
acquired by permit from the Administration the use of the entire Sheepshead Bay 
Resetve Training Station, therefore no provision has been made in the estimate for 
the maintenance and preservation of this station during fiscal 1956. 


RESERVE FLEET EXPENSES 


As of January 1, 1955, there were 2,093 ships in our 8 reserve fleets. These 
ships are in a varying state of preservation. 

It is our hope that shortly after the end of fiscal year 1955 cathodic bottom 
preservation will have been applied to all ships in our reserve fleets. It was 
necessary, however, to defer starting this program at the Mobile, Ala., fleet due 
to the necessity of reprograming funds for this purpose to two of the Atlantic 
coast fleets at Lee Hall, Va., and Wilmington, N. C., where extensive damage 
occurred to the fleet moorings by Hurricane Hazel and where immediate emergency 
action was required. We have already notified this committee of the necessity 
for out taking this emergency action which has required the submission of a 
supplemental request in fiscal vear 1955 for restoration of the funds utilized for 
this purpose. This request along with a further request for the installation of a 
completely new mooring plan at the Wilmington fleet was transmitted to the 
Congress under Senate Document 29 and is under consideration in the supple- 
mental appropriation request currently before the Congress. 

During the past several vears a backlog of both basic and recurring preservation 
work has been accumulating at all fleets. This backlog has been due to both 
insufficient funds in the past to accomplish the annual required preservation 
workload and to the return of large numbers of ships to the reserve fleets after 
activation for service in the Korean emergency. Although it is important to the 
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proper preservation of the ships that the backlog be liquidated at the earliest 
possible date, we have not considered it feasible to attempt complete liquidation 
of this work in 1 year. For this reason a schedule has been carefully developed 
to permit an orderly liquidation of the backlog over a 2-year period. The funds 
B requested in the 1956 budget will permit liquidation of approximately one-half of 
the backlog with priority given to the most critical items. This long overdue 
preservation work is a most urgent requirement. Further deferment will intensify 
the risk that may result in deterioration of the ships to the point that their value 
as a national defense reserve may be in jeopardy. The frequencies of performing 
recurring cycles of preservation work are set at the greatest intervals possible 
consistent with sound preservation. A Navy Board of Inspection and Survey 
has already recommended that recurring preservation be performed more fre- 
quently, but we believe that the ships will be adequately preserved if sufficient 
funds are provided to maintain our scheduled cycles which are not now being 
maintained. We can approach the desired preservation level only by accelerating 
at this time the liquidation of the currently existing preservation backlog. 

Funds in the amount of $130,000 are included in the estimate for the replace- 
ment of some of the wornout equipment now in use at these 8 fleets. Much of this 
equipment was war surplus equipment which already had considerable wear before 
its acquisition by the fleets. By fiscal year 1950 this equipment had reached such 
a state of wear and obsolescence that an orderly replacement program was pro- 
posed. It has been necessary, however, year after year, to defer these replace- 
ments due to the necessity for applying the extremely limited funds made avail- 
able to the lagging preservation program. It is now imperative that certain 
replacements be undertaken for reasons of economy of operation and to provide 
reliable means of carrying out the preservation program. Our budget estimates 
outline in detail the items of equipment being considered for replacement. 

The estimate also provides for the construction of a permanent shore facility 
for the Olympia, Wash., reserve fleet. This fleet was originally established as a 
temporary site. It was determined in 1949, however, that it would be both neces- 
sary and desirable to continue it as a permanent site when it was found that the 
bottoms of ships could be fully protected in salt-water locations by the cathodic 
method. 

The existing pier, which is inadequate and inefficient, has been frequently 
surveyed and each report indicates that there is to be expected a continuing 
deterioration which will require a continuing expenditure of funds to effect repairs 
to insure the minimum safe use of the pier. A permanent shore installation is 
considered necessary for the most efficient and safe conduct of the fleet program 
at this location. The proposed facilities to be constructed at an estimated cost of 
$250,000 will include a small office building, storeroom, repair shop, and garage 
to be constructed on a wharf at the fleet site. 


MARITIME TRAINING 


The proper role of the Federal Government in training for the merchant marine 
has been under continued scrutiny this past year. You are already aware of 
the action taken to discontinue the upgrade and correspondence training aspects 
of the program previously provided due to lack of active adequate financial 
support and interest on the part of those in the industry directly benefiting from 
such training. 

Furthermore, we have been intensively engaged in reviewing the merchant 
marine cadet officer training program as carried out at the Merchant Marine 
Academy at Kings Point. One of the areas considered was the possibility of 
combining this program with that of the Coast Guard as carried out by the 
Coast Guard Academy. To assist us on this particular subject, the Secretaries 
of Commerce and Treasury jointly appointed a special committee which was 
chaired by Dr. T. Keith Glennan, president, Case Institute of Technology, 
Cleveland, to consider this approach. 

This committee concluded that the missions of the two Academies are sub- 
stantially different. They further concluded that whereas some portions of the 
curricula undoubtedly would be common to the training provided for each group, 
considerable doubt was expressed that a very substantial percentage of the 
curricula could be common for both groups, and emphatically stated that the 
consolidation of the Coast Guard Academy and Merchant Marine Academy 
would be an undesirable action. It seemed obvious to the committee that an 
additional cost would be incurred in a combination of the schools which would 
probably offset any possible savings in plant maintenance that might be expected. 
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We have therefore concluded that the continued operation of the Merchan; 
Marine Academy at Kings Point should be actively supported. 

The budget estimate for 1956 provides for a continuation of this program with 
recognition given to certain areas recommended by the 11th Congressional Board 
of Visitors, which include increasing the entering class to permit the graduation 
of 200 merchant marine officers each year and the need for performing necessary 
high-priority deferred maintenance work on the plant and facilities. 

No funds are requested for aid to State marine schools for fiscal year 1956 
in view of our determination to concentrate our efforts in this field on the cop. 
tinued operation of the National Academy at Kings Point. 


VESSEL OPERATIONS REVOLVING FUND 


The vessel operations revolving fund was established to finance the operation 
of Government dry-cargo ships by private operators acting as agents of the 
Maritime Administration to meet the increased demand during and since Korea 
for shipment of supplies, materials, and other items resulting from the national- 
defense and foreign-aid programs. Vessel operations under this fund which at 
peak consisted of 538 ships has been and is being continually reduced. Only 
very limited operations are currently contemplated for fiscal year 1956 unless 
there is a change in our defense and foreign-aid commitments. In view of pres- 
ent world conditions, it is proposed to retain the basic, financial, and administra- 
tive structure of this fund in a position which will enable rapid expansion of 
shipping services if conditions so require. 

A languaze amendment is being recommended which proposes broadening the 
authority of the fund by making it available for expenses arising out of certain 
ship operating and custody contingencies and by authorizing deposit in the fund 
of certain charter-hire now going into miscellaneous receipts. 

The specific type of expenses contemplated in addition to expenses of general 
agency operation are (1) contingent expenses incident to ship mortgage-foreclosure 
and forfeiture actions, which in 1955 are being met by a specific 1-year appropri- 
ation and no specific request as such is made in 1956, (2) expenses incident to 
deactivation and return of chartered ships to reserve fleets where not otherwise 
provided for in special charters, (3) expenses of custody and husbanding of 
Government-owned ships other than those in reserve fleets, and (4) incidental 
repairs to Government-owned vessels to permit their continued custody either in 
or out of fleets. 

This requested broadening of the base of this fund is highly desirable in that it 
will make the fund available for the payment of expenses of a contingent nature 
which cannot be foreseen and which usually require emergency treatment, and 
upon which it is very difficult to request appropriations in advance. These 
expenses are of the type which can be expected to arise periodically through the 
conduct of the sizable and varied ship operations and custody functions with 
which the Maritime Administration is charged. 

Currently on the basis of decisions of the Comptroller General only certain 
charter-hire receipts are deposited in this fund, the remainder currently going to 
miscellaneous receipts of the Treasury. Under this proposal all charter hire 
would be deposited in the fund which would provide a continuing source of 
revenue to be available for meeting the contingent expenses of the type already 
referred to. 

We are pleased to report to you that we are currently in the process of returning 
to the Treasury $10 million of the investment of $20 million made by the Govern- 
ment in supplying initial working capital for the vessel operations revolving fund. 
We are reserving an additional $10 million of this initial investment for transfer to 
the war risk insurance revolving fund, which transfer was authorized under 
Public Law 253, 82d Congress, and which will be required for the activation of 4 
war-risk insurance program at such time as action of this type is required. 


Mr. Morss. My name is Clarence G. Morse. I am the Maritime 
Administrator, having been sworn in on March 18, 1955. Because ol 
that fact I may not be as fully informed as I should be. 

Mr. Tuomas. Judge, you are an oldtimer. You have been chief 
counsel for some time. 

Mr. Morse. Since June of last year. 

Mr. Tuomas. That isalong time. You are almost anative. What 
is your home State? 
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Mr. Morse. San Francisco, Calif. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Morse. We have three areas we particularly want to touch on 
today. One is operating-differential subsidies; another is ship- 
construction and construction-differential subsidies; and the third, 
but certainly not the least in importance, is administrative expense 
and housekeeping problems. 


SHIP CONSTRUCTION 


Let me mention briefly the ship-construction program as of the 

fiscal 1955 budget. That was for a total of $82,600,000. It involved 
the construction of 2 passenger ships for Moore-McCormack and 
2 for Grace. The Moore-McCormack specifications were put out for 
bids last Friday, and I imagine 75 to 90 days will elapse before the 
bids are received, but we are hopeful those contracts will be in the 
yards before the end of the year. 
’ The Grace specifications for their ships are now in the 12th revi- 
sion, but we are hopeful of having specifications and plans from them 
before the end of May for our approval and subsequently the approval 
of the Defense Department for national-defense features. Here, 
again, we are hopeful that the contracts will be let on those two ships 
before the end of the year. 

In addition there were four Mariners sold to the American President 
Lines that needed conversion to the extent of $3.8 million. The work 
on those contracts is just in the process of being started today. The 
construction-differential subsidy was finally determined on Friday and 
the American President Lines will send a telegram to the yard in- 
structing them to proceed with the work, probably this afternoon. 

Mr. SHELLEY. What yard is that? 

Mr. Morss. Bethlehem in Baltimore. 


TANKER TRADE-IN AND BUILD PROGRAM 


On the tanker trade-in and build program we have 4 tankers now 
in process of construction, 3 by Cities Service and 1 by the Texas Co. 
In addition we have in near stage of completion a contract between 
ourselves and Esso for the construction of 2 tankers; and negotiations 
are proceeding with American Oil Co. for 1 tanker and Gulf for 1 
tanker, making a total of 8. 

_ That is about all we can build under the 1955 appropriation, because 
it was necessary for us to use $3.8 million of the $26 million tanker 
money for the APL Mariner conversion job. 


CONVERSION OF LIBERTY SHIPS 


For the conversion of Liberty ships we had $11.1 million available. 
The work on the conversion of one Liberty ship to diesel is in hand. 
Also, the work on one Liberty ship which will be powered by a steam 
turbine engine is in progress. In addition, we have two Libertys 
which will be powered by gas turbine engines on which the contracts 
for the powerplants have been let but the contracts for the work on 
the ships itself have not been let but will be before the end of this year. 
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REPAIR PROGRAM 


On our repair program, we had a $25 million authorization for th 
years 1955 and 1956. We received an appropriation of $12 million 
for 1955. We have already allocated contracts aggregating $5.5 mil. 
lion on this item for:a total number of about 55 ships. Before th 
end of this fiscal year we hope to have approximately $3 million mor 
of that appropriation committed, covering a total of 89 or 90 ships, 


SHIP CONSTRUCTION—1956 PROGRAM 


In 1956 we are requesting a total of $102,800,000 for ship construe. 
tion and construction differential subsidies. One of these ships will 
be an additional conversion of one of our laid-up ships which will be 
converted with a modified gas turbine propulsion plant. I say modi- 
fied because with continuing progress in this work, modifications may 
be required in the powerplant. That will cost $3,200,000 plus ap. 
proximately $200,000 for charges by a design agent for design ex- 
penses. 

DEVELOPMENT OF GAS TURBINE POWERED TUG 


In addition, we are asking $450,000 to enable us to build a tug to be 
powered by a free piston generator gas turbine with all the controls in 
the wheelhouse. 

AMERICAN PRESIDENT LINES 


In addition, we are asking $14 million for construction subsidy for 
2 combination cargo-passenger ships to be used by the American 
President Lines in their around-the-world service. This, by the way, 
is a part of the operating-differential subsidy contract which American 
President Lines has signed involving a complete replacement of ther 
19 ships during the next 10-year period. Work is already underway 
on the 4 Mariners in 1955, but this will be the next step, and in 
addition they have 2 more combination ships which we hope to 
have in the yards, assuming we get the appropriations, before the end 
of fiscal year 1956. 


CONVERSION OF MARINERS FOR OCEANIC STEAMSHIP CO. 


We are also asking in this part of the appropriation $11,300,000 for 
construction subsidy to aid in the conversion of two Mariners for the 
Oceanic Steamship Co. These are combination ships which will be 
used to carry passengers and freight from the Pacific coast to Australia. 
The plans of Oceanic, by the way, are pretty well finalized. They 
have put out specifications for bids, and the bids were opened 4 or} 
days ago. There is some question as to whether Willamette, on the 
west coast, or Maryland Dry Dock is the low bidder, but we are prv- 
ceeding rapidly with the program of converting these two Mariner. 

Mr. SHetiey. May I ask a question? 

Mr. Tuomas. Yes. 

Mr. SHetitey. Was there much difference in the bids? 

Mr. Morse. Approximately $1 million on the fixed bid price, bu! 
if you add 6 percent for the west coast differential, Willamette would 
be on the low side. Willamette did not bid on an adjusted price basis, 
so it will be difficult to determine who is the low bidder. The problem 
is being studied. 





411 


Mr. SHELLEY. And the act allows you to take into acceunt the 6; 
percent differential for the hauling of material? 
Mr. Morss. It does not allow, it directs us. 


RECONDITIONING VESSELS FOR THE AMERICAN PRESIDENT LENES 


We have requested $200,000 for additional reconstruction work on 
the vessels President Cleveland and President Wilson. Actually, that 
will be on the low side, because they have come in for additional 
conversion work which will bring the aggregate on our part to about 
$450,000. We are planning to pick up that difference in our total 
appropriated funds involving conversion and construction work 
generally for 1956, if the Board finally approves subsidy for these 
changes. 

TANKER TRADE-IN-AND-BUILD PROGRAM 


We are again asking for an appropriation for our tanker trade-in-and- 
build program for the next fiscal year in an amount similar to what we 
had in fiscal year 1955. We are continuing to receive inquiries from oil 
companies interested in trading in tankers on a trade-in-and-build 
program. Some of these new tankers are to be 18 knots or better, 
built by commercial operators to meet their own specifications. 
The Texas Co. is one example. Some of the other operators, their 
historic speed is less than 18 knots and they are asking the Government 
to pick up the excess above their historic speed, as a defense feature. 

We are asking $23 million to aid in the building of approximately 
10 new tankers by private account against a trade-in of about 20 
older type good tankers. 


CONSTRUCTION SUBSIDY FUNDS FOR CARGO SHIP REPLACEMENT PROGRAM 


We are also asking that we receive construction-subsidy funds in 
the amount of $23,450,000 for our cargo ship replacement program. 
We are jumping the gun a little on this, and I say that advisedly. 
We have confronting us in the early 1960’s an obligation to replace 
80 percent of our active merchant fleet. They will become 20 years of 
age in the early 1960’s. We are in the process of discussing with the 
subsidized lines and others the initiation of an early replacement pro- 
gram because obviously if we have to replace 80 percent of our entire 
operating fleet in a period of 4 or 5 years, the yards will just be 
swamped with work and we have insufficient ways at the present time 
to accommodate that work. Therefore, we are asking them to advance 
some of the work and put some of it into the hands of the yards at an 
early date rather than waiting until the last moment. 

This request of $23,450,000 is for 5 ships and contemplates that 2 of 
those 5 ships will again be built by the American President Line be- 
cause they have committed themselves to start work on 4 combination 
ships in their round-the-world service before the end of the fiscal 
year 1956, and only 2 of them have been specifically provided for in 
this 1956 budget. 

The other three are unallocated at the present time, but I do not 
anticipate any real problem in finding people who will, use the funds 
for their replacement programs. 

In addition, we are asking $23,500,000 to build 3.pretetype ships for. 
mobilization in case of national-defense needs. These are ships we. 
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have designed in our own office. Two of them are cargo vessels an( 
one is a tanker. 

Mr. McMullen has some renderings of these ships if the committe: 
would car to see what we have planned, if that would be of any aid. 
What is your thinking on that? 

Mr. Tuomas. Let us see what they look like. 


ADMINISTRATIVE EXPENSES 


Mr. Morsg. While he is getting these renderings, I might add tha: 
in this aggregate of $102,800,000, we are asking for $2,350,000 for 
administrative expenses for the life of the program. This figure is 
higher than the figure in the fiscal year 1955 program for the reasop 
that we have more vessels in the 1956 program, and the second and 
most important reason is that three of these vessels, the prototypes, 
will be built for Government account and we will need the additional 
funds not only for design work, but for full supervision of the vessels 
during construction. 


INCORPORATION OF STANDARD DESIGNS IN VESSEL REPLACEMENT 
PROGRAM 


Mr. McMutten. In approaching the entire replacement program, 
Mr. Chairman, we decided no one ship would fill the requirements of 
all the operators. As a result, it is necessary to incorporate in the 
vessel-replacement program standard designs which would cover the 
widest range of requirements by the American merchant marine. 

In order to accomplish this, we also realized that left to their 
individual devices, that is, with each operator going out and designing 
his own ship, the future merchant marine might turn out to be 1 
haphazard one with limited utility, both commercially and militarily. 
As the result, we designed four sizes of dry cargo ships and coordinated 
the design with the Defense Department so that we could have 100 
percent commercial utility ships, but including those military charac- 
teristics which did not interfere with the commercial characteristics of 
the ships. 

For example, the military would like wide and long hatches. We 
did this very easily and put them into the ships and used pontoon 
sections in the ’tween decks so they would suit the requirements of the 
commercial operators. 

We contemplate no sheer, no camber. In other words, we approach 
the entire replacement problem on the basis that standardization 0! 
ships would not only result in a tremendous decrease in cost, but also 
improve the mobilization potential of the shipyards and the procure 
ment of components. 

In addition, it is in the design of the ships that the future operating 
subsidies are somewhat determined. If the design is not basically 
correct, naturally the operating costs and therefore the subsidies are 
going to be higher at a later date. 

Mr. Tuomas. You are Chief of the Office of Ship Construction and 
Repair? 

Mr. McMutten. Yes. 

Mr. THomas. You have had some Navy experience? 

Mr. McMutten. Yes. I was in the Navy from 1935 until 1953, 
sir. 





19 


an 


Sy 


413 


Mr. Tuomas. And you are an Annapolis graduate? 

Mr. McMutten. Yes. I graduated from the Naval Academy in 
1940. I graduated from MIT in 1945. 

Mr. THomas. When did you leave the Navy? 

Mr. McMutten. In 1953. 

Mr. THomas. Were you in the Bureau of Ships? 

Mr. McMutuen. Yes. I was in the Bureau of Ships. I was called 
an engineering duty officer in the Navy. 

In addition to MIT, I did my doctor work in Switzerland at the 
Swiss Federal Institute of Technology. 

Mr. THomas. What was your rank when you left the Navy? 

Mr. McMutuen. Commander, sir. 

As the result, we approached the problem of using a standardiza- 
tion of the design. In addition to fixing the design and the character- 
istics, we also recognized that each operator had peculiar requirements 
for his own individual trade, so as a result we left the outfitting of 
the ship with the flexibility in it. 

For example, the number of deep tanks we would require, the 
amount of refrigerated cargo that we would require, but the hull and 
the machinery components are basically according to the standard 
design. 

Each of the ships we designed in two versions; what we call the 
austerity version and what we call the commercial version. 

Mr. Tuomas. Who designed the ships? 

Mr. McMutten. We did, sir, in the Office of Ship Construction. 
We have been working on the project since last August. We have 
included 2 sets of plans and specifications, 1 to cover the austerity 
version and the other to cover the commercial version. 

The idea of the austerity version is that during war the most valu- 
able thing is manpower, so we cut all the standards of the ships. 

For example, we cut the deckhouse, we cut the type of cargo- 
handling gear, then we cut the performance in the machinery. We 
meluded five different types of propulsion plants, so we would have a 
selection on a mobilization basis. 

As the result of this planning we came up with four types of dry- 
cargo ships. 

The smallest of the dry-cargo ships is the Island class and it is a 
replacement for the C-1MAV-1 design, which performed so creditably 
during the last war as an interisland carrier. It is a small ship having 
a speed characteristic of either 14 or 16 knots depending upon the 
installed horsepower. 

Mr. THomas. What is the tonnage? 

Mr. McMutten. The tonnage on this particular one is 5,000 tons 
deadweight. The characteristics are, length between perpendiculars, 
350 feet with a beam of 57 feet. The draft is 21 feet, and as I men- 
tioned, the deadweight is 5,000 tons. 

The smallest three of these designs, in addition to being outstanding 
oreangoing ships, are also suitable for use in the St. Lawrence Water- 
way in the event oceangoing ships are used in the waterway. The 
concept has not quite been filled yet, but it will probably develop 
that the oceangoing ship, in order to get around the transfer of cargo, 
will go the whole distance into the lakes. If that is the case the 
three smaller of the ships, the Island class, the Freedom class, and 
the Clipper class will fit into the St. Lawrence Waterway. 
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Another one of the characteristics we built into all these ships was 
the clear height under the girders in the holds in the ’tween decks, 
which suited the military requirements, like two Army containers 
require clearance in the hull of 14 feet. 

We have checked each design out with the Defense Department 
and have incorporated all their suggestions which do not interfere with 
= commercial utility of the ships. This was the smallest of the 
ships. | 

Mr. SHevtiey. You have said several times that you have incor. 
porated the suggestions of the Department of Defense in the ships 
and that you had discussed the planning with them. 

Were there discussions held with any committee of industry or 
with some of the various operators to obviate the possibility of 
getting into the situation we found ourselves in with the Mariners? 

e built 35 fine ships, but many of the operators have been reluctant 
to purchase the Mariners because they did rot meet their specific 
route requirements. 

Mr. McMututen. Mr. Shelley, you know it is very difficult to 
obtain uniform opinion within the industry. Not getting into a 
discussion about the Mariners right now, I will tell you what is 
being done about the new designs. We are discussing these designs 
with industry at all times, and we have sent out each one of these 
designs. We have sent them to every representative steamship 
company in the United States, and every representative committee 
involved in the steamship industry. 

What we are doing, as soon as they send the comments back on one 
design, we forward them the next design for their comments on that 
one. 

At the present time, I believe that we have distributed somewhere 
in the vicinity of 80 different sets of plans and specifications through- 
out the industry. 

Mr. SHetuey. And that leads me to this question: Having done 
that, you again are incorporating in your plan a program that will 
make them easily and cheaply adaptable for these needs at a lower 
conversion cost then we find that we might get on the Mariner? 

Mr. McMut ten. Definitely. As you know, the requirement of 
each individual operator differs severely. In fact, they differ within 
the organizations themselves. It all depends upon whom you are 
talking with.. What we are trying to do is the result of past experience 
and accept the comments and the criticisms that are constructively 
good and incorporate them in the ship. 

Mr. SHetuey. That is good. 

Mr. McMutuen. You know the Maritime has had a great deal of 
experience in reviewing the overall designs of ships. As a matter of 
fact, the best ships in the world today are those designed by the then 
aa Commission. They are the C type, Victorys, and s0 
orth. 

The next ship in this series, and this is the one which will be involved 
in the mobilization program in the greatest number, is the replace- 
ment for the Liberty ship. We have the Freedom class here. That 
was one of the nontechnical aspects of this development, selecting 
the names. Sometimes we feel that seems to be more important 
than the ship itself. 
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Actually, the Freedom class is a replacement for the C-1B. One 
of the compromises in the design is the fact that we had the lines 
developed for an optimum of somewhere around 17 knots, which 
would permit us to install horsepower to drive the ship at either 16 
or 18 knots. This was incorporated in order that, in the event of 
mobilization, or depending upon the individual requirements of the 
operator, we would have some flexibility insofar as speed is concerned. 

As you notice in these designs, in the smallest of the three dry-cargo 
ships, we have gone to placing the machinery aft. It is a modern 
concept of taking the best utility of the center portion of the ship 
where you have large square hatches and relegating the machinery 
to the undesirable sections. In these ships, since they are higher 
speed, the lines aft are much finer and the space is not conducive to 
good cargo handling. We have put a good deal of emphasis on the 
cargo-handling gear. 

The optional powerplants which will fit in this particular ship are 
namely, the steam turbine, the geared diesel, the diesel electric, the 
free piston, and the gas turbine. 

This is one of the designs which are incorporated in the present 
budget which Mr. Morse is presenting to you today. 

It will also serve as one of these in the replacement program in the 
event one of the operators decides this is the size ship that he would 
like to build. 

Its characteristics are, 417 feet on the waterline, a beam of 65 feet, 
and a draft of 26 feet 6 inches. 


NEED FOR CONSTRUCTING ADDITIONAL SHIPS 


Mr. Tuomas. May I interrupt you? What are you going to do 
with those 25 Mariners that you have laying up? Are these ships 
any better? 

Mr. Morse. We think we can sell those. 

Mr. THomas. We have listened to that talk year after year. You 
have 25 of them, and we had Admiral Cochrane, who was then occupy- 
ing the spot you are in now before us. He was Chief of the Bureau of 
Ships for the Navy Department. He was trained by Vice Admiral 
Robinson and the Navy has not produced any better ship construction 
man than he. He built the fleets in World War II. Now comes in 
this crowd that is going to throw them all out and build some more. 
You are going to show where Admiral Cochrane and that crowd were 
dead wrong and that these ships are superior to them. The Navy ap- 
proved the Mariner. Now you say that the Navy has approved these 
for national defense, and so forth. 

Instead of talking about all these technical points, you better 
explain it so a group of laymen can understand the difference. 

Mr, McMutten. In the first place, our original assumption on this 
was that no one ship could fulfill the requirement of the entire mer- 
chant marine, and by that no one size ship is satisfactory because the 
trade requirements are different. 

_ Mr. Tuomas. That being true, why has not the Maritime Admin- 
istration absorbed the other 25 Mariners? 

Mr. McMutten. In what way? 

Mr. Tuomas. By getting them out in the trade, either by charter 
or by selling them. 
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Mr..McMuttsn. The problem of the Maritime Administration js 
twofold. We have an operational problem and a constructional 
problem. 

Mr. Tuomas. Mr. Commander, I have been hearing this crowd for 
10 years. 

Mr. McMutten. But the present problem is in ship construction, 
As you know, it is essential that industry keep up with the latest 
developments in ship design. In the event of mobilization the 
Mariner is a high-class ship. The man-hours required to build that 
ship are such that you could not fulfill the mobilization requirements of 
the Nation based entirely upon Mariners. It is necessary in order for 
preparation in the event of mobilization to have standard type designs 
and complete sets of working plans available at the instant that 
mobilization occurs. 

For example, in the last war, we had none available. We built over 
3,000 different ships. 

Mr. Tuomas. Well do I remember that. 

Mr. Morse. Mr. Chairman, we have had considerable interest in 
the acquisition of additional Mariners by private operators. The 
Pacific Far East Line has indicated interest in getting additional 
Mariners, and the States Marine Line has indicated they might buy up 
to eight of them. I have no real fear that we will be unable to dispose 
of them. 

Mr. Tuomas. They really have been available now for about 2 
years. What are they waiting for—how much discount? 

Mr. Morse. No discount other than the annual depreciation which 
is shown on our records. 

Mr. McMutten. Is it essential that we dispose of the Mariners 
before we build another ship? That is the problem. After all, we 
have a reserve fleet. The Mariners happen to represent the best we 
have in that fleet from a military standpoint. 

Mr. Tuomas. How many have you built since the close of World 
War outside of the Mariners? Only six, if my memory serves me 
correctly. 

Mr. McMutten. In addition to the Mariners? 

Mr. THomas. Yes. 

Mr. McMutten. Approximately that, but as you know, after 
World War II we had a great many ships available. They sold 
many hundreds by the Ship Sales Act of 1946. At that time we had 
a surplus of ships on the market. The problem today is the fact we 
are now approaching our block obsolescence. Our fleet is coming to 
this point at one time, since they were all built within a relatively 
short period of time. 

Mr. Tuomas. To be accurate, you are not approaching it; you have 
passed it by 3 or 4 years. 

Mr. Morse. No; not on the 20-year life of the ship. They. were 
built commencing between 1940 and 1945, most of them. 

Mr. Tuomas. About 2,000 of your fleet are the very slow type, the 
Liberty type? 

Mr. Morse. Yes; about 1,400 of them are Liberty ships. 

Mr. McMutten. But they are not in service today. 

Mr. Tuomas. They are in your laid-up fleet? 

Mr. McMutten. Yes. 

Mr. Tuomas. They are 8-knotters? 
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Mr. Morse. Between 9 and 10 knots. 

Mr. Tuomas. How many Victorys do you have? 

Mr. Morse. Fourteen hundred of the Libertys are in the laid-up 
fleet, and about 250 Victory ships. 

Mr. Tuomas. What do they do, 12 or 14 knots? 

Mr. Morse. The Victorys are 14 and some 16. And they are 
still suitable for defense purposes. 

Mr. McMutten. Hindsight is always a wonderful thing. But the 
difference in this program is that we do not intend to build a large 
series of these for Government account. It is necessary in this par- 
ticular situation in the marine industry for the Maritime Adminis- 
tration to lead the industry and also to strengthen the mobilization 
of the country. We can do that and save millions of dollars if we 
can build a design and type of ship that the Government wants and 
at the same time one that will serve the purpose of the operators. 

These ships, the majority of them, will be built by the operators 
themselves under section 504 of the Merchant Marine Act, the con- 
cept of private financing, and as a result you will have a new merchant 
fleet at a minimum cost to the Government. 

Mr. CLEVENGER. A great many of these Liberty ships are now 
11, 12, and 13 years old. 

Mr. McMutten. Yes. 

Mr. CLEVENGER. Are you still running on your 20-year concept? 
Is that the useful life of a ship? 

Mr. McMutuen. Yes. 


LIBERTY SHIP CONVERSION AND ENGINE IMPROVEMENT PROGRAM 


Mr. CLEvENGER. To a landlubber and to a fellow from the Corn 
Belt, I wonder why we want to spend $3,500,000 rebuilding. I was 
instrumental in holding down the number of ships. 

Mr. McMututen. I believe that you are referring to the Liberty 
ship conversion and engine improvement program? 

Mr. Cievencer. That is right. 

Mr. McMututen. That has two concepts. The first was that of 
checking the feasibility, both economically and technically, and then 
deciding whether or not it was feasible to convert the existing 1,400 
Liberty ships that we had in our reserve fleet. 

Mr. CLievenemr. That is why I tried to hold it down to the number 
that you have. You remember, Mr. Preston. They wanted to take 
30 or 40 of them. 

Mr. McMutten. It had to be developed to see what the relative 
costs are of converting a Liberty ship with a 6,000 horsepower propul- 
sion plant as opposed to the economics of constructing a new one. 

Mr. CLEvENGER. Where you have to make a change in the lines of 
all of them to keep them from plowing their noses under the water. 

Mr. McMutuen. We are presently doing it. 

_ The second phase of the program was in the engine development, the 
improvement part of it. As you will recall, funds were granted and 
the program is underway of installing in two of the Liberty ships a 
gas turbine and free piston engines. Both of these are further ap- 
proaches to the machinery in the ships. They hold the promise of 
not only improving the performance of the ship, but serving to decrease 
the capital cost of the investment. Actually that program is going 
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along very well, and I think it is one which not only you, but everyone 
else associated with the American merchant marine, will be proud of. 

Mr. SHeuuey. If some of the experiments on “modernizing” the 
Liberty prove out, one of the results obtained will be that you wil] 
then have a method by which, from experience, you can shorten the 
time in modernizing other Libertys in the event of a national emer. 
gency or serious war situation giving us a much shorter time than it 
would take to build a big supply fleet, is that not so? 

Mr. McMutten. Yes. 

Mr. SHELueyY. Secondly, in view of the 20-year life of a ship, in 
putting in new propulsion machinery and in some cases changing the 
design and the stresses and the strains, is it not also possible that 

ou will pee new strengthening beams in, and you may extend the 
ife of a ship over the vessels remaining life, if it were left in the con- 
dition it is now in? 

Mr. McMutten. Yes. 

Mr. SHevuey. The usual life of the ship would then be extended? 

Mr. McMutten. Actually, it is an effect which will occur. On 
these 4 ships we are lengthening 3 of the ships. One ship is going to 
have the original length with the 6,000 horsepower. 

Mr. CLEvENGER. I| agreed with that. I did not want to see them 
embarking on a fleetwide rebuilding program. That was talked of 
plenty a year ago. 

- McMutten. Actually the program is now progressing very 
well. 

Mr. Roruscuip. I would like to say this: In our mobilization plans 
the Nation is placing a terrific amount of reliance on these 1,400 
Liberty ships out of a total of 2,100 ships in our reserve fleet. We 
may be very foolish in placing our reliance upon them. It is correct 
to say that a certain number of ships can be used for storage facilities 
and for bospitals and for floating offices, and so on, that do not require 
speed, but many more of them will be required to serve in capacities 
in which speed will be a factor. We better find out as a Nation 
whether we are sound in placing reliance on those old wornout ships 
which were obsolete the day they were built, or whether we can do 
something with them. 

Mr. Preston. You are going over the same thing that we have 
already gone over, and Mr. Clevenger approved. 

Mr. Roruscuiup. Yes, but this has nothing to do with that concept. 

Mr. Preston. We better stick to what the budget calls for because 
that is water over the dam. I think that Mr. Clevenger and the 
rest of the committee will be proud of this. To what extent have 
you completed remodeling and reconversion? 

Mr. McMutten. The first two ships, the steam conversion and 
the diesel engine conversion, the geared diesel, are presently under 
conversion, one in New York and one in Baltimore. 

Mr. Preston. None of the four has actually been tested? 

Mr. McMutten. No, sir. 

Mr. Preston. How now are we going to be proud of them? 

Mr. McMutten. The technical results of these programs will be 
something that has never been done in the industry before. The 
first two ships are going to be completely instrumentated in order to 
actually accurately measure the seagoing qualities of the various 
types of hull forms. The basis of this information is going to be 





419 


used in the design of a new basin, the new model basin by the Navy. 
It is an opportunity that has never been given to the American 
merchant marine before. 

In addition to that, with regard to the gas-turbine development 
we are taking commercially developed gas turbines from the General 
Electric Co. and we are installing a complete powerplant in the ship 
at a cost which would be less than conventional steam equipment. 
If, for example, the gas turbines prove as successful as indications 
now point, it may be possible to reduce the operating personnel inso- 
far as the engineroom is concerned, and the effect on the future insofar 
as operating subsidies are concerned is going to be a tremendous one. 
It is going to definitely result in a decreased cost to the Government 
in addition to making a much better ship. 

Mr. Preston. You are making these positive statements despite 
the fact that you have not tested either of the four. 

Mr. McMutuen. There is no question, sir, as to the fact we are 
going to have difficulties in the initial testing and in the ‘“‘teething”’ 
problem of any new type of propulsion. But in approaching a tech- 
nical problem we have to use a certain amount of engineering experi- 
ence and judgment, and you can usually tell in advance when it is 
going to be successful and when it is not. I will make a positive state- 
ment—these two engines are going to be successful. 

Mr. Preston. You are as optimistic as Orville Wright, Robert 
Fulton, and Thomas Edison all combined. 

Mr. McMutten. This [indicating] is one of the dry-cargo ships 
which is included. 

Mr. SHELLEY. You mentioned the cargo-handling gear. 

Mr. McMutuen. This cargo-handling gear is the gear developed 
in the Maritime Administration called Ebel gear. 

The next ship in the replacement program is the Clipper class. 
This is designed as C-2 replacement. It isan 18-knot ship. It has a 
deadweight capacity of 10,800 tons. Horsepower, 11,000. Speed, 
18 knots. Again the machinery is aft, and again the same concept of 
having refrigerated cargo in the after portion of the ship. Finer lines 
= ice-strengthening in the bow and large holds and height under the 
girders. 

The final one of the dry-cargo ships is the largest of the series and it 
is called the Seafarer. This has a cubic displacement of 760,000; 
horsepower, 12,500. Speed 18 knots. 

These four ships are going to come to the more or less standard 
design for the vessel replacement program with the construction 
subsidy funds being requested. 

Mr. THomas. at is the deadweight tonnage? 

Mr. McMutten. 13,480. 

_Mr. Tuomas. What is the difference between that and the Mariner? 
You are getting close to it. 

_Mr.McMutten. Yes. The difference principally is in speed. This 
is 18 knots versus 20 knots. 

Mr. Horan. The other ones you showed had the engines in the 
aft part of the ship. You have the engine in this one in the center. 

Mr. McMutuen. It was an optional point. For the first thing, 
this is a larger ship and it has more horsepower. Since it is a fast 
ship, the lines aft are rather fine, which would indicate we need a 
very long engineroom space aft. We felt in the event that it became 
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ary to expand the horsepower, increase it a certain amount 
the event of 4 desire for more speed under special conditions, it wou 
be easier to do it with the machinery amidships. The other co 
sideration was the problem of cargo handling. It is such a larg 
ship with such a mass of cargo coming out, the operators felt thy 
they would like to have a little separation between the forward an/ 
aft hulls. These were the sitpicieh reasons. 

It would have been possible to go to machinery aft but we fe 
this made a better ship for those reasons. 

So the two ships actually in the budget are the Clipper and tly 
Freedom class. In addition we also include a T—5 tanker, which is; 
design which was the result of the cooperation between the Maritim) 
Administration and industry. , 

We took the three leading naval architects directly associated wit) 
private oil companies and went into a ship we call the Pipeline class 

In this ship we have incorporated certain national defense features, 
These features include such items as steam capacity, heating capacity, 
for fueling at sea at 15 knots; it has ice protection, splinter protec. 
tion, 20-knot speed, and additional generator capacity; it has de. 
gaussing trunks built in the ship and as a result it is what we consider 
highly desirable as a defense-type tanker. It has a deadweight ca- 
pacity of 22,250 tons, and it has a speed of 20 knots with an installed 
shaft horsepower of 20,000. 

The length of this ship between the perpendiculars is 595 feet. 
The beam is 80 feet and the draft, full load, 34 feet 9 inches. 

Those three ships constitute the ships which are in the budget. 

In addition to those, the other 2 which you have not seen, and are not 
in the budget we have included in the 7 designs of the Maritime 
Administration. 

In order to have a complete story, we have incorporated a bulk 
carrier as a result of the President’s Materiel Policy Commission 
reporting that the imports into the United States of raw materials 
were to increase from about 15 million long tons last year to about 
75 million long tons in 1975, and it would become necessary to increase 
the number of bulk carriers operating under the American flag. This 
is our concept of the type of ship that will be required. It is not 
included in this year’s program, but it is something we hope to en- 
courage for the future. 

The final design in this series which we have included is the roll-on, 
roll-off type of ship which is available for coastal purposes. This is 
the concept that you have heard publicized by such applicants as 
Mr. McLean, but this is the design we worked out in the Maritime 
Administration in order that we would have a ship which would not 
only be highly desirable from a commercial standpoint but also useful 
in time of mobilization. 

For example, a number of these ships should be available for the 
complete loading of a division of armored vehicles. We have five 
port loadings and some existing facilities could be used to a limited 
extent. This is the type of ship which we hope will get underway 
next year as soon as construction from various applicants in the coast- 
wise trade is received. 

That completes the series of ships. 

Mr. Morsz. I have not yet finished all of my presentation, if you 
wish me to proceed. 
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CHANGE IN BUDGET PRESENTATION 


Mr. Preston. Let me ask this question: This is a little different 
resentation, budgetwise, than has been given heretofore. Is it the 
esult of some reorganization plan, or some plan that you people have 
lecided upon yourselves? 

Mr. Morse. We have a prepared statement which has been sub- 
mitted to you, but I thought we could abbreviate it very substantially 
y just highlighting the main areas. 

Mr. Preston. I am speaking about the way you presented it in 
the committee print. You have consolidated a number of items under 
one heading, it seems to me. 

Mr. Morss. As I understand, this submission that you are referring 
to is page 81 of your subcommittee print. As I understand from 
Mr. Nichols, the language in this submission for ship construction is 
the same or substantially similar to the language in the 1955 
submission. 

Mr. Nicnouts. That was the supplemental for the 1955 ship con- 
struction program. This language follows the supplemental that we 
had for this current year. 

There are additional items not in that program last year. The 
language follows the same text. 

Mr. Preston. Last year you had different language. You had 
administrative expenses separate, and maintenance of shipyards as a 
separate item, and reserve fleet expenses. 

Mr. Nicwous. You are talking about the salaries and expenses 
appropriation? 

Mr. Preston. Yes. 

Mr. Nicnous. I misunderstood your question. There is a change 
in that.. It has been requested in 1 consolidated salaries and expense 
appropriation rather than 3 separate limitations for salaries and 
expenses. That is a change from last year. 

Mr, Preston. Proceed, Mr. Morse. 


RESEARCH AND DEVELOPMENT 


Mr. Morse. In our ship construction program, we have in the 
aggregate, $102,800,000. Included is an item of $5 million for a 
research and development program. I have already spoken about 
the Liberty ship conversion item and the design agents cost aggre- 
gating $3,400,000 of the $5 million. 

In addition, we have an item of $800,000 for cargo-handling devel- 
opment and research. We believe that material improvement can 
be made in cargo-handling facilities of the merchant vessels. 

In addition, we have $250,000 for advance ship design and hydro- 
dynamic research. What all of that means, I do not know. We can 
ask the technical men if you are interested in the details. 

Mr. Tuomas. It has been a constant custom for 10 years. 

Mr. Morsg. Furthermore, we have a $100,000 item for ship 
structure research and $450,000 for a gas turbine powered tug. 

Along the lines of this research and development, it is interesting to 
note that today the President in a speech in New York stated that— 


* * * we have added to the United States program for peaceful uses of atomic 
energy an atomic-powered merchant ship. 
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The Atomic Energy Commission and the Maritime Administration are now 
developing specifications. I shall shortly submit to the Congress a request for 
the necessary funds, together with a description of the vessel. 

That is not what we have in mind here in our program for future 
development and research, but it is an indication of the type of things 
that we want to move into. We are not moving into the atomic 
development in this particular phase here, but there are many im- 
provements in ship design, propulsion and hull design provided for 
in this budget. 

Mr. Tuomas. You certainly ought to go into it. The Navy is in it. 

Mr. Morse. We had a request in the 1955 budget for $1 million‘as 
I recall, for money for research in atomic development and it was 
eliminated from the budget. It did not get to the budget level, even. 

Mr. SHELLEY. You mentioned it as being the basis of a probable 
future request; is that the point? 

Mr. Morsg. Yes. 

That pretty much covers what we had in mind on our ship replace- 
ment problems. 

Now, on our operating differential subsidy —— 

Mr. Preston. Before we move to that, I think that we better see 
if there are not some general questions on this ship construction and 
some of these other things now included within this category. 

You do not have any Sieintings concerning the Maritime Academy. 
Normally that would be carried under a separate appropriation. 

Mr. Nicuots. A separate appropriation; yes. 

Mr. Preston. The administrative expenses, how are they handled 
in this presentation? 

Mr. Nicuous. Under the salary and expenses appropriation, in- 
cluded as an activity, but not under specific limitation in the appro- 
priation request. Administrative expenses directly related to the new 
ship construction program are included under the ship construction 
appropriation. 


SHIP CONSTRUCTION REQUIREMENTS TO MEET AN EMERGENCY 


Mr. Preston. With reference to ship construction, has the Board 
ever made any determination just what is needed in this country in 
order to meet an emergency? 

Mr. Morse. That I think is probably a finding made by the Na- 
tional Security Council. I think Captain Ford here is better in- 
formed on that activity than I. 

Captain Forp. That determination is made by the Department of 
Defense annually, and they advise us as to the number of ships which 
they consider a minimum to our national-defense requirements. 

Mr. Preston. And have they done so? 

Captain Forp. Yes. 

Mr. Preston. And that considers the laid-up fleet? 

Captain Forp. Yes; and they indicate the shortage in each cate- 
gory, cargo ships, tankers, and passenger ships. 

Mr. Preston. Do you have those figures? 

Captain Forp. No, sir. I say that they have made it. They 
made it a year ago, and we will receive it very shortly. 

Mr. Preston. How can you justify a ship construction program to 
Congress when you do not know what the requirements of the National 
Security Council are? 








re} 





423 


Captain Forp. They are based upon the latest figures that we have, 
and they do not change apt tibly from year to year. They are 
based upon the Joint Chiefs of Staff’s planning. 

Mr. Preston. Where are those figures? 

Captain Forp. They are in the Defense Department. 

Mr. Preston. You have to have them to guide your Board with 
regard to what request you will make of Congress, is that not true? 

Captain Forp. Yes. 

Mr. Preston. We would like to have the figures. 

Captain Forp. All right. 

Mr. Preston. When may we have them? 

Captain Forp. Tomorrow, sir. 

Mr. Preston. We would like to have them at 10 o’clock in the 
morning. 

Mr. Morse. You appreciate these three ships that we are asking 
as prototype ships, those are just preliminary ships to determine their 
seaworthiness and suitability. 

Mr. Preston. I understand what the word “prototype” means 
fully, but this committee must know something about the needs as 
determined by the National Security Council in order for us to have 
some check on how near in keeping the requests of the Maritime 
Administration are in line with their recommendations. 

Mr. Morse. We will supply that information. 

Mr. Preston. May we return to this subject a little later? We 
will pass it up for the time being and take up the item of the operating 
differential subsidies. 


COST OF SHIPS IN CONSTRUCTION PROGRAM 


Mr. Tuomas. There is nothing in the record on the unit cost of any 
of the ships, where they are going to be built, or anything about the 
tanker program and a few things like that. Mr. Morse was prepared 
to give us a little information on that a while ago. Did you have that 
in your statement? 

Mr. Morse. On the tanker program? 

Mr. Tuomas. Tankers and all of that, your prototypes. 

Mr. Morss. We have that. 

Mr. Preston. I do not want that neglected. I do want to make 
a full record on this question of ship construction. 

Mr. Morse. On these three prototype ships we are asking for a total 
of $23,500,000. For the 2 cargo ships for mobilization purposes, 
we are asking for $13,500,000, and the tanker is $10 million. 

Those are the estimates and are reasonably reliable estimates on 
what the vessels would cost. They would be put out for competitive 
bids and awarded to the low bidder, presumably. 
my rae On what page of the justifications are those figures 

ound? 

Mr. Nicuous. Pages 809, 810, and 811 show the particular ships 
that Mr. Morse has just referred to. 

Mr. SHeutiry. Are these “‘special purpose’’ ships? 

Mr. Morse. The tanker is. 

Mr. Preston. Mr. Thomas, I think, raised the question as to 
where they would be built. 
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Mr. Morss. They will be put out on competitive bids. We wil 
put out bids to all qualified yards and accept the low bid, assuming 
it is responsive and assuming it is within a reasonable figure. | 


OPERATION OF SHIPS TO BE CONSTRUCTED 


Mr. Preston. As to who will operate the ships is a matter for 
determination by the Board? 

Mr. Morse. Yes. We are planning in this budget for authority to 
operate them for the account of the Government. : 

Mr. Tuomas. They are not to be sold, in other words? 

Mr. Morse. No. 

it is not our plan presently to sell the vessels. 

Mr. THomas. Will you operate them on charter? 

Mr. Morse. The probabilities are we will operate them by MSTS 
in lieu of some of their other ships. 

Mr. Tuomas. The man over here talked about industry and national 
defense and industry this and industry that. If these ships are so 
good, why does not industry take them now? 

Mr. Morse. We want to have them built to see if we can have them 
in stock and show them like you do an automobile in a sales agency. 

Mr. THomas. And sell them at 15 cents on the dollar? 

Mr. Morse. We have no such intention. 

Mr. Tuomaés. You will be in a better position in view of the fact that 
you have 25.0f these best ships ever to ply the seas made up in your 
yards and unsold, and you want to build some more under the same 
conditions? 

Mr. Morse. You appreciate, of course, that those 25 Mariners that 
you are referring to, we talk about them as being 20-knot ships, but 
they are faster than that. Personally, I think it is a poor bargain 
for the Government to sell them as 20-knot ships when they are 
actually high speed ships. 

Mr. Tuomas. If industry has been consulted on these prototypes 
and they meet industry’s needs, and we have some of the best that the 
Navy has ever produced and laid-up, I am not sure that this Board 
has any more to offer than the other one did, with all due respect to 
everybody. If you cannot sell those what assurance do you have that 
you are going to sell these after spending some $40 million? They 
will be in the same condition as the others. 

Mr. Morse. $23,500,000. 

Mr. Tuomas. Plus $10 million for your tanker, making $33 million? 

Mr. Morse. The 23.5 million includes the tanker, but these are 
being built as so-called austerity ships for minimum requirements for 
national emergency purposes to see how they turn out if they were 
produced in large numbers in case of an emergency. 

Mr. Preston. And if nobody agrees to take them off your hands to 
to operate, you are liable to find yourselves making a deal with some- 
one to operate them and giving them a right to operate them over an 
existing trade route where you have one or two subsidized companies 
operating; is that a possibility? 

Mr. Morse. We do not intend to have them used by subsidized 
operators in lieu of a replacement program by the subsidized operators 
themselves. 

Mr. Preston. You do not intend to do that? 
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Mr. Morse. No, sir, we want the subsidized lines to build and 
operate their own ships. ; 

Mr. Preston. We are going to cover that when we go into the 
operating differential subsidies. I am not sure that is your existing 

olicy. 
- Me Morse. We are selling some of the Mariners to them, that is 
rue. 
Mr. Preston. I am concerned about whether any of these ships 
you plan to construct will go into the hands of subsidized operators or 
go into the hands of those who would like to become subsidized opera- 
tors and put them on the same trade routes where existing subsidized 
operators are serving the trade. 

Mr. Morse. We have no such intention. In fact, we are going to 
do our very utmost to force the lines to enter into an early replacement 
program. We are not going to build ships to permit them to escape 
building ships themselves. 

Mr. Tuomas. You have that authority under the subsidized con- 
tracts now, for them to replace the wornout ships with new ships, to 
force them to do it. 

Mr. Morss. We are proceeding with that. For example, the 
American President Line has obligated itself to replace its entire 
19-ship fleet. You know most of the subsidy contracts are expiring. 
The operating subsidy contracts will expire within the next 2 or 3 
years. We are just in the process of negotiating with the subsidized 
lines on a replacement program to be required of them before we will 
give them a new operating subsidy contract. 

Mr. Tuomas. That authority is in your existing contracts, is it not? 

Mr. Morse. Only where it is spelled out in the contract, or where 
the ship is 20 years of age or more. 

Mr. Suetuey. I want to reserve the right to go back and ask ques- 
tions on this construction program after I have had more of an oppor- 
tunity to read and review some of the specifications, in the light of 
what has been said here today. 

Mr. Preston. I quite agree. I think that we all want to make that 
reservation. I think that it would be unwise to have 5 minutes of 
testimony on operating differential subsidies this afternoon. I think 
that we had better start afresh tomorrow. 


NEED FOR SHIPYARD WORK 


Mr. Mors. Let me make a further comment about the ship 
construction program. One of our critical needs is shipyard work. 
If this full program for $102.8 million goes through as we are re- 
questing, it together with the 1955 program will build up the ship- 
yard employment to approximately 23,000 personnel at the maximum, 
and we are of course very anxious to have that accomplished because 
4 continuance of the shipyard facilities and the ship-repair yards is 
almost as essential in the overall national-defense problem as having 
the ships themselves. 

Mr. Preston. That is a figure arrived at by the National Security 
Council, or is that one established by the Maritime Commission? 

Mr. Morsr. This is a computation of the number of persons that 
would be employed if this program we are recommending would be 
approved by this committee. 
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Mr. SHetvey. In the hearings before the Merchant Marine Com. 
mittee last year Admiral Leggett of the Bureau of Ships said tha; 
their study gave them a figure of 36,000 as the minimum number of 
people that should be employed in the construction end of shipyard 
facilities of this country to enable us to be ready for any emergency 
and to keep a trained nucleus available. ; 

At the present time I think there is a figure of last month that 
shows something like 10 percent of that. 

Mr. Morses. About 7,000. But we would still be substantially 
below the 36,000 which Admiral Leggett said was the minimum. ~ 

Mr. SHeuuey. That is right. That figure came from the Depart. 
ment of the Navy and was verified by the Joint Chiefs of Staff. 

Mr. Morse’s last comment refreshed my memory on what I wanted 
to ask, and that was on the a of where these vessels, if the 
money is approved, will be built, and how the bids will be called for, 
Will the competitive bids be called for on the basis of a national call 
for bids? 

Mr. Morse. Yes. 

Mr. SHetuey. So we will wind up again with one section of the 
country, the east coast, getting all the construction. 

Mr. McMutten. No, sir. 

Mr. Morss. Provided the west coast bids are not in excess of 106 
percent. 

Mr. SHEeuiey. They have not been within 6 percent. I do not see 
how they can quite get within 6 percent. 

Mr. Morse. We have no authority under the statute at the present 
time. 

Mr. SHELLEY. But there is a basis for authority on calling for bids 
on a regional basis, if so directed by the President in order to maintain 
the defense requirements of the country. Has any thought been 
given by the Board to making such a recommendation to the 
President? 

Mr. Morse. We are only going into a three-ship building program 
here for completely Government account. I do not know whether 
the President would want to step into the picture in a relatively 
small program of this character for that purpose. I just do not knov. 
We have not made a request at the White House level for authority 
to put out bids on a regional basis. We do not have the appropris- 
tions, either. 

Mr. SHELLEY. That is true. May I ask another question? 

Was this program discussed with the Merchant Marine Committee 
insofar as general authorization is concerned? There was some criti- 
cism of the Mariner program because it was never discussed with 
them. There were some Rendesiat that came about because of the 


misunderstanding. Was this discussed and taken up with that con- 
mittee? 
Mr. Morsg. It is my understanding that it was discussed. ; 
Mr. Preston. We will adjourn until 10 o’clock tomorrow morning. 
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Turspay, Aprit 26, 1955. 


Mr. Preston. The committee will come to order. 

Before taking up “Operating-differential subsidies,” we will have 
a supplemental statement by Mr. Morse, who indicated he wanted 
to clarify something he said yesterday. You may proceed, Mr. 
Morse. 

Mr. Morse. Thank you. 


DIFFERENCE BETWEEN PROTOTYPE SHIP AND REPLACEMENT CARGO 
SHIP PROGRAMS 


In view of the fact that we covered rather hurriedly yesterday 
some of the details concerning the proposed 1956 slfip-construction 
program, I thought it would be well—to avoid misunderstanding and 
because of the importance we place on these programs—to clarify 
for the record the difference between the prototype ship construction 
program and the replacement cargo ship program. 

I did not bring this out clearly in my testimony yesterday, and that 
is the reason why we wanted to clarify it today. 

The budget requests $23.5 million for the construction of 3) proto- 
type ships. Of this amount $13.5 million is for the construction of 2 
cargo ships and $10 million for the construction of 1 high-speed tanker. 
These three ships are recommended to be built for Government account 
as austerity type mobilization ships. The construction of these ships 
is recommended at this time in order that we may develop detailed 
construction plans, specifications, and obtain actual construction ex- 
perience—as well as operating experience—on these ships in advance 
of mobilization. 

The United States Government does not have currently available 
plans for the construction of the desired types of ships for mobilization 
purposes which would utilize machinery and components which are 
adaptable to mass construction and are obtainable at time of mobiliza- 
tion. It is to gain this experience both in planning and construction 
that we are strongly recommending construction of these particular 
ships. Unless something of this type is done we could approach an 
emergency such as we did in World War II without adequate plans. 
At that time it necessitated concentrating practically our full effort 
to the construction of a ship of British design—that is the Liberty 
type—which was actually outmoded before it was ever built, but 
which was the only type ship which could be readily adapted to war- 
time a upon which plans and some experience had been 
gained. 

We must not place ourselves in this same predicament for any 
future mobilization and it is for this reason, and this reason particu- 
larly, that we desire to obtain actual construction and operation 
experience with these prototype ships to preclude this problem should 
an emergency develop in the near future. This is the logical time to 
save expense in a project of this type. 

Our present thinking is to utilize these ships in the military cargo 
operations of the Military Sea Transportation Service for at least 
1 year. After that time the ships would be considered for sale to 
any applicant desiring a ship of this type or be retained in the fleet. 
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Funds requested for the 5 replacement cargo ships provide for only 
a portion of the cost of the construction of these ships; that is, the 
construction subsidy and cost of any national defense features only 
on these 5 ships. In other words, the balance of these funds—the 
balance of the funds requested is for construction subsidy. The esti- 
mate of the Government’s share for the construction of these ships is 
$19,250,000. These ships will be built by private operators in their 
replacement programs and will involve an estimated investment on 
their part of $22,305,000. These ships will be built for commercial] 
operation and it is planned that the operators will adopt one of the 
new commercial type ship designs being developed by the Maritime 
Administration for the potential replacement fleet. 

We are recommending the acquisition of traded-in cargo ships in 
this cargo replacement program at an estimated cost of $4.2 million. 
A threefold purpose is being accomplished by this program, namely, 
(1) advancing replacement of ships prior to their becoming obsolete 
en bloc, (2) placing new modern ships in the active commercial fleets, 
and (3) acquiring better type used ships for the national defense 
reserve fleet. 

The remainder of the ship-construction program for 1956 consists of 
eonstruction-differential subsidy and cost of national-defense features 
for the construction of 2 ¢ ombination ships for the American President 
Hes and for the conversion of 2 Mariner ships to be sold to Oceanic 

teamship Co. and reconstruction of the steamships President Cleveland 
and President Wilson; continuation of the tanker trade-in-and-build 
program and the initiation of a research and development program 
involving among other types of research the conversion of one addi- 
tional ship in the reserve fleet, the construction of a free-piston genera- 
tor gas-turbine-pewered tug and additional cargo handling, hydro- 
dynamics research and developmental work. 

In summary, we propose only three merchant ships to be built for 
Government account. The balance of the funds issought for con- 
struction subsidy or to be used in aid of private ship construction. 

Mr. Preston. Thank you, Mr. Morse. 


MOBILIZATION REQUIREMENTS FOR SHIPBUILDING 


Captain Ford, do you have some figures to furnish the committee 
which we requested yesterday concerning needs for mobilization? 

Captain Forp. Yes, sir. I was requested to furnish information 
op the full mobilization requirements for shipbuilding. 

Mr. Preston, That is right. 

Captain Forp. The full mobilization shipbuilding requirements for 
a 3-year war are as follows: 


Dry cargo: 


TS 
Commercial design 
Passenger vessels 


The balance of the program, made up of various types with con- 


siderably smaller numbers of each type, amounts to about 200 addi- 
tional vessels. 
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I wish to emphasize that this is a coordinated program that covers 
defense requirements for naval auxiliaries, defense requirements for 
general merchant types, and essential civilian requirements. The 
above program was developed after subtracting existing and pros- 
pective vessels under effective United States control from the estimated 
total defense and essential civilian requirements. 

With regard to the passenger vessels, it is to be noted that there are 
only a small number to be built after mobilization. This is for the 
reason that the size of our present passenger fleet closely approaches 
our mobilization requirements, and for the reason that a passenger 
ship requires more time and a greater work force to construct than any 
type of vessel due to its special design, and the need for cargo ships and 
tankers appears to be greater. This, however, does not mean that 
there is not a present need for the construction of passenger-type 
vessels. Only a limited number have been built since World War II 
and our passenger fleet is fast approaching obsolescence. It is, there- 
fore, necessary to continue a passenger ship replacement program for 
those vessels which have reached or are rapidly approaching 20 
years of age. This is particularly applicable in the case of the Moore- 
McCormack ships and in the case of the Grace Line ships and also the 
steamship America. 

Of equal or greater importance to our mobilization plans is the 
necessity to maintain a mobilization base which can be expanded in 
wartime to carry out the above contemplated building program. It 
has been stated before this committee on other occasions that the 
minimum level of shipbuilding manpower for commercial-type ships 
is 36,000 men. ‘This is based on an approximate expansion factor of 
12 to 1, which is the manpower necessary to expand our active ship- 
yards and activate our reserve shipyards in order to carry out our 
mobilization plans. 

I am sure you are also aware that our shipbuilding manpower has 
descended to an alltime low in the past year since World War II. It 
was with this in mind that the 1955 supplemental shipbuilding pro- 
gram was inaugurated, and although this will now begin to take up the 
slack, it is not by any means a cure-all insofar as the overall situation 
is concerned. 

I have available for the committee a chart which indicates the 
shipbuilding employment since 1947 and anticipated through 1957. 
I also have available for distribution to the committee a chart showing 
the Maritime Administration shipyard mobilization base. 

(Distributing charts to committee.) 

It can be seen that insofar as the ways currently active in merchant 
ship construction are concerned, it is extremely desirable that the 44 
currently active ways be kept occupied if we are to maintain the 
necessary personnel on which to have a mobilization expansion. 

ur current program does not enable us to approach the minimum 
36,000 level of shipbuilding manpower insofar as building to Govern- 
ment account is concerned. However, the Maritime Administration 
8 currently engaged in stimulating a program of ship replacement 
to avoid the hump in shipbuilding which will occur between 1960 and 
1965 on the basis of a 20-year-old replacement. 

In order to have some of the operators replace their vessels prior to 
the 20-year date and extend the life of some of the better type vessels 
beyond the 20-year period, the feast or famine in shipbuilding can be 
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avoided. The prototype vessels which have been requested in the 
current program are in addition helping provide shipbuilding to attain 
a minimum of work in the shipyards to provide plans, building experi. 
ence and operating experience with the mobilization prototypes for the 
next emergency. This was one of our glaring difficulties in the last 
war. There were no prototypes and no plans available on which to 

roceed on an organized shipbuilding program and, as a result, we 
atched on to the Liberty ship program and, as has been previously 
stated, the ship was obsolete the day it was built. We do not want to 
find ourselves in a similar dilemma. 

Mr. Preston. Are there any questions on this additional testimony 
before we go into the operating-differential subsidies? 

Mr. Bow. Mr. Chairman, T have just one question. 

Mr. Preston. Mr. Bow. 

Mr. Bow. Did I understand you to say that the S. S. America is 
now approaching obsolescence? 

Captain Forp. Yes; she is approaching her 20-year age. 

Mr. Bow. I had no idea she was that old. When was she built? 

Mr. Morsg. I think she was built in 1938. She is in excess of 20 
years. 

Mr. Bow. She was built in 1938? 

Mr. Morse. Yes. I beg your pardon, in 1958 she will be overage. 
General Franklin is coming in tomorrow, at our request, to discuss this 
problem with us. 

Mr. Bow. That is all I have. 

Mr. Preston. Mr. Thomas. 


COORDINATION OF PROTOTYPE CONSTRUCTION WITH DEPARTMENT OF 
THE NAVY 


Mr. Tuomas. Captain Ford, we have all had experience with this 
shipbuilding construction program. Of course, going back to the 
Navy, that is one of the No. 1 headaches of the Navy. They are 
confronted with that old feast or famine concept. In order to insure 
some small nucleus of trained labor, as you well know, it has been the 
policy of the Navy Department to operate a handful of yards for 
overhaul and repair work in peacetime rather than put that work in 
private yards. 

Getting back to Mr. Morse’s statement on prototypes, we are all 
familiar with the uses of prototypes, but if you will use these ships 
as the basis for any future mobilization, as, if and when it becomes 
necessary, I think it would be very helpful to the committee and to 
the Congress as a whole, and would certainly strengthen the position 
of the Maritime Administration, if they would bring the Chief of the 
Bureau of Ships of the Navy and the Chief of Naval Operations over 
here to support these prototypes. 

I definitely have in the back of my mind, whether it is true or not, 
that these prototype ships are built at the instigation of the sub- 
sidized lines, and that idea comes about by virtue of three different 
sizes, with some degree of variance in the type as well as the size. ‘0 
I think you should bring the Chief of the Bureau of Ships and the 
Chief of Naval Operations here and let them defend this program, 
because when the ships are completed it will be the duty of the Navy 
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Department and not the duty of the Maritime Administration to use 
the ships. 

Captain Forp. Yes, sir. I might add that this program has been 
very carefully coordinated with the Navy Department. I might also 
add that last year Admiral Leggett appeared, I believe before this or 
another committee, and wena recommended a shipbuilding pro- 
bram to build up to the 36,000 man base which I have indicated is 
essential to mobilization. 

I might also add that in all of our planning, which is coordinated 
with the Navy Department, the Chief of the Bureau of Ships serves 
as the coordinator for shipbuilding and repair for both the Navy 
Department and the Maritime Administration, and all of our plans 
have their approval and are coordinated with their Planning Division. 

Mr. Morse. Mr. Thomas, I might add that we will be delighted to 
bring these two gentlemen before the committee. I can say, so far 
as I am personally concerned, I have never heard the comment that 
these three prototype ships were instigated by the subsidized lines. 

Mr. Preston. We will let you know when and if we want to hear 
these gentlemen. 

Mr. Tuomas. Nothing further from me. 

Mr. Preston. Mr. Clevenger, do you have any questions? 

Mr. CLEVENGER. No questions. ~ 

Captain Forp. I may add that the charts I have distributed can 
be included in the record, if you wish. 

Mr. Preston. They are difficult to put in the record, but we will 
be glad to have them in the committee files. 


CONSTRUCTION OF MARINER SHIPS 


Mr. Morse. Mr. Chairman, there was some comment yesterday 
on Mariner vessels. We have an additional comment on the con- 
struction of these ships. 

Mr. Preston. I have no objection to hearing any additional 
testimony you may have. 

Mr. Morse. It is only about a page and a half. 

Mr. Preston. If it is only a page and a half, all right. 

Mr. Bow. Mr. Chairman, may I make a statement before he goes 
into that? 

Mr. Preston. Yes, Mr. Bow. 

Mr. Bow. With reference to the SS. America, the Clerk has 
looked it up and finds it was launched in 1941 instead of 1938. It was 
known as the West Point during the war. 

Captain Forp. It takes three years to construct. 

Mr. Bow. Do you count obsolescence time from the day you lay 
the keel or from the time it goes in operation? 

Mr. Morse. From the completion, as I understand, but there is 
a 3-year construction period, so we are insisting they begin the replace- 
ment by 1958. 

Captain Forp. If the keel is laid in 1958 it would be completed in 
1961. 

_ Mr. Bow. I call attention to the fact the SS. America was launched 
in 1941. 

Mr. Preston. I do not see how you can use a hard and fast rule of 

20 years. 
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Mr. Morse. It is in the statute. 

Mr. Preston. I know it is in the statute. 

Mr. Tuomas. It is just a rule of thumb. It is not a hard-and-fast 
rule by any means. 

Mr. Morse. That is right. Some ships become obsolete before they 
are 20 vears of age and vice versa. , 

Mr. Preston. Mr. Morse, you may now read your brief statement 
on Mariner ships. 

Mr. Morse. Concerning the Mariner ships, it appears evident that 
the construction of these ships was not primarily proposed with the 
thought in mind that they would be slated for replacement of the 
ships being commercially operated in normal competitive peacetime 
pursuits. The record at the time these ships were proposed indicates 
they were primarily for national security and that they resulted from 
studies of national defense aspects of sea transport which demon- 
strated a need for the construction of additional dry cargo vessels of 
a faster speed and of more modern design than those then and now 
generally available in Maritime Administration reserve fleets. At 
that time this represented a sudden change in the then existing ship- 
construction program as a result of developments internationally and 
the conviction that we had to be ready with fast dry cargo ships to 
move the military strength of this country to whatever danger area 
developed, a lesson which was forcibly drawn by the Korean situation. 

It was pointed out that of only 250 Victory ships that we had in the 
reserve fleet, which are 15-knot ships, that we had already taken out 
over 150 such ships and had only about 100 left in the event anything 
else should arise, which would then find us in a position of not having 
any reserve of fast ships to meet an emergency. The construction of 
the Mariner ships was recommended as being urgently required in 
order that we might have fast ships to run independently. It was 
thought at that time that several hundred of these ships might even- 
tually have to be built if the situation became more serious. While an 
expression of opinion at the time indicated that these ships could be 
adapted to the commercial fleet after the Korean war, it is clear that 
their construction was not advocated at that time with that particular 
purpose in mind. 

Actually I believe we have made a pretty good start so far in dispos- 
ing of these ships; 3 of them by sale to Pacific Far East Lines; 4 to 
American President Lines; and 2 currently contemplated for sale to 
Oceanic Steamship Co.; with 1 additional Mariner being converted 
for Navy use as an AKA. This accounts for 10 of the 34 available. 
The Pacific Far East Lines are currently discussing the acquisition of 
at least 1 more Mariner ship, and there are indications that States 
Marine are interested in approximately 8 of these ships in connection 
with their application for subsidization. 

Actually there is no disadvantage to the Government in the reten- 
tion of the remainder of these Mariner ships in reserve for immediate 
urgent needs of the military. The Navy keeps a reserve of aircraft 
carriers and other type naval ships for immediate emergency use. 
There is no question but that immediately upon any mobilization 
emergency all of these Mariner ships would be made immediately 
available to support logistically the Navy ships. 

Mr. Preston. Thank you, Mr. Morse. 
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OPERATING-DIFFERENTIAL SUBSIDIES 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Publie Law 663) 


| 
| 1954 actual 1955 estimate | 1956 estimate 


Appropriation or estimate -_-_-.-....-.--.------------------- $84, 500, 000 $65,000,000 , $115, 000, 000 
Unobligated balance brought forward 956, 049 | 417, 940 3 


Total available for obligation 85, 456, 049 65,417,940 | 115,000, 000 
Unobligated balance carried forward —417, 940 |__- aaedl 


Obligations incurred 85, 038, 109 65, 417,940 | 115,000, 000 


Obligations by activities 


Operating-differential subsidies: 
$85, 038, 109 
65, 417, 940 
115, 000, 000 


Obligations by objects 


11 Grants, subsidies, and contributions: 
954 $85, 038, 109 

65, 417, 940 
115, 000, 000 


Analysis of expenditures 
(Balanees for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate 1956 estimate 


| 

Obligated balance brought forward 187 400 |. canedidaeedin bebe ds aaons 
Obligations incurred during the year 5,038,109 | $65, 417, 940 $115, 000, 000 
|- Pett SEER gpa 

65, 417, 940 115, 000, 000 


IE I i i tise recep din cwnsscccdncccesan-)| SRO 


Expenditures are distributed as follows: 
Out of current authorizations l\ 98 165. 559 { 65,000,000 | 115, 000, 000 
Out of prior authorizations sia dee 417, 940 ae 





We will now proceed with operating-differential subsidies, found 
on page 86 of the committee print and page 818 of the justifications. 
We will insert page 818 and page 825 of the justifications in the 
record at this point. 

(The pages referred to are as follows:) 


Operating-differential subsidies—Summary of requirements 


Appropriation, 1955 $65, 000, 000 
Payment of operating-differential subsidies______- — 65, 000, 000 


Base for 1956 


Requirements for 1956 (payment of operating-differential sub- 
sidies) $115, 000, 000 


115, 000, 000 
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Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estimate 


ee 


Appropriation or estimate $65, 000,000 | $115, 000, 000 
Unobligated balance brought forward 956, 417, 940 


Total available for obligation 
Unobligated balance carried forward 


Obligations incurred 65, 417, 940 115, 000, 000 


Obligations by activities 


Operating-differential subsidies: 


Obligations by objects 


Grants, subsidies, and contributions: 
$85, 038, 109 


65, 417, 940 
115, 000, 000 


Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward $8, 127, 450 
Obligations incurred during the year 85, 038,109 | $65,417,940 | $115, 000,000 


Total expenditures 93, 165, 559 65, 417, 940 115, 000, 000 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations 
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Operating-differential subsidies—Estimated voyage requirements, fiscal years 1954, 
1955, and 1956 


Sailings as now pro- 
vided in the cperat- Actual voy-| Estimated 


ages fiscal | voyages 
eS ear 1954 | fiscal year | Estimated 
tions on a calendar | *) don | 1955 based | oe 
year basis oyage | on voyage | fiscal year 
limitation | limitation 1956 
(Public (Public 


Minimum | Maximum | /W 195) | Law 471) 


A. Operators holding operating-differen- 
tial subsidy contracts prior to July 1, 
1952: 

American Export Lines, Inc 

American Mail Line, Ltd 

American President Lines, Ltd ---- 

Farrell Lines, Inc 

Grace Line, Inc 

Gulf and South American Steam- 
PG ES eee 8 eee 

Lykes Bros. Steamship Co., Inc. __- 

Mississippi Shipping Co., Inc 

Moore-McCormack Lines, Ine 

New York & Cuba Mail Steam- 
ON ak teria BBtrriigdablod 

The Oceanic Steamship Co 

Pacific Argentine Brazil Line, Inc-- 

Seas Shipping Co., Inc 

United States Lines Co 


Subtotal 








B, Contracts approved subsequent to 
July 1, 1952: 
Bloomfield Steamship Co.'________- 
Pacific Far East Line 
Pacific Transport Lines 


Subtotal 


C, Pending applications for new operators: 
South Atlantic Steamship Line 


D. New or additional service for operators 
holding contracts as of July 1, 1952: 
American Export Lines, Inc 
American President Lines, Ltd- --. 
Grace Line, Inc 
Lykes Bros. Steamship Co., Inc 


Subtotal 62 
Grand total 1, 889 











! Will not exceed authorized voyages on a calendar year basis. 

1 Subsidized operations began on Apr. 1, 1954. 

‘Subsidy contract terminated Dec. 31, 1953. 

‘ Of the 279 voyages shown for fiscal years 1955 and 1956, 39 voyages are estimated for the two passenger 
ships (steamships America and United States); 240 voyages are available for freight service within appropria- 
tion limitations. On May 17, 1954, the application of the operator for operating-subsidy on line F (Trade 
Route 8, Service No. 2, United States North Atlantic ports to Belgium and the Netherlands and return) 
was approved by the Federal Maritime Board subject to all freight service not exceeding voyages currently 
available for the operator under present appropriation limitations. 

' Subsidized operations began on Jan. 1, 1954. 

‘ Will not increase operators present maximum for all services; therefore, amount shown not included in 
total of sailings for group D. 

' Appropriation for fiscal year 1955 provides 1,600 voyages of which not less than 112 will be for new opera- 
tors (those not holding contracts as of July 1, 1952). It is estimated that 105 voyages will be used by new 
operators (groups B and C) and the authorized 1,488 voyages by old operators (groups A and D). 
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STATUS OF PENDING APPLICATIONS 


New operators (group C) 

South Atlantic Steamship Line, Inc. (trade route 11). Report and recommep. 
dation now pending before Federal Maritime Board. 
Presently subsidized operators (group D) 


American Export Lines, Ine. (trade routes 10 and 18). For operating subsidy 
applicable to operation of four additional vessels with increase in number of sub. 
sidized voyages. 

Hearing examiner’s recommended decision served December 8, 1954. 

American President Lines, Ltd. (trade route 17). Application for operating 
subsidy; presently operated without subsidy. Federal Maritime Board author. 
ized execution of contract on December 30, 1954. 

Grace Line, Inc.: 

Trade route 4.—Application for increased sailings and privilege of calling » 
United States South Atlantic ports southbound. Recommendation now pending 
before Federal Maritime Board. 

Trade route 25.—Application for changes in trade route 25 to include Caribbean 
ports and increase in minimum and maximum sailings. Hearing Examiner's 
recommended decision served November 29, 1954. 

Lykes Bros. Steamship Co., Ine.: 

Trade route 15B (13 voyages) .— 

Trade route 22 (24 voyages).—The Division of Trade Routes has completed its 
review of essentiality and United States flag service requirements with respect to 
all of Lykes’ subsidized services. However, no recommendation can be sub- 
mitted with respect to the aforementioned applications until all of said reports 
have been published in the Federal.Register, and in the event objections are filed 
thereto, a determination is made by the Administrator as to whether or not changes 
will be made in the reports as originally approved. 

Mr. Preston. I should point out that page 825 would have an 
amended figure according to a supplemental request now before the 
committee of 2,000 voyages instead of 1,847. Is that true? 

Mr. Morssz. Yes, sir. ; 

Mr. Preston. And your testimony shall be in support of 2,000 
instead of 1,847 voyages for 1956? 

Mr. Morse. Yes. 

GENERAL STATEMENT 


Mr. Preston. Do you have a general statement? 

Mr. Morse. Yes. I have already filed a general statement, and 
the material on ‘‘Operating-differential subsidies’? commences at page 
13 of the statement. 

Mr. Preston. How long is that statement? 

Mr. Morser. The total is 29 pages, but the portion relating w 
“‘Operating-differential subsidies’ is 7 pages. I think if I read it all 
the points would be covered, instead of presenting it on an extempo- 
raneous basis. 

Mr. Preston. We will let you complete the reading of the state- 
ment before we go into our interrogation. 

Mr. Morse. The Merchant Marine Act, 1936, as amended, recog: 
nizes in a realistic manner that ship operating costs are greater for 
American-flag ships than for those of foreign registry and authorize 
the payment of the operating differential in the form of operating: 
differential subsidies. These subsidies are designed to place the 
American-flag operator on an equal footing with his foreign competito! 
insofar as certain direct ship operating costs are concerned. They giv? 
recognition to the fact that foreign-flag vessels pay much lower wages 
tg their crew members, and provide them with food and living condi 
tions that are substandard when compared to American standards 0! 
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living. This subsidy, however, does not guarantee anything beyond 
putting the American operator on an equal footing with foreign 
competitors insofar as operating expenses in five categories are con- 
cerned. The subsidy does not assure a profit to the operator. Even 
after receiving an operating subsidy, American operators must depend 
upon their competitive ingenuity and enterprise to survive and make 
a profit. 

To receive this subsidy the American-flag steamship lines, among 
other things, must maintain regularly scheduled service on trade routes 
determined by our Government to be essential to our foreign trade; 
all of the officers and 90 percent of the crews on its ships must be 
American citizens; practically all of the equipment, food, supplies, 
and other materials used on its ships must Se of American origin; its 
ships must be constructed in American shipyards; safety require- 
ments of the United .States Coast Guard—the highest standards of 
maritime safety in the world—must be maintained by the ships it 
operates; the ships it uses must be retired after 20 years of service and 
replaced unless otherwise determined in the public interest; all of its 
ships must be registered under the American flag. 

Under a unique provision of the act, operating-differential subsidies 
are subject to recapture by the Government. Subsidized lines must 
repay to the Government 50 percent of all profits realized from their 
operations averaged over the contract period that are in excess of 10 
percent of capital invested up to the amount of the subsidy. Capital 
invested is less than but may be analogized to net worth. Under 
existing practice the estimated amount of this recapture is withheld 
from payment rather than being actually recaptured at the end of 
the 10-year recapture period. 

During the past year we have been giving our constant and con- 
tinuing attention to an examination of the various elements of the 
operating subsidy program in an effort to carry out the policies 
established in the Merchant Marine Act, 1936, as amended, to the 
very best of our ability. For example, we are currently reviewing 
the continued essentiality of the United States foreign trade routes. 
The last review of these routes was made by the United States Mari- 
time Commission in 1946 and at that time the essentiality of 31 
routes and the round-the-world service was established. In our 
current review, we have already completed and approved as to 
essentiality 17 of these routes. Determinations regarding the remain- 
ing routes and round-the-world service are expected to be completed 
prior to the end of the current fiscal year. The determination that 
a particular trade route is essential to the commerce and defense of 
the United States and the number of sailings and number and types 
of United States-flag ships required to service each route adequately 
is fundamental to the development and maintenance of an adequate 
and well-balanced American merchant marine. Such determinations 
are also a necessary prerequisite to the consideration of the award of 
subsidies to United States-flag operators who agree to maintain 
specified services on these routes. 

As related to current subsidy contracts, the reviews completed 
so far have resulted in no changes in recommended minimum and 
maximum sailings for 11 of the routes, increases of 56 sailings on 4 
of the routes, and decreases of 48 sailings on 2 of the routes. 
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We have of necessity had to concentrate our greatest effort on the 
continued task of establishing final operating-differential subsidy 
rates for prior years, which has been one of the major factors contrib. 
uting to the backlog of payments which extended back nearly 5 

ears a little more than 2 years ago. When we were last here we 
indicated that we had made very telling progress in the establishment 
of operating-differential subsidy rates for these prior years. We ar 
now pleased to report that by the end of this current fiscal year we 
contemplate that we will have almost completely liquidated this 
rate backlog. 

As of December 31, 1954, we completed the calculation of 79 percent 
of all operating-differential subsidy rates for calendar years 1947 
through 1953. This consisted of 96 percent of all wage rates for this 
me 90 percent of subsistence, 80 percent of stores, 97 percent of 
repairs, and 91 percent of hull and machinery insurance. The only 
outstanding item at this time is the establishment of rates for protec- 
tion and indemnity insurance which findings we anticipate making by 
the end of this current fiscal year. 

I might interpolate here and say the staff has recommended pro- 
cedures for the determination of the protection and indemnity 
insurance rates. These procedures have been developed in cooper- 
tion with the General Accounting Office. They have not yet been 
approved by the Board because we are not entirely satisfied that all 
the water is squeezed out of the procedure. We contemplate having 
2 people experienced in the marine insurance business, 1 on hull 
insurance and 1 on protection and indemnity insurance, come down 
before the Board and discuss the matter next week. 

Should we be successful in agreeing on a procedure, this will permit 
for the first time since 1947 all operating-differential subsidy rates 
being brought to a current basis. This will likewise permit the 
bringing of cumulative payments to the operators to the most current 
possible position if adequate funds for this purpose are provided. 

ile it is not possible to predict what the subsidy rates will be for 
future years, due to possible changes in costs of foreign competitors, 
changes in the character of foreign competition by the entrance of 1 
greater percentage of competition by lower cost foreign operators 
than currently exist, or changes in domestic cost, the rates currently 
established for 1953 indicate a definite leveling off. This is contrary 
to the constantly increasing trend represented by the period 1951 
through 1952. For example, on those operators for which wage rates 
have been calculated for 1953, the weighted average rate is only 
four-tenths of 1 percent higher than the weighted average for these 
same operators for wage rates for fiscal year 1952. It should also be 
noted that on a number of other subsidizable items we are currently 
establishing minus rates which in effect serve as offsets against the 
payments for subsidizable items on which disparity exists. While 
this does represent a reduction, it does not strongly affect payments 
since the outstanding item is that of wages which represents approx 
mately 87 percent of total subsidy payments. 

We are also reviewing such items as dividend policies of the com- 
panies, voluntary deposits and reserve funds, and have already taken 
effective steps to accelerate in this next fiscal year our examinatioD 
into the operating costs and practices of the respective operators. 
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This cannot effectively be accomplished, however, without the increase 
in staff requested for this activity under ‘Salaries and expenses.”’ 

Interpolating again here, the subsidized lines themselves have 
initiated @ cooperative effort to endeavor to bring down their costs. 

or example, they are now exchanging amongst themselves their 
eeding costs so that the operator who is on the high side can check 
into his operations to see why he is higher than someone else. Also, on 
overtime it will give them a means of finding out if they are high-cost 
operators and give them an opportunity to see if they can correct it. 

We also follow up on that item. For instance, this summer we will 
send two of our staff to Europe. They are going one way on the 
Constitution or Independence and returning on the United States solely 
to watch overtime operations to see if anything can be done to mini- 
mize overtime operations. 

Mr. Yates. Mr. Chairman. 

Mr. Preston. Mr. Yates, would you mind waiting until he has 
completed reading his statement, then you will have an opportunity 
to ask questions? 

Mr. Yates. All right, Mr. Chairman. 

Mr. Preston. Thank you. 

Mr. Morse. The audit of subsidizable expenses is being maintained 
on a reasonably current basis which is permitting payments up to 
90 percent of estimated subsidy payable for a number of these prior 
years. The imminent final establishment of rates for all of the 
prior years will permit the concentration of added effort to the annual 
audit of the entire subsidized operations of the subsidized companies. 

The elimination of this backlog of prior year subsidy rates has 
greatly increased our ability to make more current subsidy payments. 
Coupled with this is a reduction in the time required in processing 
quarterly subsidy vouchers through improvement in administrative 
procedures. Furthermore, declines in earnings of the subsidized 
operators in calendar year 1954, although somewhat offset by a rise 
in earnings during the last quarter of that year, have resulted in less 
subsidy recapture and in fact the return of some recapture withheld 
in previous years. All of these factors have resulted in sizable operat- 
ing subsidy payments this current fiscal year and in the budget year 
to bring cumulative payments to the operators to the most current 
possible position. 

Based on our current ability to process payment vouchers, our 
budget requests for a supplemental appropriation of $60 million for 
1955—which, by the way, ended up as a $50 million appropriation— 
and appropriation of $115 million for 1956 will permit reaching a 
reasonably current payment position with the steamship companies 
holding contracts by 1956. The balance of $110 million estimated to 
remain represents holdbacks pending audit of some of these years, 
and a normal voucher processing lag of 3 months. 

In connection with this item of the budget, we deem it most desirable 
that the committee appreciate the importance of affirmative, favorable 
action on this request. Within the next several years operators will 
be obligated to initiate ship replacement programs which will involve 
an investment estimated to run at approximately $1.6 billion on the 
part of the operators. We think it only reasonable to conclude that 
with these staggering financial commitments staring them in the face 
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that the operators would be willing to undertake these financial 
obligations only if they are assured by the Congress that the program 
of subsidization contemplated by the 1936 act will be implemented by 
adequate appropriations. 

The approval by this committee of our request for operating-differ- 
ential subsidies will be an affirmative indication by the Congress that 
it is in sympathy with the objectives sought to be accomplished by the 
1936 act. Such affirmative action will go a long way toward inducing 
the operators to make replacement commitments. A contrary action 
by the committee, that is to say an unfavorable recommendation of 
our operating subsidy request, would deter reasonable businessmen 
from proceeding with the tremendous financial undertaking which can 
only be supported if operating-differential subsidies are made available, 

Subsequent to the submission of the President’s budget for 1956, 
two language amendments involving operating-differential subsidies 
are in the process of being transmitted to the Congress. The first of 
these language amendments provides that payments made to a 
subsidized operator for operating subsidies previously withheld by the 
Government must be deposited in his special reserve fund, from which 
fund disbursements can be made only for specified purposes subject 
to the approval of the Federal Maritime Board. 

The existing appropriation language has been interpreted as pro- 
viding an option which was not consistent with the basic act: that of 
either depositing these dip-back payments in the special reserve funds, 
or retaining them in the operators’ general funds. It is believed that 
this option was never intended and this proposed language amendment 
has been recommended to eliminate any ambiguity which may arise 
concerning these deposits. The proposal is consistent with the intent 
of the Merchant Marine Act, 1936, as amended, and insures that 
payments of withheld subsidy will be used only to further the purposes 
of that act. 

The second recommended change increases from 1,847 to 2,000 the 
limitation on the number of voyages on which the Federal Maritime 
Board is authorized to obligate the Government to pay subsidy in 
any one calendar year. The President’s budget for 1956 contains 
new appropriation language for operating-differential subsidies which 
places a limitation upon the contracting authority of the Federal 
Maritime Board. While the voyage limitation contained in previous 
appropriations acts was a limitation on the number of voyages upon 
which subsidy may be paid for a specific vear and was not restrictive 
on the long-term obligating authority of the Board, the proposed 
language completely changes this approach and places a limitation in 
the form of a maximum number of voyages which may be contracted 
for by the Federal Maritime Board, for the current as well as the 
ensuing years, subject of course to annual review of the limitation in 
the budget process. 

The amendment transmitted increases the maximum from 1,847 as 
recommended in the President’s budget for 1956 to 2,000. This 
number gives recognition to additional applications for subsidy con- 
tracts which have already been received and those now currently 
under discussion, and which were under discussion at the time the new 
form of limitation was under consideration. This proposed increase 
would give the Federal Maritime Board flexibility in awarding con- 
tracts for services which would best promote the objectives of main- 





44] 


taining and modernizing our merchant marine, but would for the 
first time place a limitation on the Federal Maritime Board’s con- 
tracting authority. 


SUMMARY OF SUBSIDY ACCRUAL, 1947-56 


Mr. Preston. What are the total figures for operating differential 
subsidies for the last 5 fiscal years? 

Mr. Nicnouts. That appears on page 828 of the justifications. We 
have the estimated subsidy accrual for each calendar year from 1947 
through half of the calenar year 1956, which would be the end of the 
fiscal year 1956. 

Mr. Preston. I think that we had better insert that page in the 
record at this point for the purpose of showing how this amount has 
increased throughout the years. 

(The justification page referred to is as follows:) 


Summary of subsidy accrual, Jan. 1, 1947, through June 30, 1956 


| Number of Subsidizable | Estimated 
voyages domestic subsidy 
cost accrual 


$22, 137,950 | $13, 137, 622 
59, 106, 189 28, 486, 207 
96, 619, 602 43, 111, 016 

108, 481, 789 54, 915, 729 

128, 935, 146 64, 161, 970 

157, 484, 833 81, 805, 941 

185, 354, 145 97, 939, 664 

187, 775, 903 99, 018, 557 

202, 211,260 | 107, 107, 961 

102, 178, 008 54, 132, 996 


Calendar year 





1, 250, 284,825 | 643, 817, 663 


16 months Jan. 1 to June 30, 1956. 


Expenditures Jan. 1, 1947, through June 30, 1954, and estimated cash requirements 
through June 30, 1956 


Estimated subsidy accrual _. $643, 817, 663 
Less estimated cumulative subsidy withheld (recapture) 93, 702, 518 


Estimated subsidy payable (Jan. 1, 1947 to June 30, 1956)__ 550, 115, 145 
Less subsidy paid through June 30, 1954 209, 117, 663 


Estimated subsidy payments to be made subsequent to the 
fiscal year 1954 340, 997, 482 
Less estimated payments in fiscal year 1955 (rounded) 1125, 000, 000 


Estimated subsidy payments to be made subsequent to the 
fiscal year 1955 215, 997, 482 
Less estimated payments subsequent to fiscal year 1956 _.. 100, 997, 482 


Estimated payments to be made in fiscal year 1956 
(rounded) 115, 000, 000 


' Assumes a supplemental appropriation of $60 million in 1955. 


_ Mr. Morse. That, of course, has increased in part by the increase 
in the number of lines. It has been increased in part by the number 
of lines receiving subsidies and in part by an increase in the number of 
sailings and in part by an increase in the differential. 

_ Mr. Preston. I suppose also the decrease in the amount of shipping 
in the last year; is that true? 
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Mr. Morse. The profits for 1954 were less than in previous year, 
and that is one of the reasons for the net payment of subsidies 
increasing. 


BASIS FOR ARRIVING AT ESTIMATE OF PROPER STRENGTH OF MERCHAN? 
MARINE 


Mr. Preston. At this point I want to discuss this matter of what 
you people on the Maritime Board deem to be the proper nucleus for 
a merchant marine contemplated by the Merchant Marine Act of 1936, 

It is my understanding the purpose of this act was to keep in being 
a nucleus of merchant marine facilities in order that we might be some- 
what prepared to meet an emergency situation. It was not contem- 
plated that we should maintain a strength that would be adequate for 
mobilization purposes. 

Now, I take the position the Board should have some figure in mind 
if they are to intelligently determine the number of routes to be served, 
the number of sailings, and the number of companies to be subsidized. 

I would like to have you comment on that. 

Mr. Morse. As we understand the 1936 act, it contemplates we 
should be in a position to transport a substantial portion of our import 
and export trade. We have used as a rule of thumb 50 percent of 
our import and export trade in the essential trade routes as qualifying 
under the 1936 act. We have not met 50 percent at any time on the 
average. 

Mr. Preston. Do you mean by that statement you should have 
in existence a sufficient fleet of cargo vessels and passenger vessels— 
and were you speaking strictly to cargo vessels when you used the 
figure of 50 percent? 

Mr. Morse. Yes, the dry cargo vessels are the only ones permitted 
to be subsidized, and passenger vessels. Not tankers. 

Mr. Preston. I did not use the word “tankers.” 

Let me see if I understand you. It is your rule of thumb you should 
have sufficient merchant marine facilities to accommodate 50 percent 
of our export and import trade? 

Mr. Morse. That is our understanding of the end sought to be 
achieved by the 1936 act. 

Mr. Preston. Now, translate that into numbers of vessels. 

Mr. Morse. We have approximately 279 vessels now owned by 
the subsidized operators. At the present time, for the calendar year 
1953, of the total outbound and inbound commercial dry cargo move- 
ments, United States-flag vessels carried 27 percent and foreign-flag 
vessels carried 73 percent. That is the total. 

On the essential trade routes, which comprised 92 percent of our 
aggregate import and export commercial dry cargo trade, United 
States-flag vessels carried 28 percent and foreign-flag vessels carried 
72 percent. 

That, of course, contemplated subsidized and nonsubsidized vessels 
in the essential trade routes but predominately they were subsidized 
vessels carrying liner cargo in the regular berth service. 

I would like to bring out another point: In the outbound cargo, the 
liner cargo, the American-flag operators carried 38 percent, and in 
the inbound liner cargo American-flag operators carried 41 percent. 
That, of course, included some nonsubsidized American-flag carriers, 
but that average would be approximately 40 percent for all Americat- 
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flag carriers, and it will therefore be seen we have not achieved the 
50-percent goal which we are seeking. 

Therefore, answering your question specifically, we would estimate 
approximately 350 American-flag vessels would be required to maintain 
50 percent carriage in the offshore trade. 

Mr. YaTEs. You state a 50 percent basis as desirable. Was that 
established by the law of 1936? How did you arrive at the 50 percent? 

Mr. Morse. The 1936 act specifies that we carry a substantial 

ortion. 
: Mr. Yates. How did you arrive at 50 percent as being substantial? 
Is it just a rule of thumb? 

Mr. Morse. It is a rule of thumb based in part on practices in 
Government cargoes where it is contemplated that 50 percent of the 
Government-financed cargoes be transported in American-flag vessels. 

Mr. Yates. Is your administration the first to establish the 50 
percent? 

Mr. Morse. No, sir. 

Mr. Yates. Has that always been the rule? 

Mr. Morsg. It has always been the rule of thumb. 

Mr. SHELLEY. Is it not also a fact that rule was arrived at in con- 
junction with an express intent of the Congress by legislative action 
where they urged that 50 percent of all foreign-aid cargo and all 
Government-financed cargo be carried in American bottoms? 

Mr. Morss. Yes. 

Mr. SHEetuey. The Board accepted the 50 percent, therefore, as 
the objective which they should achieve in keeping American-flag 
ships on the seas? 

Mr. Morses. That is correct. I think that goes back to Joint 
Resolution 17. 

Mr. Yates. Congress has stated that they require 50 percent? 

Mr. Morss. Not specifically on commercial cargo, but on Govern- 
ment-financed cargo they have indicated 50 percent at least should be 
carried in American-flag vessels. 

Mr. Yares. And that is in which law? 

Mr. Morsg. Many laws. 

Mr. CLEVENGER. eat to India was one. 

Mr. Morsre. We would be pleased to supply for the record the 
statutes for the 50-percent basis. 

Mr. Preston. All right. 

(The information is as follows:) 


Tue So-Caututep 50-PERcENT CarGO PREFERENCE PROVISIONS 


Public Resolution 17, 73d Congress (15 U.S. C. 616a), a declaration of the sense 
of Congress that in loans made by Government agencies to foreign countries a 
on shall be made that the exports be carried in United States vessels, if 
available. 

Economie Cooperation Act of 1948, section 111 (a) (2), (Public Law 472, 80th 
Cong.; 62 Stat. 137). 

Act of April 19, 1949, amending Economic Cooperation Act of 1948, section 6 (a), 
(Public Law 47, 81st Cong.; 63 Stat. 50). 

Mutual Defense Assistance Act of 1949, section 409 (Public Law 329, 81st Cong.; 

_63 Stat. 714). 

Yugoslav Emergency Relief Assistance Act of 1950, section 9 (Public Law 897, 
8ist Cong.; 64 Stat. 1122). 

ys ad Food Aid Act of 1951, section 4 (d), (Public Law 48, 82d Cong.; 
5 Stat. 69). 

Mutual Security Act of 1951, section 101 (a) (1) and (2) (Public Law 165, 82d 
Cong.; 65 Stat. 373). 
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Mutual Security Act of 1952, section 7 (Public Law 400, 82d Cong.; 66 Stat. 14), 

Provide for transfer of price-support wheat to Pakistan, section 1 (Public Law 77. 
83d Cong.; 67 Stat. 80). 

Mutual Security Appropriation Act, 1954, section 106 (Public Law 218, 834 
Cong.; 67 Stat. 478). 

To amend the Merchant Marine Act, 1936, to provide permanent legislation for 
the transportation of a substantial portion of waterborne cargoes in United 
States-flag vessels (Public Law 664, 83d Cong.; 68 Stat. 832). 

Mutual Security Act of 1954, section 509 (Public Law 665, 83d Cong.; 68 Stat. 
832). 

Mutual Security Appropriation Act, 1955, section 106 (Public Law 778, 834 
Cong.; 68 Stat. 1219). 

The various economic and defense aid acts listed above (with additional minor 
aid enactments) incorporate the so-called 50-percent minimum United States-flag 
shipping participation policy. The more recent form of this provision is ex- 
pressed in Public Law 664, 83d Congress, approved August 26, 1954. 

Mr. Tuomas. There are no statutes on it. There is nothing manda- 
tory that makes you haul 50 percent of the cargo, inbound and out. 

Mr. Morse. No; but that is the basis on which we have used our 


rule of thumb in determinations. 


NEED FOR INCREASE IN LIMITATION ON NUMBER OF VOYAGES 


Mr. Preston. The committee had an investigation made of some 
of the activities of the Maritime Administration and the Maritime 
Board, and we have noted some of the findings and recommendations 
of the inveStigators. There will be some questions from time to time 
in that connection. 

I personally have studied the report, and as a result have noted 
some questions that I wish to propound. 

First, I would like to ask you this question: It is noted that you are 
requesting an increase in the fiscal year 1956 of 400 voyages over the 
1,600 allowed for 1955. You covered that briefly in your statement, 
but in one sentence, if possible, just tell us why you want to increase 
the number of voyages to 2,000. 

Mr. Morsse. To begin with, it is a difference in concept that we are 
talking about. 

In 1955 we had no restrictions on our contracting authority other 
than the principles laid down in the 1936 act. It is conceivable we 
could have entered into contracts for 500 additional voyages 

Mr. Tuomas. Oh, no. 

Mr. Morss. It is conceivable, not for payment of subsidy during 
the fiscal year 1955 but for subsequent years, so this approach is a 
different concept. This is a limitation on our own blank checkwrit- 
ing authority, and it is a limitation which I think is a very sound 
approach. 

Mr. Preston. You say that if you will let me contract up to 2,000, 
we will not go beyond that. 

Mr. Morse. That is correct. 

Mr. Preston. By so doing you pick up almost 400 additional 
voyages in making this good faith pledge to the Congress. 

Mr. Morse. Only if the additional voyages can be fully justified 
under the 1936 act. 

Mr. Preston. On what basis do you justify the 400 additional 
voyages? 

Mr. Morse. Well, in part, new applications; in part, adjustments 
in the existing trade route requirements. 
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COMPETITION ON SUBSIDIZED ROUTES 


Mr. Preston. That brings up the second question. Are these 
applicants applying for a subsidy contract on trade routes presently 
being served by another subsidized operator, or subsidized operators? 

Mr. Morse. I think, with some exceptions, they are. Among the 
new applicants is the South Atlantic Steamship Co. Offhand, I do 
not think of another American-flag competitor on that route. They 
run from the South Atlantic to Europe. 

Mr. Preston. The South Atlantic Lines have been sold? 

Mr. Morsg. It is in the process of being sold to the United States 
Lines. 

Mr. Preston. That would eliminate their application for a contract, 
would it not? 

Mr. Morsg. The United States Lines has filed an application itself 
for subsidy on that particular route. In other words, it is merely a 
substitution of the applicants. That is what it amounts to. 

The South Atlantic Lines application contemplates a minimum of 
22 and a maximum of 26 sailings. 

States Marine Corp. is asking for a subsidy. It contemplates a 
minimum of 96 sailings and the maximum will run to 156 sailings. 
That will be all double tracking. They would be in competition with 
lines already subsidized on these trade routes. 

Mr. SHELLEY. Where will they operate? 

Mr. Morse. They will operate what we call a tricontinent service, 
from New York to the Far East, returning, and then on to Europe, 
and then back to New York. 

Mr. Preston. Pursuing this same line of questioning 

Mr. Morse. The third is Isbrandtsen, which was heretofore un- 
subsidized; 24 minimum and a maximum of 28 sailings are contem- 
plated. They are proposing an eastbound round-the-world service, 
which is not presently being operated by any American flag, but it 
does double track in some areas. 

And the fourth and final one is States Steamship Co., which has 
applied for subsidy, a minimum of 24 and a maximum of 26 sailings, 
and they operate from the Pacific Northwest to the Orient and return. 

There is only one other substantial American-flag line in the 
offshore trade and that is Waterman Steamship. With the exception 
of Waterman, every substantial American flag offshore operator will 
be asking for subsidy. 

Mr. Preston. The answer to my question then is, yes, they will be? 

Mr. Morss. Very definitely. 

Mr. Presion. Please tell the committee how the granting of a 
subsidy contract to these operators or applicants will affect the 
number of subsidized operators presently serving these trade routes, 
or segments of those trade routes. 

Mr. Morsr. How will it affect them? 

Mr. Preston. Yes. 

Mr. Morse. I am not sure that I understand what your question is. 

Mr. Preston. Will it decrease their present income? 

_ Mr. Morsz. Ido not see why it would. These people are presently 
in competition with the subsidized lines. These people are not pro- 
posing to enter into new trade. 

They are already in business on the same routes. 

Mr. Preston. On the same routes? 

61922—55——29 
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Mr. Morse. Yes. 

Mr. Preston. In every case? 

Mr. Morssz. That is my understanding. 

Mr. Yates. Why do they need subsidies? 

Mr. Morse. The purpose of the 1936 act is to put them in parity 
with the foreign-flag competitors. They can receive a subsidy today 
and still go broke. 

For example, the average operating costs for American-flag cargo 
ships for 1953 approximated $29,426 per month just for manning 
costs including overtime and other fringe benefits. The manning 
costs under a foreign flag, British, were around $6,000 per month, so 
the foreign-flag operator can make a profit on a rate level where the 
American-flag operator cannot and will go broke. 


OPERATIONS UNDER FOREIGN FLAGS 


Mr. Preston. That brings up this question: How many of these 
applicants have been operating under foreign flags up to the time 
they filed an application for a subsidy contract? 

Mr. Morse. South Atlantic has not operated under any foreign 
flag. States Marine has never operated their own ships under foreign 
flag. These companies do charter foreign-flag ships, however. 

Mr. Preston. Until recently? 

Mr. Morse. They still are. 

Mr. Preston. Furnishing competition for subsidized operators 
that we have been picking up the check for for the last few years. 

Mr. Morse. They operate their own ships under American flag and 
charter foreign-flag ships. But, of course, the granting of a subsidy 
to any of these lines would be conditioned upon their completely 
divorcing themselves of their foreign-flag associations. 

Mr. Preston. That is required. In recent years they have been 
furnishing competition to the subsidized operators. 

Mr. Morse. Absolutely; very effectively. 

Mr. Preston. Which made the amount larger that we had to pay. 

Mr. Morse. Well, whether that is the true answer or not I just 
cannot say. If these people were not in the trade someone else would 
be in the trade. 

Mr. Yates. Why do they want a subsidy? Why is it not to their 
advantage to sail under the American flag now rather than remaining 
under the foreign flag? 

Mr. Morse. They are operating American-flag vessels in conjune- 
tion with some of their services at the present time, each of these 
four lines. 

Mr. Yates. But in response to a question by Mr. Preston you 
stated that they were competing with subsidized carriers along certain 
routes, and operating under foreign flags. The question that I asked 
is, why are they changing to the American flag at this point? 

Mr. Morsr. No, sir. States Steam, I believe, has few, if any, 
foreign-flag vessels in its operation. They do have four foreign-flag 
ships under charter. South Atlantic has none of its owned ships 
under foreign-flag operation. Isbrandtsen has its own ships under 
American flag and charters foreign-flag vessels. 

Now, you ask w hy do they want to “change? 

Mr. Yates. I understand that in order to qualify for a subsidy 
they now have to operate their entire fleet under the American flag; 
is that correct? 
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Mr. Morse. Yes. 

Mr. Yates. And I ask you, why they are now changing to Ameri- 
can-flag operations when they were previously operating under foreign 
flags and giving effective competition, ; 

Mr. SHevuey. I think that Mr. Yates misunderstands the situa- 
tion, if he’ll pardon me. These companies were operating vessels 
under the American flag with American crews from American ports 
without subsidy. At the same time they had a financial interest, or 
owned outright, other vessels which were operating under the Pana- 
manian flag, or the Liberian flag, or the Honduran flag with cheap 
rates. They were operating without any regulations from any source, 
and going wherever there might be cargo to pick up. That was the 
foreign-flag competition. If they get a subsidy under the 1936 act 
they will have to either sell their foreign vessels or sell at least their 
interest in all foreign-flag vessels; is that not so? 

Mr. Morse. That is so. 

Mr. SHetuey. What will be put under subsidy are the American- 
flag vessels that they have heretofore been operating without a subsidy. 

Mr. Yates. Is it an advantage to operate under the American flag 
with a subsidy rather than operate under a foreign flag unsubsidized? 

Mr. Morse. I can give you one example. I saw Mr. Henry Mercer 
the other day. He is chairman of the board of States Marine Corp. 
He said to me, ‘‘We have this option confronting us today. We cannot 
operate on this dual basis. We are an American corporation. We 
are American stockholders. We either have the option of going sub- 
sidized or going wholly foreign. At the present time our foreign-flag 
operations are carrying our American-flag operations and it is com- 
pletely uneconomical for us. We will either have to go subsidized 
and operate completely American-flag vessels with subsidy, or we will 
get rid of our American-flag vessels and operate completely foreign-flag 
vessels. Weare an American corporation and we would rather remain 
American-flag operators.” 

Mr. Preston. Is it not true that the falling off of shipping has lured 
some of these people into the position of desiring a subsidy contract? 

Mr. Morse. It has put them in a position where they are losing 
money in an unsubsidized American-flag operation. 

Mr. Preston. As long as it was profitable to operate under the 
foreign flag they were glad to do it. 

Mr. Morsz. It is still profitable to operate under a foreign flag. 
They can make money on today’s rates, whereas an American-flag 
operator without subsidy is losing money. 

Mr. Preston. These companies operating under a foreign flag, 
they are subject to have their ships requisitioned in the event of 
emergency the same as anyone else? 

Mr. Morsg. American-flag foreign-owned vessels are subject to 
requisition, 

Mr. Preston. American-owned foreign-flag vessels? 

Mr. Morse. Yes; they are subject to requisition? 

_ Mr. Preston. So far as our potential is concerned, they are still 
just as available as any ship subsidized; that is true, is it not? 

Mr. Morss. That is true, as to American-owned foreign-flag ves- 
sels. Many of these are foreign-flag chartered vessels however that 
they operate, which are foreign owned. These would not be available. 
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SUBSIDIZATION OF MORE THAN ONE OPERATOR ON ESSENTIAL ROUTER: 


Mr. Preston. In addition to complying with all the provisions of 
the 1936 act relative to the granting of subsidy contracts, whaj 
policy, if any, has your Board formulated regarding the subsidizing 
of more than one operator on an essential route? You will not hay 
to look into a book to answer that question, I am sure. 

Mr. Morse. No; but I have a letter that I wrote to Mr. Bonner iy 
respect to that specific question, and while I need not read it into the 
record, I would like to supply a copy of it for the record. In substance 
it says that the 1936 act does not specifically preclude double tracking 
and in fact contemplates double tracking. 

The hearings preliminary to the enactment: of the 1936 act clearly 
contemplated double tracking. ; 

Mr. Preston. The hearings contemplated it? 

Mr. Morss. Yes. 

Mr. Preston. Where in the act does it contemplate it? What 
language in the act? Can you cite me the language? Since you wer 
previously the legal counsel, I am sure you would know that. 

Mr. Morse. Section 601 (a) of the Merchant Marine Act of 1936 
authorized and directed the Board to consider the application of any 
citizen of the United States for financial aid in the operation of 3 
vessel or vessels to be used in an essential service in the foreign 
commerce of the United States. 

Mr. Preston. Is that the language you are relying on to support 
your position? 

Mr. Morsz. In part. 

Mr. Preston. How does that refer to double tracking? 

Mr. Morse. We have to act upon the application of any citizen. 
It does not say any citizen not in competition with some other Amer- 
can citizen. 

Mr. Preston. Applying that doctrine that you have adopted, you 
would be required to give the same consideration to a person who 
might become the tenth applicant on a given trade route, would 
you not? 

Mr. Morse. That is correct, which requires that we consider all 
of the conditions established in the act precedent to the granting of 
subsidy, whether the trade requires the subsidization of the particular 
operator. 

Mr. Preston. Is it not true when you triple track, as you ar 
contemplating doing, you are reducing the income? There is just 
certain amount of business over these routes and you are dividing the 
business among three instead of between two, and the profit of the 
companies will be reduced to the point that the subsidy will be i- 
creased, is that not true? 

Mr. Morse. Not necessarily. 

Mr. Preston. Certainly shipping is not on the upturn, is it? 

Mr. Morse. A new applicant might be a more economical operatot 
than an existing operator. 

Mr. Preston. But you are saying this morning how they are al 
getting together and collaborating and using each others’ figures ‘0 
that they will all have an economical operation. 

Mr. Morse. There is quite a variation in the figures of the different 
operators actually and in their operating costs. Furthermore, | 
gets down to the question: Are we going to adopt as a policy the 
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“chosen instrument” policy, or are we going to protect all American 
citizens provided they qualify under the act? 

Mr. Preston. When you start injecting that broad philosophy, 
vou are getting away from the target purpose of this law. The law 
was not cook to protect all the shipping people of this country, but 
ather it was designed, as we all know, and without reiterating, to 
maintain a nucleus of a merchant marine, not for the benefit of the 
owner of the ship line, but in the event of an emergency. Is that a 
correct statement? 

Mr. Morsg. That is substantially correct from my understanding, 
but it is not the entire thing. 

Mr. Preston. That is it broadly. I am quite surprised to think 
the peer of the Board would contemplate the protection of 
American shippers, because I do not think it was ever intended the 
law should protect any shipper in this country. 

Mr. Morse. I would like to read to you a brief statement from 
House Report No. 753, 82d Congress, 1st session: 

The conferees on the part of the House point out that for several years the House 
has been urging that the monopoly— 
and they are referring to the 13 subsidized lines which have a mo- 
nopol 

Mir, Paonia. You are not throwing my own language back at me? 

Mr. Morse (reading): 
the monopoly that presently exists in connection with operating differentials 
subsidy shipping contracts be broken. The former Maritime Commission showed 
little inclination to break the monopoly and it is believed that the present Federal 
Maritime Board is favoring the monopoly. The members of the conference com- 
mittee insist that the number of voyages of the companies who enjoy and have 
enjoyed the benefits of subsidized operating differential subsidy contracts since 
the inception of the law in 1937 be reduced so that other companies, or individuals 
who have not enjoyed these benefits be permitted to do so. The conferees are 


of the opinion that it is grossly unfair for a monopoly to exist between the 13 or 
14 companies in this field and that the monopoly should be broken. 





Mr. Preston. Well, I understand that language. 

Mr. Morssg. All we can do is to follow the views of Congress, the 
report of the conferees and the law as we read it. 

Mr. Preston. Mr. Morse, I find from experience that the agencies 

of the Government like very much to follow congressional views when 
it 1s convenient to do so, but when it does not fit the thinking of the 
agencies they usually find some way of circumventing the statements 
made on the Hill. 
_ Now, the line between a monopoly and doing what is to the best 
interests of the taxpayers of the country, dollarwise, is very hard to 
define. I grant you that. None of us want to see a monopoly. But 
where do we stop? You say 2,000, but subject to the review every 
year, the fiscal review that we make, we do not know. It will be a 
monopoly at 2,000 the same as it is at 1,847. 

Mr. Morse. I do not want you to have, Mr. Chairman, the idea 
that we have prejudged these applications; that we have committed 
ourselves to granting the applications. We may deny each of them. 

Mr. Preston. I know that. You are a quasi-judicial board and we 
are not undertaking to influence your decision on a case. I want you 
to understand that. 

Mr. Morse. We understand that. 

Mr. Preston. What we are saying is not aimed at any applicant. 
We are talking about policy and the fact that you ask for 2,000 voy- 
éges indicates to us that you are seriously considering awarding con- 
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tracts to cover that many voyages, otherwise you would not hay 
brought the figure to the Congress. So we are forced into the positio, 
of discussing pending applications, but not individually, but rathe 
en masse. 

Mr. Morse. Yes. 

Mr. Preston. So it would be a monopoly at 2,000 the same as it \ 
at 1,847, would it not? 

Mr. Morse. Yes; excepting this is just about the ceiling on th 
maximum number of American-flag vessels that could be subsidized, 

Mr. Preston. So it boils down to a question of opinion as ty 
whether the monopoly should be 2,000 or 1,847. 

Mr. Morse. In part that and in part the matter of fair treatmen 
to our operators. You get back to the question: Is it the squeaky 
wheel that gets the grease? Are you going to take care of a perso 
merely because he is the first one to come in and apply for a subsidy 
or are you going to also protect the individual who has tried to operat 
as a nonsubsidized line and later finds that he cannot do it and the 
comes in and asks for a subsidy? 

Mr. Preston. Yes; but a good many of these lines are rather nev. 
comers to the shipping field who bought surplus vessels and went 
under foreign flags and while American merchant seamen were waiting 
around the union halls waiting for a job. 

Mr. Morse. These four with the exc eption of Isbrandtsen who 
became an American citizen about 1940, I believe—somewher 
around that time—are old-line American-flag operators. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. Assuming that the applications that are now pending 
are granted, is it true that you would then have 2 subsidized operators 
on trade route 30, 4 subsidized operators on trade route 29, 5 sub- 
sidized operators on the homebound segment of trade route 29, and 
dual and triple tracking of subsidized operators on at least 5 other 
trade routes? 

Mr. Morse. I think it probable, but I would like to check it and 
supply the correct answer to you for the record. 

Mr. Preston. If you will, please. 

(The information requested may be found beginning on p. 468.) 


ESSENTIAL TRADE ROUTES NOT BEING SERVED BY SUBSIDIZED 
OPERATORS 


Mr. Preston. Now, is it also true that there are four essential 
trade routes that are presently not being served by subsidized operators! 

Mr. Morse. I know there are some, but whether it is four, or some 
other number, I will have to check into and I will supply that for the 
record. 

Mr. Preston. Please do. 

(The information requested may be found on p. 469.) 

Mr. Preston. What effort is being made by the Board to get 
these routes served in lieu of triple tracking, or putting 4 or 5 companies 
on the same trade route? 

Mr. Morse. I do not know of any specific instance where the 
Board has attempted to encourage the initiation of a service 0 
1 of these 4 unsubsidized routes. 

Mr. SHetiey. Where are those four routes? Do you know offhand! 

Mr. Morse. I do not know offhand. I will have to check it and 
supply that for the record. 
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(The information requested may be found on p. 469.) 

Mr. Preston. Would it not be in keeping with the policy as 
enunciated in the Maritime Act of 1936 for the Board to encourage 
American-flag operators to serve those routes in order to meet the 
purposes of the act? ie daly : j 

Mr. Morss. Yes. I think it is definitely required by the statute 
that we encourage the service of those routes. 

Mr. Preston. Have these four essential trade routes we are 
referring to ever been served by a subsidized operator? 

Mr. Morsz. I am not sure, but I would like to supply an accurate 
statement on that. 

(The information requested may be found on p. 469.) 

Mr. Preston. None of these additional voyages that you seek, 
roughly 400, would be for serving either 1 of these 4 essential trade 
routes, would they? 

Mr. Morse. Yes; I believe that they would. 


EFFECT OF ADDITIONAL VOYAGES ON COSTS OF SUBSIDY 


Mr. Preston. State whether or not in your opinion the granting 
of additional voyages on existing routes already served by subsidized 
operators would increase the cost of the subsidy to the lines involved 
oh any given route. 

Mr. Morsr. Increase the costs to the existing subsidized operator? 

Mr. Preston. Yes. 

Mr. Morse. Assuming that the present American-flag operators 
remain in the trade, I do not see that the cost to an existing operator 
is affected whether the nonsubsidized American-flag lines continue in 
operation without a subsidy, or whether it continues in operation 
with a subsidy. 

Mr. Preston. Would it not make the newcomer to the route 
better able to compete with the existing operators? 

Mr. Morse. I am not talking about a newcomer; I am talking 
about an existing nonsubsidized ship operator. 

Mr. Preston. I am asking you another question now. 

Mr. Morse. If he is able to survive without subsidy, I do not see 
that it would affect the existing subsidized operator. Fundamentally, 
| think most of these four applicants that are coming in here request- 
ing subsidy realize the fact that they bought ships after World War II 
at a relatively inexpensive price. They are not in a position where 
they can earn enough money to replace them. They will either be 
forced out of operation under American flag, because of obsolence of 
their fleet, or they will be forced to go foreign flag. That is the reason 
they are coming in and applying for a subsidy. 

Mr. Preston. Well, they bought the ships cheap; you are exactly 
right, and the useful life of some of them has expired. 

Mr. Morse. That is correct. 

Mr. Preston. They find themselves now in a position where they 
are forced to the subsidy contract. 

Mr. Morse. That is correct. 

Mr. Preston. I am not quite sure that is the position that we like 
to find ourselves in. 

Mr. Morse. That is one of the penalties of operating under the 
American flag, Mr. Chairman. It is just like some of these low-cost 
truckers that we used to have out in California. Some would be 
cutrate truckers. They would make enough on their operations on 
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a sort of hand-to-mouth basis, but they did not appreciate the fag, 
that they would have to replace their trucks. In a few years of oper. 
tion they would go into bankruptcy because they could not replag 
their trucks. That is about the position of the American-flag operaton 
who are unsubsidized with the freight rates at their present levels 
They are not in a position where they can earn enough money to build 
up a fund to replace their vessels. 

Mr. Preston. I wonder if they have not already skimmed tly 
cream from the milk in these postwar years and are turning to th 
Government for a contract when the going gets rough. 

Mr. Morse. If I could foretell what the future brings and what it 
will bring for freight rates, I could say yes or no to your question, 
It may be that the freight rates in the future would be advantageous 
for them to remain nonsubsidized. I just do not know. But it is; 
fact for the first 2 or 3 years after World War II freight rates wer 
high and all operators, subsidized and unsubsidized, made money, 
Then for a year or so before the Korean war, rates were depressed 
and everybody was losing money. 


COMPETITION FROM FOREIGN OPERATORS 


Mr. Suetiry. Mr. Chairman, at the end of World War II most of 
the foreign countries that were engaged in the maritime trade were 
without vessels, is that not a fact? 

Mr. Morss. That is substantially correct. 

Mr. SHetiey. We set up the Ship Sales Act finding ourselves with 
a great number of surplus wartime built vessels, and we sold them to 
American operators, and some were also sold to some operator 
abroad; is that not so? 

Mr. Morse. That is correct. 

Mr. SHetitey. The American operator who bought vessels at s 
price set by Congress, and which was a good buying price, found 
himself in a position with the trade to operate profitably and ad- 
vantageously without subsidy. 

Mr. Morss. The Klaveness Line, and that is a Norwegian operator, 
operating from the Pacific coast, they have 8 or 10 ships in that trade 
all of about 18 knots and all of them built since World War II. Most 
of them have been built within the last 2 or 3 years, which is a far 
cry from the position of our American-flag operators. 

Mr. SHELLEY. Is it not also true, to follow the same line further, 
that there is another factor in this situation: With the cessation o/ 
hostilities in Korea, and with the withdrawing of possible military 
cargo, these vessels being faced with the loss of that, and the new 
competition from the Japanese lines and the Scandinavian lines, 
found that they could not continue to operate under the Americal 
flag, and as required by law pay American standards as against the 
operator who is paying local wages and low maintenance costs and 
low upkeep costs? 

Mr. Morse. That is absolutely true. 

With regard to the tramp cargoes, the bulk cargoes, we only carry 
8 percent of our outbound cargo and 24 percent of our inbound cargo 
in American-flag tramps. Foreign-flag tramps carry 92 percent o/ 
the outbound tramp cargo and 76 percent of the inbound tramp cargo. 

Mr. SHetuey. Mr. Yates a minute ago was somewhat surprised 
when I mentioned to him the very serious and severe Japanese com- 
petition coming into the Pacific coast. His comment was that they 
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have no more merchant marine; we sank the whole thing during the 


war. 

Mr. Yates. Did we not? 

Mr. Morse. We sank all of it during the war. 

Mr. Yates. How many ships do they have now? 

Mr. Morss. We have the figures. 

Mr. SHELLEY. Give the average tonnages and the speed of those ships. 

Mr. Morse. They are really fine ships that they are building. I 
have been aboard many of them on the west coast. I represented 
many of the Japanese as an attorney when I was on the west coast, 
and they are tough competition for the American-flag operators. 
Their cost of operation is down to bedrock. 

The Japanese had under Japanese flag 598 ships of 1,000 gross tons 
or over as of December 31, 1954, with a tonnage of 3,242,000 gross 
tons. Of this total, 494 are freighters of which 141 have speeds ranging 
from 11 to 13 knots and 130 ships have speeds ranging from 14 to 18 
knots. Of24 passenger ships, 7 have speeds ranging from 14 to 17 knots. 

Mr. Yates. Were those ships constructed since the war? 

Mr. Morse. Yes. With a few minor exceptions, where ships had 
been sunk near the shore and were salvaged and repaired—but that 
would be just a relatively few in number. 

Mr. Yatrs. Are those ships owned by the Government or by private 
operators? 

Mr. Morse. They are owned by private operators, but they re- 
ceived some construction subsidy from the government. 

Mr. Yates. A construction subsidy; do they also receive an oper- 
ating subsidy? 

Mr. Morss. I believe since World War II that they have not 
received an operating subsidy. 

Mr. SHELLEY. But there is some tax benefit provided. 

Mr. Morse. They receive a substantial tax benefit; yes. 

Mr. SHetuey. And are there not also some of the new Japanese 
operators set up in a kind of Government corporation, some kind of 
Government interest? 

Mr. Morss. Yes; very definitely the Government has an interest, 
a financial interest in the venture. 

Germany had, on this same date, 558 merchant vessels of 1,000 
gross tons and over with a tonnage of 1,992,000 gross tons. Those 
are again practically all post-World War II vessels. 

Mr. THoMas. Where did you get the information you are reading; 
Janes Ships, or what? 

Mr. Nicnots. It comes very largely from about 25 sources, among 
which are Lloyds Registry, American Bureau of Shipping, forei 
steamship company reports, consular reports, foreign technical publi- 
cations, and other technical sources. 

Mr. Tuomas. Which shows the number of ships, the total tonnage 
of all the maritime nations? 

Mr. Morse. Yes. 

=a Nicuots. The Maritime Administration maintains a continuous 
record. 

Mr. Morse. This is one of the records kept in our statistical 
division. 

Mr. Tuomas. I think it would be well if you would insert that in 
the record at this point. 

Mr. Morse. Very well. 

(The information requested follows:) 


aveewreetem ere ancerens: tf4ee.08 


we 


we ee © wee eee nr es of 











































































































































Ove t i. = | gel | a \t oF Se ' 
| » | | > lo ev ' 
|e is \s \t te ' ; s ci : 
. Fess == | 1s (6 £ joe {tz ic \t 1 \t r }2 |* = cSesunss 
} | } Im If | } | | : f 
68z est [21 | 99 ez, 81 z GL LE | $2g snanpuoy 
bez 6FL =| ST ZI {11 | SIp‘t |1z6 |t9r | IF SI jLOL ‘1 OWE) 
oe, |68% ioe |@Z1 1SZ ee 8% or OOF '% |O8S'T |ZLb eet RI 860 *F AutULIOT) 
49° T /O90‘T |ZIT |06I (Ser Z ZOT = |9% 996 ‘I (eset |STe [sz \ob \f |L6b ga gs jO8E ‘P ooUw 
LI (Str = |ST a. i eae es ~~ 1882 bL4e OST = " ie ha \9 \L06 puyyuyy 
9% 9I z \Lb |OF ii | LL |20 £1 1091 \dABy 
z t I a. eS a me Ye a g I I iT 11% Jopenoy 
¢ z I aoe - = --- : lol ; ZI b g 8 I 7% ; oTGQndoey UBoyUpUIOC 
cso. Leh eh C8 91 l 1g |2% OL |262'T |688 |82 i€ £ z £9 6L |9% |660°% yavUUe] 
a. ei To = * |2z ZI ig . ? la if UP YRAO[SOYOS, ) 
7". Se Poe, ae T I I ei *. <i 2% \6 , z £ I re itt nan) 
Or L I ee oe ee | “~""lege gaz ose 20 WHY WIBOL 
9 + z 3 hs he ie i |99 {8+ bl : ~ ee vl BIGQULOTOr) 
Ll £9 &% ST Or S$ Coke ae os ____ | 86% see =| 901 91 0% 6 109 fol wu 
aim sot sion sig st er 86g ez iigz~—si Le log ond) 
ene Seber ghee cee ke en : : Sak Ser g mau EL 
Zé , RZ g Tn 
62 69I |2% 2 91 a Gere Shh = 621 5 , OZT = |08 890 'T 261 [izvagy 
OZ 08 8 z I I 9 9 z 69% 9g r £6 Ol 00 | 192 WIN SLO 
or jee (oF 8 9 t 81 jst 9 woe 89 (RZ ise ie oat 0G = TZN onl wuyjuvssy 
=e | eee | —) |= — jo — |=——— = | —_——_—— — = _|- = — = = = = = = > = 
zor ies) =(lot Siig z (|e oz si ie e6t 09 lez |oz |pig zee leon 
ST 6 z 8 g I v € I SOL 8 vt z ZZ bl vz 
GZ gt I aro te *. : |'9 ul iI I oll 18 ft WY YINog Jo uojugy 
oa a? b I ; 2 OOF +8 +g Zl blo SOF Lb wipuy 
= ¢  £ I 02 SI 9 rel 68 L ol z Rt 9 Liz 00% = | 9 “punywez MON 
< oan i: aan a S Ll 10 9 682 16 06 gl bo ORF lel Byeisny 
£ z I - 91 ve £6 £0 Inge = |O® upuuny 
L83'L j986‘b [ISS 262 St |&2% G8e°T |808 ‘T eel €20 ‘8 |LOb‘L \Z0g 42. |€b /086 ‘I YL8 ‘22 \ezb ‘LIKES ‘Z wopsuTy poyyuy) 
-——-— —|- - — ,—— -- |--—- —— | ——_— | ——— --—-— - - | } } 
Sro‘L |esl’s oso je00‘T (969 [29% j60h‘T l6ez‘I |Zel jeee ‘el \Zee ‘6 |PhL ‘1 j60¢ LeL |ob Lsg‘t igbe ‘2 OGY SZ |LZ9 ‘61 \9t0 ‘E SUOTIUN 
| | | JO YIMOMUOUIWIO,) Ysa Oy 
6689 lgleb \leb lolo §=«liee ioe §= igez—SsfeS Cz ‘9 |g Iz ‘st \z99‘% [8 bo z69't \908'% |ice joes ‘se lent ‘ozlone ‘e (SNE poy, 
| | | | I } 
£28 ‘LE 108 ‘Ye 969 °2 gobs |F1z‘% |blo igiz‘% jovo'z jose | P28 ‘EL |290 ‘09/0986 |c09 (ee zo = fewz‘9 [cues lie ‘L [poz ‘tel |auz ‘68 \62 ‘V1 | a Un | Ae Mn LO 
calles delia as we owe De Petes Sel ee os 
| | | | 
suo} |. suo} |. suo} |. suo} | . suoy |. suo} |. suo} |. 
WY310M corp -uInN WUBI core ume 1/43} Om seuss dona 1qsem Gesnlen 1|PU310m peat Lestat {UST calite a UBIO oat aml | 
“peed +“! -peoq J N -proq | D +“) -pBaqy |" ft N) -pwog k Dy N} -peaq a D N “pred | vy N| 
\ } i | | | | . 
of ‘ vd sol ‘ . . au 
(si9que} ZuTPeyM , poyesos payor cai pom we ; O4180 PUB JOAULO8 ‘ 
SUIpPNpuy) s19yue,y, Ce AG —S10j 4 S101 J S4Oys}ON A Sod ealeanemters -sed UOTBUIqWOD | 
a i . MOL 
[Ossoa Jo od A, | 











(a040f fianjpiprm fiun fig paumo sdrys qupy: 


NTATAR i AIT Te ii H+ 


Tatts! € 4 OSE 


[spursnoyy ul odeuUO, } 








ae @ 844d eireee 








y 
‘ 


JLOUL PUD ** Id ‘sd ys a)qQD9 ‘8saynasgaor ‘sdi Ys JAUUDY) 8D YINS sadly poisads pup shoadajom punjput pup 
89YD'] #0914) 94) UO Sdiys sapnjora) YggI ‘1g “9eq fo $v 4200 pun sud] 8804) Gog‘, fo sdiys sojom pun unas burobnag ( 


pj4on ay) fo spayf punyoso py 





455 


TPs RIA IS S52 Seber meee Fh OF meme en 












It 12 It LI Il z , GGL S6r BL j g g I GR 81g : ud ‘ss ° 
si “0 8 | RE lz sourddyytt 
I le it \L1 I z | | 062 wg |LB ¢ g iT £28 ore 16 | [VIO 
| | | | | | | | | 
ae an erent reer oe . mee ese ae | sn — on . 7 - . ‘ os 
RE suo} | 410q oe suo} | 10q ana suo} | 10q Re suo} | 10q ee suo} | 410q 2. suo} | 10q a suo} | s0q | 
“ * aye So, ~ - eyes J i * ve +2, od , oye. . ¥ , oe s¢, = , pws 7 od ’ 
“pea SSO1f) -WURN -peoc om wnN “peo [feo wn) /-puac en WINN | peo SSO1f) -UIN} -pRoc [sor wnN -peocy 8804) /-WuN 
| | | | | | | | | | | | 
ayRsoTpApou an 
(sr04un) Sulpey : poyesesp jor : | I adie, “alinediids o#1v9 pue Josues | | all 
2 | Slope YING  . , | S19 YS01 7 | O18 puv sesues 5 
DaypUpU) SAE, eegynng | | «sud uorwuyquiog | Sed woreuTqmoD — 





[Ossoa JO od AT, 


"SO}1]S1FO1 OSOY} WIOA] popN[Oxd uveq BARRY Aoyy O[GeI Sty JO Sosodund soy = *syueUt 
28ULLIe yUONbesqns Aq sop.ijs{o1 soy} JOpUN SUTUPVUIOI [[]}S PUB S}UIUTOOITE 1OYIO JO OSvaf-pUd| JEpUN SB SUPMOT[OJ OY} 0} PoLaJsURTy SAYS POUMO-JUSUTUIVAOH *g ‘f) sepnpuy ; 














































































; 
nee | pes ase" l IIT g ; ms If iI Iz bl b “umouyu ys) 
a FI z 8 hd iT O1Z | Fe | a ¢ £ j9Z€ bbe 09 ““BIAB[SOTN A 
‘i, -~ —- ; el |" joe | iI iz iI iI uomld x 
R61 chr fgg |ez /01 ig ise ZT If 2 192% = |S6T_—s ge Blanzoue, 
662 SIZ 99 Ob 108 91 |OF Ig 160‘T |1eF 1G0% ; 102 \b8Z‘% 6z2‘T |IRe a ie 
4 1% z 4 ie 7" 2 ¢ | I 1G IGS “g 6 Avnaniyy 
Z8 zg 8 g \-F 1% | 68% (06 £6 6% 1e9 |6oF 621 7 ~ AOYIN 
z 1 I ea ; F 8 g ie ra \2 ~~~ puByyeyL 
a a * ren : £ z | enue 4 lf IZ oe : “""BLIAg 
8 ¢ I =) ga! Varah 186 Iz gor iz | -===pURLIEZIIMg 
002 ‘T 982 |I8 soe 19% |6E +9 09 91 SLI‘T |LOb 1Z6¥ ‘Z [929 “---="=-19peMmg 
£9% Z61 ee 8¢ OF bl ¢ ig I Sig 961 OLO'T [98% ee uredg 
cooas es oat : ioe z ““"nIqely Tpneg 
|Le 1SZ l ae Is , “BTR UN Y 
j2ze 0 |ZeSs«d KD ‘| \Ivb (6 [e3n1104 
its ibIZ = |Ze erie sa |bLe 199 ai . <ccneaes-IUIOd 
\L1T 162 81 SPS See jO0T = |9% ; ae tei cee sourddiiyd 
06 19 ZT - \16 |bZ Rie eee eG 
\O8Z‘Z  |S8F‘T 99% _ \S86"@ 61g | Brie mae “-"""""-@TBUBd 
iel9€ |zee% |16g iz b 189 ‘9 |990‘T |----~- = “---"-"" ABAVION 
"|8T aI i9 a : rat 9 CORBI ABT i penra ates a> SNIBIBOIN 
“1668 ‘% |P89‘T 608 en y 2 /€80 "8 |L0¢ ee ~-="=="SpuRLleayqeN 
2% ST ig ol 8% iL SEER ee ae “== Q00010 
eC | “| So oe . iZ iT | Aaa “-==-===-OOBUO yy 
\FT \9 oa est (6% as Soe ees ee 
61Z°T |P81 | iZ8b‘e |\e9e = [7 ” ‘ 2 ByoqV’y] 
1% \I \2 - uoUunqe’] 
hel QI | z Ru10M 
, \P PLE 'Z% |06F | uvdur 
OVL*T \oRT‘E |2zt \61t |@L oe lie \6 29 ‘I |obe 62 ef | way 
e $ { ler \zn | | oF Tr Deost 
| fer_-._je | || = tC a 








Serrseverya =e 


~ 


456 


NUMBER OF SUBSIDIZED SHIPS OF AMERICAN OPERATORS 


Mr. Tuomas. How many of these ships of American operators that 
are subsidized and those that are not subsidized? 


Mr. Morse. This particular statement does not show that but | 
do have that information, 

Mr. Tuomas. Just insert it in the record at this point if you will, 

Mr. Morse. We will be very glad to supply that information. 

(The information requested follows:) 
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OVERLAPPING OF TRADE ROUTES 


Mr. Tuomas. I think it ought to be pointed out at this time for the 
record that this backtracking heretofore referred to is not a bugaboo 
in itself. In the first place, this act under discussion was passed jp 
1936 and it should be reiterated that this country did carry on a ship- 
ping business long before this act came into existence, and most of the 
operators that are now receiving subsidy, particularly the old-line 
subsidized lines, were very much in the picture long before 1936; that 
is not true of all of them but it is true of the majority of them. And the 
point is that under this act the operators go where the business is and 
if there is no business you do not find them going there. That is No. 1, 
from the operators’ point of view. ; 

No. 2, from the Maritime Administration’s point of view, the 
Administration must justify the existence of a subsidized route to a 
particular place, and the way they justify it is based upon the tonnage; 
that is No. 1; and if there is no business, you would not find them 
going there. And whenever you find 4 or 5 applicants for the same 
route, it indicates, first and foremost, of all things, that that is where 
the business is. And if it is not there, they do not want to go there, 
because this act, even though it is lush with subsidy, does not guarantee 
that they are going to make a profit. They can go broke, theoretically, 
although I have not known of a subsidized line going broke, but if 
the business did not exist, the subsidy would not bail them out 
altogether. 

Mr. Morss. Along that line, Mr. Chairman 

Mr. SHetiey. May | interject this statement, Mr. Chairman? 

Mr. Tuomas. Yes. 

Mr. SHetuey. I am sure that Mr. Thomas knows this business 
better than some of us, but I am sure he did not want to leave the 
impression that these operators were not making money. 

; Mr. Tuomas (interposing). Oh, we are all familiar with the shipping 
oard. 

Mr. Morse. And the ocean mail contract. 

Mr. SHetiey. The ocean mail contract, yes. 

Mr. Tuomas. I did not intend to indicate that. I just meant to say 
that this country has engaged in foreign trade long before this act 
was passed. 

Mr. Morssg. Yes. Along the line of this subsidy, not assuring a 
profit, Mr. Thomas, I call attention to the fact that in the calendar 
year 1954, the American Export Line made a net profit, after subsidy, 
of about $250,000, as reported in the newspapers, despite the fact that 
their capital and surplus aggregated just under $50 million. 

Mr. Tuomas. There is no outright guarantee that they are going to 
make a profit, but it does help. 

Mr. Morse. There would have been substantially less profit with- 
out the operating subsidy. 

Mr. Tuomas. Mr. Yates? 

Mr. Yates. No. 

Mr. Tuomas. The mere fact that the trade routes overlap is not 
bad in itself; the indications are that that is where the business will 
be, and if it was not for the business, they would not be in there 
applying for trade routes. 

Mr. Morssz. That is correct. 

Mr. Tuomas. Mr. Clevenger. 
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VOYAGE LIMITATION 


Mr. CLevencER. Yes. It occurred to me that we had about 1,600 
voyages 2 years ago. 

Mr. Morse. Yes. 

Mr. CLevenGcer. And you are now asking for 2,000. 

Mr. Morssg. Of contract authorization, Mr. Clevenger; not to ex- 
ceed 2,000. 

Mr. CLeveENGER. And what do you expect to make it in 1957; 
2,400? 

"Mr. Morse. I could not undertake to predict anything but in 
rough numbers. As I mentioned earlier, other than these operators 
under discussion, there is only one substantial remaining American- 
flag operator, namely Waterman Steamship Co. They have not come 
in for subsidies. They have always been anti-subsidy-minded, and 
they would prefer to operate without a subsidy if they could do so. 
There has been a report in the newspapers of a recent date than an 
offer has been made to purchase the stock of Waterman, and if the 
sale goes through, what the thinking of the new purchaser would be, 
I cannot tell. 

Mr. CLEVENGER. But the fact remains that if they once get some 
cream on the kitten’s lip, you are going to get a fat cat, are you not? 

Mr. Morss. I am sorry, I did not get your question. 

Mr. CLEVENGER. It was just an observation, that once you put 
cream on the lip of the kitten, the chances are that your are going to 
have a fat cat in the making. 

Mr. Tuomas. It would go to help a little bit. 

Mr. Bow, any questions? 


COMPUTATION OF SUBSIDIES 


Mr. Bow. Some years ago the annual appropriations were about 
$20 million, Mr. Morse. Is that a realistic figure? 

Mr. Morse. It is not today. We can give you the actual figures. 

Mr. Nicuots. In answer to the question, Mr. Bow, as to whether 
it was a realistic figure, there were no rates to calculate as to what the 
ultimate obligation of the Government would be. The $20 million 
appropriated and expended was merely the partial payments that were 
made, and for some of the operators the partial payments were before 
the rates were established and were not fixed. It was a very small 
amount against what we actually owed and which we are now trying 
to catch up. We are talking here of subsidy rates, which have now 
been established: The actual subsidies calculated, for one year was 
around $28 million in 1948. 

Mr. Bow. What was the accrual subsidy cost? 

Mr. Morse. The accruals for 1956 are estimated at $107 million. 

Mr. Bow. So that there is a connection shown between the operating 
subsidy and the building program? 

Mr. Morse. Very definitely. 

Mr. Bow. Will you explain it? 

Mr. Morse. Under the 1936 act the operators are required to make 
certain deposits into capital and special reserve funds, and those of all 
the subsidized operators now aggregate nearly $200 million, which will 
put them in favorable position for new ships financing. And in that 


eee we ete ete eters ee er asenes 





460 


connection, between the operating subsidy and the construction sub- 
sidy that I am referring to 


EFFICIENCY OF LINES RECEIVING SUBSIDIES 


Mr. Bow (interposing). What is being done with reference to the 
efficiency of the lines that have received subsidies? 

ao Morse. I mentioned one of the things about the overtime 
study. 

e are also conducting studies on feeding costs. We are having 
two Marine Insurance people come down and discuss with us Marine 
Insurance, the Hull Insurance, P. and I. insurance problems. There 
are 5 items which we subsidize; 1 is labor—wages; 1 is the repair 
costs; 1 Marine Insurance costs, and the other 2 are supplies and 
subsistance. 

Obviously the major costs would be in the labor cost, and a sub- 
stantial portion of the subsidy is in that area, and it is in that area 
where there can be the greatest reductions at any time, so we are 
watching that very carefully, and the operators themselves are giving 
it careful study, because a part of the cost of labor is unsubsidized, 
which portion comes out of their own pocket, and they are interested 
in reducing the cost. 

Mr. Bow. How many Mariners are now being operated? 

Mr. Nicuo.ts. Only one would be 

Mr. Morss. The Pacific Far East line has one ship which is now 
being operated. They have another ship which will go into operation 
in about 2 months, with another to follow. 

The American President Line has four vessels which they have 
bought. One of them is being operated at the present time prelimi- 
nary to its going into the yard for conversion. 

Mr. Bow. From that one operation, you do not have experience as 
to what would be done on the subsidy? 

Mr. Morse. Just going on, it would be very difficult to say whether 
it will be a profitable operation or not. But the Pacific Far East 
Line—they are the first ones to buy the Mariners, and they are very 
optimistic about putting an additional Mariner into operation. 

Mr. Bow. How much would it take to complete the cleanup of your 
backloz of subsidies that are ready for payment? 

Mr. Morss. The $115 million that we are asking for. 

Mr. Bow. That will bring you up to current? 
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PARTIAL PAYMENTS 


Mr. Morse. It will bring us near current; there is 10 percent that 
we hold, the final 10 percent, which we always withhold until we 
make the final audit. Total holdbacks of this type are estimated to 
approximate $75 to $80 million. 

In addition, at the end of fiscal year 1956, we will be unable to 
pay the final quarter of about $25 million, so that for that amount, 
we could not pay it if we had the funds. 

Mr. Bow. On what basis do you make the payments? Is there 3 
final audit before you make the payments? 

Mr. Morse. Before we make the final 10 percent? 

Mr. Bow. Yes. How do you make the first payment; on what 
evidence? 
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Mr. Nicos. The first payment is made on the basis of a 75 
percent payment and that payment is made prior to the audit of the 
subsidizable expenses. 

Mr. Bow. That is made on a certificate furnished by the operator? 

Mr. Nicuous. Yes. There is an additional payment of 15 percent 
made, after all subsidized expenses have been audited by the Maritime 
Administration field audit staff, and on the basis of that audit of 
expenses, the 15 percent is paid, bringing it up to 90 percent. 

The final 10 percent is not paid until there is an annual audit of the 
company’s complete operation, after the establishment of rates for 
every subsidized item for a specific year. 

At the present time, we are still without rates for P. and I. insurance; 
we are almost current. However, the audit staff is proceeding with 
the audits subject to final adjustment when the insurance rates are 
established. 

Mr. Bow. The first 75 percent is paid on a certificate of the line 
without any previous audit? 

Mr. Nicnots. Yes. 

Mr. Bow. By the Maritime Administration. 

_ Mr. Nicuots. That is correct. 

Mr. Bow. That is correct. 

Mr. Nicos. The subsidizable expense audits at the present are 
practically current. ‘These audits are all within 6 months. We are 
trying to keep within 6 months on all of them. 

Mr. Bow. What has been your experience when you get the final 
audit on finding whether the certificated statement was correct or 
incorrect? 

Mr. Nicuots. Generally speaking—and I have some figures here 
on what has been suspended or disallowed in that regard—on the 
subsidizable expenses for the period July 1, 1952, to June 30, 1954, 
the Maritime Administration auditors made suspensions or dis- 
allowances of approximately $5.5 million of disallowances, which were 
adjusted, of course, when the 90-percent payment was made. This 
figure includes some tentative suspensions which may subsequently 
be resolved in favor of the operator. And actually there is also a 
check made on the certification prior to the audit. A check is made 
on every payment on the amount of capital employed which is the 
base for recapture withheld. The final 10 percent is based upon the 
excess profit audit. 

Mr. Bow. Do you have any indications, when the final audit has 
been made, that shows they had received more than the full amount 
of the subsidy? 

Mr. Nicuots. No. 

Mr. Morse. There is always adequate accounts payable owing to 
the line which is available for the protection of the Government even 
where we do pay the 75percent. 

Mr. Bow. I believe that is all. 

Mr. Tuomas. Mr. Horan? 


SHIPMENT OF SURPLUS AGRICULTURAL COMMODITIES 


_ Mr. Horan. I might ask this question, Mr. Chairman: I believe 
in Public Law 480, section 480 of the agricultural bill, we are trying 
to give away some surpluses and it was amended over in the Senate 
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to require that 50 percent be shipped in American bottoms, and that 
has to come out of the total amount allowed through agricultural 
appropriations. 

Mr. Tuomas. Yes. 

Mr. Horan. Why could not the Maritime Administration handle 
that as a sort of subsidy? It amounts almost to an additional sub- 
sidy, does it not? 

Mr. Morse. Indirectly it does, yes. 

Mr. Horan. Have you any figures that would indicate the amount 
of moneys that were deducted from funds allowed under section 480 
that have gone into freight rates in these surpluses? 

Mr. Morssg. We do not have the figures with us at the moment. 
We will endeavor to supply them if you wish. — 

Mr. Horan. I think if they could be supplied, Mr. Chairman, it 
would help. It has some bearing here, and I know there is con- 
siderable dissatisfaction with the arrangement among the people in 
the agricultural fraternity in the United States. 

Mr. Morse. Yes. 

Mr. Horan. If it could be supplied in one shape or another, | 
believe the record should show it, indicate what that amount is to be, 

Mr. Morssr. We will supply it. 

(The information requested follows :) 

The following information, furnished by the United States Department of 


Agriculture, pertains to the Yugoslavian and Trukish programs which are the 


only completed programs on which data are available: 
Ocean freights 
paid 


Total foreign-flag shipments_____.._....----- i eee elie $3, 772, 607 
Total American-flag shipments 4, 275, 424 


Total ocean freights paid 8, 048, 031 

The American-flag shipments were divided as follows: 
Tramp ships $3, 689, 324 
Lites Ue UPC OR ORO Jee VL ere. 586, 100 


Since the subsidized lines at the present time are only a part of the liner group, 
it is evident that these shipments have little effect upon the subsidized operators. 

Mr. Morse. I have two comments to make on that: The part of 
this cargo which is carried in liner ships, it would not be equivalent to 
a subsidized operation on the liner trade. Right now, whether they 
are American-flag vessels or foreign-flag vessels, the liner rate is usu- 
ally identical. So it would move at the same cost, whether shipped 
in a foreign flag or in an American flag. It is only in the tramp trade 
where there is the cheaper rate quoted by the foreign-flag operators. 
This is not the area where the subsidized lines we are talking about 
operate. The subsidized lines do not operate in 


ANALYSIS OF ESTIMATED FISCAL YEAR 1956 VOYAGE REQUIREMENTS 


Mr. Tuomas. Mr. Reporter, at this point in the record will you 
insert page 5 of the amended justifications? 

(The statement referred to follows:) 

The following analysis of contract requirements indicates that present contracts 


plus applications currently pending and under study require a minimum of 2,000 
voyages in fiscal year 1956. 
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Analysis of estimated fiscal year 1956 voyage requirements 


Operators Marimum 
Present contracts: contract requirements 

American Export Lines, Inc 

American Mail Line, Ltd 

American President Lines, Ltd 

Bloomfield SS. Co 

Farrell Lines, Inc 

Grace Line, Inc 

Gulf & South American SS. Co 

Lykes Bros. SS. Co 

Mississippi Shipping Co 

Moore-McCormack Lines, Inc 

The Oceanic SS. Co 

Pacific Argentine Brazil Line 

Pacific Far East Line- 

Pacific Transport Lines 

Seas Shipping Co 

even I INO Ds ee Sa eh eed dob Babee echyem ae 


Total present Contracts. -_................--- 
Contracts currently under consideration 


Total contracts_--_--_-_-- Vin AS elo aot chee —taeeh~ ok eabaer ka 
NE ee gti e a kde dcncwn Ra ebens cand eataennnns 


Total requirement 2, 000 


Mr. Tuomas. I think it should be pointed out for the record that 
the 1936 act has three big main purposes. Whether one of those main 
purposes is more heavily weighted 1s another matter. One is to have 
some type of nucleus of ships for national defense. No. 2 is to encour- 
age foreign trade. 

And No. 3 is to take care of the shippers that come under the act, 
and certainly there is no doubt about it that the more business this 
country does in the way of export trade, the higher your bill is going 
to be for the subsidized lines, assuming that they get their fair share 
of the business, and that is a natural assumption. And if the export 
business of this country goes up, and certainly with this lend-lease 
program still with us, it is the natural assumption that it is going to 
be in a higher volume of export business and if it goes up, it may not 
go up in proportion, but if it goes up and up and up, then the subsidy 
to these lines, the subsidized lines are going to get a part of that 
business. 

LANGUAGE CHANGE 


Now, I would like to discuss with the Administration some of the 
language changes. You have some language changes here. I want 
to read this language into the record: 


Provided that, to the extent that the operating differential subsidy accrual 
‘computed on the basis of parity) is represented on the operator’s books by a con- 
tingent accounts receivable item against the United States as a partial or com- 
plete offset to the recapture accrual, the operator (1) shall be excused from making 
deposit in the special reserve fund, and (2) as to the amount of such earnings, the 
deposit of which is so excused, shall be entitled to the same tax treatment as 
though it had been deposited in special reserve fund. 


SPECIAL RESERVE FUNDS 


At this point in the record will you insert a table showing the 
amount of the reserve fund, and of each of the subsidized operators? 


™ 33 ase 





ees ee Kier 


c 
c 


oa 


4 e¢ese8 co rR wire 


I 
New York and Cuba Mail Steamship Co 


464 


Mr. NicHons. Yes. 

Mr. Tuomas. And will you read them off at this point in the record’ 

Mr. Nicuots. The total is as follows—— 

Mr. Tuomas. For each operator. 

Mr. Nicuoxs. For each operator. 

This is as of June 30, 1954: 

For American Export Line, and I will give you the capital reserve 
fund first, $47,752.13. 

In the special reserve fund, $1,773,577.58, for a total of both funds, 
$1,821,329.71. | 
In the American Mail Line, capital reserve fund, $3,738,637.32. 

In the special reserve fund, $3,771,315.33, for a total of $7,509 ,952.65. 

The American President Line, Ltd., capital reserve fund, 
$11,056,023.08. 

Special reserve fund, $8,029,163.43. 

For a total of $19,085,186.51. 

Mr. Tuomas. All right; just insert the rest of them in the record 
and give us the total of all of them. 

Mr. Nicuots. The next line is the Farrell Line. 

Mr. Tuomas. Just give us the total. 

Mr. Nicwots. $4,481,181.55. 

Grace Line, Inc., $29,533,770.97. 

Mr. Tuomas. Just insert the rest of them in the record and tell us 
now what the grand total is. 

Mr. Nicuots. The grand total is $195,020,449.52. 

(The information requested follows :) 


Cash and approved securities on deposit in statutory capital and special reserve 
funds of sul sidized operators as at June 30, 1954 


Capital reserve | Special reserve 
funds funds 
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American Export Lines, Inc 

American Mail Line, Ltd 

American President Lines, Ltd 

Farrell Lines, Inc 

Grace Line. Ine 

nee Bros. Steamship Co., Inc 
ississippi Sh ipping | ., Ine 
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Moore-McCormack Lines 
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Oceanic Steamship Co __-_---- San tm peel ini 

Pacific Argentine clei nasa Pa 

Pacific Far East Line, Inc 13, 789. 86 

Pacific Trangport Lines, Inc é 143, 426. 64 2, 594. 
Seas Shipping Co., Inc 1, 838, O15, 06 2, 498, 959. 96 . 
United States Lines Co 4, 763, 013. 89 11, 480. 997. 41 16, 244, 011.30 


108, 468, 952. 31 86, 551, 497. 21 195, 020, 449. 52 
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A. Accrued mandatory deposits applicable to the resumption perio1 (generally, Jan. 1, 1947, to De. 31, 
— not included in the above, amount to approximtely $29,800,000, comprised of $13,400,090 applicable 
to the capital reserve funds (depreciation) ani $16,400,000 applica le to the special reserve funds (excess 
profits). In some instances conditional deferments were granted wit’ resp2ct to thes? azcru ws. 

B. Contingent assets as reported by 11 subsidized operators, repres2nte1 by deferrei op>rating-Tiff»ren- 
tial sutsidy receivable, amounted in the aggregate, 1s of June 30, 1954, to approximitely $73,500,000. In 
eontrast e records of the Maritime Administration reflected an aggregate amount of approximately 
$125 million applicable to 17 operators. 


Mr. Tuomas. Just what does that $195 million plus represent? — 
Mr. Nicwots. It represents both the deposits into the capital 
reserve fund, which are depreciation deposits or voluntary deposits, 
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as the case may be, of $108 million and in the special reserve fund 
which is their share of the excess profits on the basis of recapture 
provisions of the act of $86 million for the total of $195 million. 


PAYMENT OF INCOME TAX 


Mr. Tuomas. Do they pay income tax on that money? 

Mr. Morsg. They do pay income tax, I understand, on the deposits 
of the special reserve fund. 

Mr. a Meaning what; the whole $195 million? 

Mr. Morsz. No;I1 am sorry. I misunderstood. 

Mr. Nicnous. They pay income tax on the first 10 percent of 
capital employed which is subject to annual income tax, but the 
balance is tax deferred, where deposits are made in the funds until 
they are removed from the funds. They are not subject to tax if 
they are placed in ship construction. If they are used for other 
purposes, then they are subject to income tax. 

Mr. Tuomas. For all practical purposes they do not pay income 
tax on the $195 million, do they? 

Mr. Nicuots. For all practical purposes, that would be correct, 
they are tax deferred. 

Mr. Morse. Let me add this 

Mr. THomas. What income tax do they pay and on what basis do 
they pay it? 

Mr. Nicnots. They pay an annual income tax on an amount of 
profit, which will leave them 10 percent of capital employed to the 
extent earned and not voluntarily deposited. 

Mr. Tuomas. All right; take the figures and just take any line, pick 
out any one you eant to, and on the basis of the accruals that will 
reflect what amount of money they are taxed on in that particular 
year. 

Mr. Nicuoxs. I would have to get the basic figures to come out 
with that. 

I would have, by operators, the amount of income tax that is actu- 
ally paid, or they are obligated to pay, as shown in figures in the 
confidential statements on file with the administration. 

Mr. Toomas. For what year? 

Mr. Nicuous. We have that for each and every year from 1948. 

Mr. Tuomas. Just amend that table and show the amount of income 
tax that they are obligated to pay; that table does not show what 
they actually paid? 

Mr. Nicnots. This includes both actual payments and estimated 
payments due; there may be adjustments of the items that might be 
pending payment. 

Mr. Tuomas. When is the tax due, under this language of the act? 

Mr. Nicnous. The tax would be due annually. 

Mr. Tuomas. Annually? 

Mr. Nicuots. Yes. 

Mr. Tuomas. And by putting the special funds in that reserve, 
they divest themselves of the obligation to pay taxes on the amount 
they put in reserve? 

Mr. Nicuous. This amount of tax is not based on the amount in 
reserve, 

_ Mr. Tuomas. What limitation is there on the payments that go 
into the reserve each year? 
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Mr. Nicnots. Well, the amount which goes into reserve, as far as 
the special reserve is concerned, is their share, other than the Govern. 
ment’s share on all profits in excess of 10 percent of the capita! 
employed. The Government’s share is withheld from subsidy pay- 
ment. 

Mr. Tuomas. All above what? 

Mr. Morss. The capital reserve fund is a matter primarily of 
depreciation, which is not taxable to any company. 

Mr. Tuomas. Can they put any portion of their profit in the fund’ 

Mr. Morse. I have not gotten to that yet. It also comprises 
proceeds from sales, and also proceeds from requisitions, and also 
to the extent that the sales price exceeds the tax base, which would be 
the profit, it goes in tax deferred. The same thing applies to all con- 
panies so there is no special benefit to these companies. The adminis- 
trator does permit voluntary deposits—— 

Mr. Tuomas. Of how much? 

Mr. Morss. The present level is not to exceed 35 percent of their 
vessel replacement value. 

Mr. Tuomas. To put it on a basis where we can all see what we are 
doing here: Suppose X company has made a net profit of $1 million 
after they take all the deductible allowables under the law. What 
part of that $1 million will you let them put into this fund, on which 
they pay no tax? 

Mr. Nicuots. Mr. Thomas, that would be based entirely on the 
capital investment; in other words, the $1 million, if that constitutes 
a 10 percent profit on the basis of the capital investment, then there 
would be no excess profits. However, if the capital investment was 
less, then it would depend entirely upon the capital investment em- 
ployed, the capital involved in the investment has to be determined. 
If the profit exceeds 10 percent of the capital investment, that portion 
over 10 percent is a mandatory deposit in the special reserve fund. 

Mr. Tuomas. In other words, the fund only applies to the excess’ 

Mr. Nicuots. The special reserve to the operator’s share of the 
excess profits. 

Mr. Tuomas. Over and above—— 


MEANING AND PURPOSE OF CAPITAL-RESERVE FUNDS 


Mr. NicHots (continuing). The capital-reserve fund is the depre- 
ciation fund, which is the annual depreciation deposit based upon the 
depreciable life of the vessel. 

Mr. Tuomas. And they would not pay any tax on that? 

Mr. Nicnots. On that fund; no. 

Mr. Tuomas. All right. What is the purpose of this capital fund’ 
It is really a depreciation of capital; that is the biggest part of it; is! 
not? 

Mr. Nicuots. That is correct. 

Mr. Toomas. What is the purpose of it? 

Mr. Morssz. Replacement; ships replacement. 

Mr. Tuomas. Will you read into the record at this point that section 
in your operating-differential subsidy contract dealing with the 
replacement of ships? 

Mr. Morsg. I am sorry; we do not have the subsidy contract here: 
some of the contracts spell out in so many words the obligation by 
ships as to replacement. 
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Mr. TuHomas. Of course that fund was set up for that specific 
purpose. 

Mr. Morse. Yes. 

Mr. Tuomas. To put that money in the capital fund, for the purpose 
of building ships with it. 

Mr. Morsz. Yes. 


SHIP REPLACEMENT BY SUBSIDIZED OPERATORS 


Mr. Tuomas. And the subsidy is contingent upon the building of 
ships, within the 20 years—that is about the actual life of the ship. 

What I am getting at is this: What has the Maritime Administra- 
tion done since 1945 with reference to enforcement of that section of 
the act and your contract dealing with subsidy with reference to the 
construction of new ships? 

Mr. Morse. I mentioned yesterday the American President Line. 
Within the last 6 months, we have entered into an amended contract 
with them which spells out their obligation during the next 10 years, 
the replacement of 19 ships. 

Mr. Tuomas. Is there not written into each and every one of these 
subsidy contracts something with reference to the replacement of 
ships? 

Mr. Morsg. There was not in many of them which were the con- 
tracts that were entered into some 10 years ago. 

Mr. Tuomas. That was within the contemplation of the statute, 
that it be in the general part of the contract. 

Mr. Morse. Yes. 

Mr. Toomas. That was the purpose of the statute. 

Mr. Morse. Yes. 

Mr. THomas. It was not the purpose of the act that there be no 
tax on it. 

Mr. Morse. I think that was a defect of administration at that 
time, the failure to spell out the replacement program, at the time the 
contracts were resumed in 1947. 

Mr. Tuomas. All right. When these contracts are made or are 
renewed, they are 10-year contracts, and once they are signed, the 
taxpayers of this country have an obligation which they cannot avoid, 
because these companies can go into the Court of Claims and can get 
an adjudication against the United States based upon the terms of the 
contract. 

Mr. Morss. Some of the 10- -year contracts are expiring in 1957 and 
we are insisting, and we will insist, that before—— 

Mr. Tuomas (interposing). Do you have any contracts that are 
going to expire in fiscal year 1955 or 1956? 

Mr. NicHots. No. The earliest date we have for a contract 
expiration 

Mr. Tuomas (interposing). I think it would be helpful if you would 
put in the record at this point a table showing when the present 
existing subsidy contracts expire. 

Mr. Morse. The earliest is for 1957. 

Mr. Tuomas. How many of them will expire in that year? 

Mr. Morse. Seven. 

Mr. Tuomas. Seven out of 13 or out of 16; 16, is it not? 

Mr. Morse. Seven out of 16; yes. 
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Mr. THomas. What is the thinking of the Maritime Administratio) 
now with reference to using roughly $200 million that has accumulated 
in the building of some ships? 

’ Mr. Morse. The thinking is that we will not enter into any replace. 
ment of subsidy contracts unless they start in on an immediate 
replacement program: 

Mr. Tuomas. Is that the purpose of these 3 prototypes; you 
planned to spend a part of that $200 million on them? 

Mr. Morssz, No; those are primarily national-defense prototypes, 
With the five replacement ships that we are asking construction 
subsidy a part is in connection with the replacement program of 
these operators. 

Mr. Tuomas. How can you separate the two? 

Mr. Morss. They are different types. 

Mr. Tuomas. The replacement in the national-defense contract? 

Mr. Morse. The prototype ships are primarily substitutes for the 
Liberty and the Victory types which were built in World War II; 
they are more mobilization ships than they are commercial ships. 

Mr. Tuomas. I do not quite get the distinction. Are you going to 
permit the subsidies and encourage not only your operating subsidies 
but also your construction subsidies to provide some ship that is slow 
and so forth, and has little value when we get them in war? 

Mr. Morse. Let us say for the record now, far from it, and we 
will carry on from there after recess. 


AFTERNOON SESSION 


Mr. Preston. The committee will come to order. 
Mr. Morse, will you proceed to furnish the information that was 
requested before we adjourned for lunch. 


SUBSIDIZATION OF MORE THAN ONE OPERATOR ON ESSENTIAL ROUTES 


Mr. Morsr. The questions you submitted to us this morning to 
gether with the answers thereto are as follows: In the event subsidy 
contracts are awarded to the above-mentioned applicants—presum- 
ably the four new applicants whose applications are pending—the 
following will result: 

(a) Two subsidized operators on trade route 30. 

That is correct. There will be American Mail Line and States 
Steamship Co., the latter being the new applicant. 

(6) Four subsidized operators on trade route 29. 

That would be correct. There are at present American President 
Lines, Pacific Transport Lines, and Pacific Far East Line, and if the 
application were granted States Marine Lines would be the fourth. 

(c) Five subsidized operators on the homebound segment of trade 
route 29. 

The answer is yes. American Mail Line is the existing operator 
which is subsidized, which would make it five on the homebound 
voyage. 
(d) Dual and triple tracking of subsidized operators on at least 
five other trade routes. 
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At the present time on trade route 15a -we.have Seas Shipping Co. 
and Farrell Lines. 

On trade route 21 we have Lykes Bros. Steamship Co. and Bloom- 
field Steamship Co. 

On trade route 29, we have just mentioned; and around the world 
we have American President Lines westbound and Isbrandtsen east- 
bound. 


ESSENTIAL TRADE ROUTES NOT BEING SERVED BY SUBSIDIZED 
OPERATORS 


There is a note that there are four essential trade routes that are 
not being served by subsidized operators. 

The answer is that on trade route 3, which is from New York to 
Cuba and Mexico, there was a subsidized operator on that, the New 
York & Cuba Mail Steamship Co. Their contract expired about a 
year and a half ago and they did not apply for renewal of their sub- 
sidy contract. At present there are only foreign-flag vessels serving 
that route. It is a relatively minor trade route and not particularly 
profitable. 

Mr. SHetitry. Did the New York & Cuba Mail Steamship Co. 
go out of business? 

Mr. Morss. I think they transferred their rights to T. J. Stevenson 
& Co., which is primarily a foreign-flag operation. 

We are considering consolidating Trade Routes 3 and 4 at the 
present time. 

Another trade route which is not served by a subsidized operator 
is Trade Route 11. That is the one from South Atlantic ports to 
ports in the United Kingdom, Eire, and continental Europe north 
of Portugal, on which there has been service by South Atlantic. 

Mr. SHetuey. That was a nonsubsidized operation? 

Mr. Morse. That was a nonsubsidized operation on which they 
had a subsidy application pending for many years. 

Mr. Suetiey. South Atlantic, I understand, is in negotiation with 
United States Lines for purchase. 

Mr. Morse. Yes. 

Mr. Suetiey. In the event United States Lines purchases South 
Atlantic, inasmuch as United States Lines is subsidized on certain 
routes, that does not mean they would be subsidized on the route 
now served by South Atlantic; they would have to make a new 
application for this route under their operation? 

Mr. Morse. That is right. They would have to justify getting a 
subsidy on trade route 11. The fact they are subsidized on another 
route would not automatically give them a subsidy on trade route 11. 

The third trade route not served by subsidized operators is 26—A, 
being served by States Marine Lines, as a currently unsubsidized 
operator. 

Mr. SHe.tiey. What is the geographical area of trade route 26? 

Mr. Nicnoxs. United States Pacific ports and the United Kingdom 
and Ireland. 

Mr. Morse. That is presently being served by States Marine Lines 
and if they get a subsidy it would be served by a subsidized operator. 

That covers the four trade routes on which there is presently no 
subsidized operation. As previously stated we have applicants now 
for 3 of these 4 routes. 
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DUAL TRACKING ON TRADE ROUTES 


Mr. Preston. Mr. Secretary, what is your policy with reference to 
placing additional operators under subsidy contracts on essential 
existing trade routes already served by subsidized operators? 

Mr. Roruscuitp. Mr. Chairman, it seems to me that the possibility 
of establishing an overall policy is a little difficult. It is more g 
situation where each matter would have to be reviewed, as the Man. 
time Board does review it, in the light of necessity for American 
participation and in the light of the kind of coverage that is presently 
available for a trade route. 

The fact that more than one line would be operating on a single 
trade route seems to me to be of lesser importance than the fact that 
there are enough ships so that the American merchant marine can 
get its fair share of the trade on that route. 

Mr. Morse. May I respectfully suggest to the Under Secretary 
that the dual tracking problem is a matter for the Board and not for 
the Under Secretary of Commerce. 


FEDERAL MARITIME BOARD’S AUTHORITY 


Mr. Preston. I am not going to become a part of any hassle 
between you and the Under Secretary. 

Mr. Morse. There is no hassle. I am merely calling it to the 
attention of the Under Secretary. 

Mr. Roruscuitp. Mr. Morse is right that the Board is an arm of 
the Executive and you have delegated to it those powers. 

Mr. Preston. Do you exercise any authority over this agency? 

Mr. Roruscuitp. I think I do. 

Mr. Preston. Merely administrative? 

Mr. Roruscuitp. The post of Under Secretary for Transportation 
is one which is used to consolidate a national transportation policy on 
the executive side by means of an exchange of thoughts and informa- 
tion by and between the various transportation agencies in that area, 
and in return it is used as a means of interpreting the top executive 
policy to those agencies. In other words, it is a two-way operation. 

Mr. Preston. Just how far you go and where you stop is rather 
hard to define, is it not? 

Mr. Roruscuivp. It is particularly hard to define where you start 
and where you stop, if at all, with respect to the Board. 

Mr. Preston. The Board is more a closed door policymaking affair 
than policy through printed directives? 

Mr. Roruscuitp. The Under Secretary’s Office would have no 
right to establish any directives on the matter of the Civil Aero- 
nautics Board nor the Maritime Board. 

Mr. Preston. I certainly agree with you on CAB, but I am not 
prepared to accept that completely as to ‘the Maritime Board. 

Mr. Morse. We have a dual situation in Maritime. There is 4 
Maritime Board and a Maritime Administrator. The Maritime 
Administrator’s activities are directly under the control of the Under 
Secretary of Commerce. The Maritime Board is, for housekeeping 
purposes, placed in the Department of Commerce but its activities, | 
believe, are independent of the Department of Commerce. 
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Mr. Preston. To what extent, Mr. Morse, are you subservient to 
executive policy? 

Mr. Morse. The Board, as I understand it, is an arm of the 
executive but we are primarily attempting to carry out the functions 
delegated to us by the Congress. The national transportation policy, 
as an example, is certainly an area which we would have to take into 
consideration in carrying out our deliberations assigned to us by the 
various shipping acts. 

Mr. Preston. National transportation policy as established by the 
executive branch or the congressional branch? 

Mr. Morss. Primarily by the congressional branch. 

Mr. Roruscuiup. Mr. Chairman, perhaps this will serve to clarify 
some part of this issue. When the Maritime Administrator, who is 
also Chairman of the Maritime Board, submits his budget, those 
matters pertaining to administration are very carefully reviewed 
and discussed by Commerce. Those matters relating to the Maritime 
Board are taken at face value and included in the Commerce budget. 


BOARD AND ADMINISTRATION ACTIVITIES 


Mr. Tuomas. Let us spell out the difference between the activities 
of the Maritime Board and those of the Maritime Administrator. 

Mr. Morss. Primarily, the activities of the Administrator are 
promotional, housekeeping activities so far as the fleet is concerned, 
carrying out the terms of the subsidy contracts which are awarded, 
and activities of that nature. 

The activities of the Board are very similar to the activities of the 
CAB. The Board determines under the various shipping acts which 
companies are and are not subsidizable. They also have ratemaking 
functions both in the domestic trade and in the offshore trade. The 
Board also has for consideration conference agreements, dual rate 
operations, and matters of that nature. 

Mr. Presron. You are the Administrator and Chairman of the 
Board? 

Mr. Morse. Yes, I serve in both capacities. 

Mr. Preston. In other words, you are a man with two heads? 

Mr. Morse. I am one of those monsters. 

Mr. Preston. And one head is not supposed to know what the 
other is thinking? 

Mr. Morse. No, I think it was the intent of Reorganization Plan 
No. 21 that a single man have both functions so that there would be a 
closer coordination between the two. 

Mr. Preston. But the Administrator does not influence the Board? 

Mr. Morse. He does in that he has 1 vote in 3. 

Mr. Tuomas. He is a voting member. 

Mr. Preston. He is a voting member? 

Mr. Morse. Yes. 

Mr. Roruscuixp. On the basis of economics, I think the system in 
Maritime has many advantages as opposed to civil aviation, because 
in Maritime both the Board and the Administration use the same 
staff very largely and a great deal of work, it appears to me from my 
limited experience, would be duplicated between CAB and CAA 
which is eliminated by reason of the fact that one staff serves both 
groups in Maritime. 
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Mr. Preston. I have often wondered about the setup of CAB ani 
CAA. There are certain functions in CAB that I think should be pe. 
formed by CAA, putting CAB more in the position of the Mariting 
Board, making it a quasi-judicial agency. 

Mr. Sueviey. May I ask some questions I did not have an oppor. 
tunity to ask this morning? 

Mr. Preston. Yes, Mr. Shelley. 


OBLIGATIONS OF SUBSIDIZED OPERATORS 


Mr. Suetiey. Mr. Morse, when an applicant comes in and makes 
application for a subsidy, it seems to be the thought of many people 
that all he does is apply for Government aid in operating ships. In 
return for that subsidy, are there any obligations he is required to 
assume? 

Mr. Morse. There are, very definitely. 

Mr. SHe.iey. What are they? 

Mr. Morse. He must contract to serve the particular trade route 
for a given number of years with a minimum and maximum number o/ 
sailings annually. 

Mr. SHeviey. Who sets the number of sailings? 

Mr. Morss. The Maritime Board. 

Mr. SHeituey. What are the factors that they take into considers- 
tion in setting the number of sailings that he is required to make? 

Mr. Morse. It is based on our trade route studies and turns 
primarily on the type and amount of cargo available. 

Mr. SHELLEY. In other words, considerations of service demand? 

Mr. Morse. That is right. 

Another element is that he must use only American flag vessels. 
He must not operate foreign flag vessels in any area. 

Mr. SHeutiey. When he is going to be a subsidized operator he 
must be exclusively an American flag operator? 

Mr. Morssz. That is correct. 

Mr. SHetuey. He can have no interest in any foreign flag vessels? 

Mr. Morse. No ownership interest in any foreign flag vessels, and 
= agency interest only if a waiver is granted on application to the 

oard. 

Captain Forp. He must also operate only American-built ships. 

Mr. Morss. Yes; the ships must be American built and they must 
have at least 90 percent of the crew American citizens. In addition, 
as of today, certainly in the last several years, whenever a new subsidy 
contract has been entered into they are obligated to enter into 4 
replacement program. 


SHIP REPLACEMENT BY SUBSIDIZED OPERATORS 


Mr. SHELLEY. The evidence of that would be the recent contract 
entered into between the Board and the American President Lines, 
for instance, for the replacement program for their existing vessel 
operation. 

Mr. Morse. That is correct. 

Mr. SHetiey. And Oceanic Steamship? 

Mr. Morse. Oceanic Steamship is another. There are others. | 
cannot think of them offhand but there are other contracts of recent 
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years where a replacement program is spelled out in the subsidy 
contract. 

' Mr. SHELLEY. What, at this time, is the policy of the Board as 
these subsidy contracts expire as to writing into the new contracts a 
replacement provision? 

Mr. Morse. It will be the policy, as indicated by the American 
President Lines contract, that we will require a replacement under- 
taking which will be a replacement undertaking not limited to the 
20-year age of the old ships, but it will be graduated. It will require 
some immediate replacement and the replacement will extend over 
the years so that we will not have all the replacement in a short period 
of 2or 3 years. It will be an attempt to maintain the ship-construc- 
tion industry at a fair level over a long period of time rather than have 
a tremendous peak in a few years. 

Mr. SHEetLEY. In other words, to eliminate peaks and valleys? 

Mr. Morse. That is right. Also, subsidized lines must effect their 
repairs in American yards and must buy their supplies and stores in 
American areas with the exception of fresh vegetables and items such 
as that that are perishable and not susceptible to being stored. 


LIMITATION ON PROFITS OF SUBSIDIZED OPERATORS 


Mr. SHELLEY. Is there a limitation on the profits that a subsidized 
operator can realize from his operation? 

Mr. Morsg. Only to the extent that we have a recapture clause in 
the Merchant Marine Act. 

or ee What does that recapture clause mean and how does 
it apply? 

Mr. Morss. That means we recapture—— 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. All right, proceed. 

Mr. Morsg. Recapture means that the Government recaptures 50 
percent of the profits in excess of 10 percent of their capital necessarily 
employed up to the maximum of the subsidy paid to the operator. 
That is on a 10-year basis. 

Mr. Sueituey. The operating subsidy contracts provide for a 
maximum number of voyages? 

Mr. Morssg. Yes. 

Mr. SHetitey. How many? 

Mr. Morse. 1,721 and a minimum of 1,370. 


VOYAGE LIMITATION 


Mr. SHe.itey. What is the maximum number of voyages in relation 
to the proposed number you are peas of? 
Mr. Morss. We are talking about 2,000 as a ceiling under our 


contract authority. That is about 300 more. 

The reason we put in the 300, it takes into consideration the appli- 
cations for additional voyages by presently subsidized operators; it 
takes into consideration our evaluation of the needs of the essential 
trade routes; and it takes into consideration the minimum and 
maximum number of voyages by these four new applicants. 
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Mr. Sueviey. Are there any instances in the past several year 
where a subsidized operator was meeting the maximum number of 
voyages he was required to meet and then came into the Board ani 
asked permission to make additional voyages because of additional 
business opportunities? 

Mr. Morse. Yes, there are numerous instances of that character 
where the excess number of voyages are without subsidy, but their 
profits are taken into consideration in our subsidy recapture formula, 

Mr. SuHetiey. What is the policy of the Board in a situation such as 
this, where operator A is operating on a given trade route, he is 
meeting his voyage requirements, and he has opportunities from time 
to time to pick up cargo by taking a little jog off the trade route? 
Does the Board allow that? 

Mr. Morse. We do so with limitations. We determine in our 
estimation whether that extra jog will be profitable, and if it will be 
profitable we determine whether there are other American-subsidized 
lines in that area, and if there are we give them an opportunity to 
pick up the cargo. We also consider if there are nonsubsidized carriers 
who can pick up that cargo, and if there are, we give them the opportu- 
nity to do so; and if not, we give the subsidized line the opportunity 
to pick it up. 

Mr. Sueuiey. I have heard from some of the operators on the 
Pacific coast that operate in the Far East that there are times when 
they have an opportunity to go maybe several hundred miles off 
route and pick up from half to a full load, and by the time the decision 
of the Board comes back that opportunity is past, some Japanese 
vessel or other vessel has picked it up. Is there a basis for that? 

Mr. Morse. Yes. there is a basis for that. That is one of the 
penalties for operating as a subsidized carrier. We have to protect 
the other American-flag operators in the trade, and I am sure there 
are instances where a subsidized operator has lost business because we 
have to look after the other American-flag operators. It takes about 
2 weeks for us to make our determination. We hope to shorten that 
time. 

Mr. SHetiey. Of course a shipper will not wait 2 weeks to have his 
goods moved. 

Mr. Morse. I agree with you. That is mostly spot cargo and 
there is a legitimate complaint in regard to our delay in getting this 
determination made. 

Mr. Suetiry. We have been hearing quite a good deal about the 
increasingly excessive cost of the operating subsidy. Have you given 
thought as to why it has been increasing from year to year? Tell us 
in a few words. 

Mr. Morse. There are several factors. One is, there are additional 
sailings being made under subsidy, additional vessels, 

Mr. SHELLEY. Outside of that factor, has the cost per vessel gone 
up in the last several years? 








al 


fer 
elt 


ur 
be 
e(| 
to 
T's 


ty 


he 
en 
off 
On 
Se 


he 
act 
ere 
we 
yut 


his 


nd 


his 
he 


rel 


nal 


yne 


475 


INCREASED OPERATING COSTS 


Mr. Morse. Yes, sir; there has been an increase. The United 
states rate of increase in wage level and cost-of-living level has been 
more rapid than foreign increases in the same items, although our 
.xperience shows as between 1953 and 1954 that spread has tended 
to level off. I think it is a fair estimate to say that in the future 
instead of increasing the tendency probably will be for the differential 
to decrease on some items. 

Mr. Horan. Could we find out why it will decrease? 

Mr. Morse. We are of the belief that the foreign wage levels will 
increase faster than our wage levels will tend to increase. 

Mr. SHettey. Do you mean you believe also our maritime wages 
iave leveled? 

Mr. Morse. I think there will be less of a disparity between the 


Btwo levels. 


Mr. SHELLEY. Is it not a fact that the basis for the disparity as 
between the wage and provision costs of our ships and the foreign 
ships is that we are trying to maintain an American standard of living 
whereas the foreign ships are maintaining the normal standard of 
living of their own respective countries? 

Mr. Morse. Precisely. That is one of the major reasons for the 
Act to maintain the American standard of living on the American-flag 
ships. 

Mr. THomas. We have done pretty well at it too, have we not? 

Mr. Morse. I think we have a very high standard of living on the 
American-flag ships. I think it was depressed in the thirties. 

Mr. Preston. Will the gentleman yield at this point? 

Mr. SHevvey. I[ will yield after I make this statement: It was so 
depressed that is why I quit going to sea in 1928. 

Mr. Yarrs. I would like to ask some questions. 

Mr. Preston. Off the record. 

(Discussion off the record.) 


WAGE SCALES, 1945-1955 


Mr. Preston. On the record. I think since we are discussing this 
wage matter we should have in the record a statement which reflects 
the wage scale in 1945 for merchant seamen in the principal categories 
and what it is in 1955. 

Mr. Morse. We will be happy to supply that, and if possible, we 
will do so on an annual basis so that it will be more informative to the 
committee. 

(The information is as follows:) 

The table which follows is all the information readily available. This schedule 
outlines the basic wage scales for calendar years 1945, 1950, and 1954. It does 


not include overtime and other benefits such as contributions to retirement fund 
Which have been granted during various intervening periods. 
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Basic wage rates and wages for class B freight ships ! 
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Mr. Preston. And I would like to ask this question: I have heard 
the statement made that 90 percent of the wage-rate cases have 
been determined by the Mediation Board rather than by the ship- 
owners in direct negotiation with the unions. Is that accurate? 

Mr. Morse. I would be inclined to disbelieve that. 

Mr. Preston. I have only heard it said, I do not know if it is true. 

Mr. Morse. I am sure most wage negotiations have been con- 
ducted by the shipowners themselves. Shortly after the war, when 
the Government was operating vessels, part of the rise in wage level 
was due to the agreement the Government made with the unions for 
increases, 

Mr. SHetuey. At that time all labor wages were subject to Govern 
ment review and approval. 

Mr. Morse. That is correct. 

Mr. Preston. Mr. Shelley, had you concluded? 


SHIPBUILDING PROGRAMS 


Mr. SHettEy. One more question. We were talking about the 
prototype vessels and a building program for new cargo vessels on 4 
replacement basis. Are they intermingled or are they two separate 
programs? That was answered this morning, but I did not quite 
understand all of the answer. 
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Mr. Morst. We endeavored to spell that out this morning. The 
three prototype vessels are requested primarily for the purpose of 
having in hand the usability of these austerity type ships in the event 
of anational emergency. We want the experience of constructing and 
operating these three prototype ships. 

Mr. SHELLEY. And these three prototype ships have no relationship 
and nothing to do with the needs of commercial operators as of this 
time? 

Mr. Mors. That is correct. After a year’s operating experience 
we may endeavor to sell them to the operators who have a replacement 
program, but the primary purpose is to determine their usability for 
national emergency purposes. 

Mr. SHELLEY. Are these construction programs of both the proto- 
type vessels and the replacement vessel building program making any 
contribution toward our attaining the goal of the Defense Department 
of the minimum number of people that should be employed in the 
shipyards on a security basis? 

Mr. Morse. It will make a substantial contribution. The goal is 
36,000 and the 1955 and recommended 1956 program will bring it up 
to 23,309. 

Mr. SHELLEY. As contrasted to 7,000 employed at present? 

Mr. Morsz. That is correct. 

Mr. SHetiey. That is all I have. 

Mr. Preston. Mr. Yates. 


INCLUSION OF NUMBER OF VOYAGES IN APPLICATION FOR SUBSIDIES 


Mr. Yates. You stated that those who apply for the subsidies 
must carry out the needs of the particular trade routes they propose 
toserve. Do they, in making their applications, ask you for a certain 
number of voyages, or do they merely apply to serve a certain route 
and you name the number of voyages? 

Mr. Morse. We make annual or biennial reviews. 

Mr. Yates. And the applicants request no particular number of 
voyages? 

Mr. Mors. Our studies set out the minimum and maximum 
vovages, 

Mr. Yarss. I still do not have an answer to my question. 

Mr. Morsr. The answer is ‘‘ Yes.” 

Mr. Yarns. There is a minimum and a maximum? 

\Ir. Mors. Yes. 

Mr. Yares. They apply for a certain number then? 

Mr. Morse. They apply presumably for the minimum and maxi- 
mum if they are a large operator. 

Mr. Yates. May they make voyages over the maximum? 

Mr. Morss. If they can take the cargo from a foreign competitor 
without subsidy. 

Mr. Yates. Does that happen? 

Mr. Morse. Yes, it happens. 

Mr. Yarrs. Frequently? 

Mr. Morse. Quite often. Pacific Far East Lines is an example. 
[ think their maximum is 40 subsidized sailings, but they have at 
least 12 unsubsidized sailings per annum. 
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Mr. Yates. Is the extra number of voyages you are asking this 
committee for predicated upon the extra number of voyages the 
companies have undertaken? 

Mr. Morse. In part; yes. The number is 56 which are presently 
sailing as unsubsidized sailings. : 

Mr. Yates. Why should they be subsidized if they are willing to 
undertake them without a subsidy? 

Mr. Morsr. Well, it depends in part on how long they will want 
or be able to sail without a subsidy. 

Mr. Yares. They will do it as long as they can make a profit: 
will they not? 

Mr. Morse. I assume so, and if the cargo justifies that sailing, 
they may refuse to sail because they will not be making a profit, but 
the requirement will still be there. 

Mr. Yates. If you require them to sail a certain number of voyages, 
can they refuse to make that number? 

Mr. Morser. No. They have to carry out the terms of the contract. 

Mr. Yates. Do the contracts vary in terms of the number of voy- 
ages, say between 50 and 55 for one route? Would you have the 
same five-trip differential for all of them? 

Mr. Morse. No; they vary. The reason for the spread between 
the minimum and maximum, there will be a variation in cargo from 
year to year. 

Mr. Yates. If the committee grants the additional voyages, will 
you increase the minimum and maximum both or just the maximum? 

Mr. Morse. Sometimes the maximum, but ordinarily both mini- 
mum and maximum. 

Mr. Yates. In other words, you raise the scale? 

Mr. Morse. Provided we see the volume of cargo justifies an 
increase in both the minimum and the maximum. 

Mr. Yates. Has it happened that any of these subsidized companies 
have not met the minimum of their contracts? 

Mr. Morse. With rare exceptions, and then only when they make 
application to us justifying their failure to make the minimum. 

For example, I saw one just the other day where they came in for 
an application for a waiver failing to meet the minimum, They had 
1 sailing which started 1, 2, or 3 days, less than a week, before the 
contract started, so in this particular instance I think there were 36 
minimum and they had 35, and they had 1 sailing only a few days 
before their contract period. 

Mr. Yates. What penalties are there if they fail to live up to their 
contracts? 

Mr. Morse. They lose their subsidy. 

Mr. Yates. For all of their voyages or for the remainder of the 
contract? What is the nature of the penalty? 

Mr. Morssr. They stand to forfeit their entire subsidy contract 
for the future. 

Mr. Yates. What about the past, the current year? 

Mr. Morse. I do not know of any situation where it has ever 
occurred, and frankly I have not considered the problem. I assume 
if they breach their contract presumably we could consider it breached 
from the beginning. 

Mr. Yates. What happens to the current contract? 
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Mr. Morse. I know that they would lose their subsidy as to the 
future, and my offhand view is it would breach their entire contract, 
so they would forfeit all subsidy. 

Mr. Yares. Is there an appropriate provision governing such a 
situation? 

Mr. Morse. I am sure there is a provision in the contracts spelling 
out the penalties. 

Mr. SHELLEY. There is a specific provision in the section of the act 
which gives you the authority to withhold the entire funds for that 
period. I know of no case where it has ever been done, but I think 
it is specifically set forth in the act. 


SUBSIDY PRACTICES OF OTHER COUNTRIES 


Mr. Yates. Are the maritime services of other nations subsidized? 

Mr. Morsg. Some of them are. It goes mostly to construction 
subsidies and to tax benefits and their operation—both in construction 
costs and in operations. 

Mr. Yates. Does our subsidy program contain comparable sub- 
sidies to those? Do we have tax benefits? 

Mr. Morss. As granted under the 1936 act. I think it would be 
desirable for us to submit a statement of how the tax picture affects 
an operator on a supposititious case. Instead of having a specific 
operator and his tax problems, we could give you a supposititious 
case and show you how it works. 

Mr. Yates. If that is agreeable. If you have already covered it 
why submit a statement? 

Mr. Morse. I do not think that we have covered it quite in that 
manner. I think if we spelled it out as an example it would be much 
clearer. 

Mr. Yates. The thing that I am interested in, and if you have 
already covered it you need not answer the question, is a comparison 
between the subsidies of our program and those of other countries. 
Have you testified to that? 

Mr. Morse. No, we have not testified to that. I am sure it has 
been done in the past and there have been numerous studies of com- 
parative subsidy policies of various countries. 

Mr. Yates. Can you submit a copy of such a study? 

Mr. Morse. We will endeavor to submit that information to you. 

Mr. Roruscuitp. The United States are unique in this respect, 
Mr. Yates, that is, by comparison with all other maritime nations our 
costs were so much higher, our operating costs are so much higher than 
those of any other nation that no other nation would be confronted 
with exactly the same set of circumstances. 

Mr. Yates. I can appreciate the fact this is a matter that, on the 
basis of comparative costs, your comment would be pertinent. The 
question that I am looking to is to whether or not we subsidize the 
same items as other countries, or whether there is a difference in the 
types of subsidies. 

Mr. Rorascuitp. On an operating-cost basis there is very little 
difference between the other maritime nations in the matter of wages, 
which is the principal component of the cost. The United States cost 
IS 3, 4, or 5 times the cost of other nations. 
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WAGES COVERED BY SUBSIDIES 


Mr. Yates. What wages do you cover? 

Mr. Morssz. All shipboard wages. 

Mr. Yates. What about the longshoremen? 

Mr. Morsz. No, those are not subsidized. 

Mr. Yates. Do the companies have contracts with the longshor. 


men? 
Mr. Morss. Most longshoremen are employed by independent 


stevedores. 

Mr. Yates. Do the companies enter into contracts with them? 

Mr. Morsz. The ship lines enters into a contract with a stevedoring 
company. 

Mr. Yates. And is that a part of the cost program that is sub- 
sidized? 

Mr. Morsz. No; it is not a part of the subsidy. The same costs 
are paid by an American-flag operator as are paid by the foreign-flag 
operator. They each contract with the same group of stevedores, 

Mr. Yates. The reason that I asked the question is the fact: thai 
I think this is one of the expenses of the operation that goes into the 
computation of your formula. 

Mr. Morss. No. We do not take into consideration the cost 0! 
the white-collar workers ashore either. There are only five item 
that we subsidize. 

Mr. SHetiey. And there is a good reason for it. What we trie 
to achieve in the 1936 act is parity. In other words, that is the cost 
of operating the vessel itself on a comparatively equal cost to the 
American operator with the foreign operator with whom he is com 
peting. 

Mr. Morse. That is the intent of the 1936 act. 

Mr. SHELLEY. The longshore cost of loading and unloading cargo 
is the same to the American operator as a foreign operator when his 
vessel is being loaded and unloaded in an American port, so there 8 
no differential. 


Mr. Morss. That is right. ; 
Mr. SHevuey. The cost of the white-collar worker to an Americal 


steamship company in an American port is the same as to a foreigt 
operator when he is employing American nationals because he ba 
to pay them a wage to meet the American standard, so there is 1 
differential and nothing to be met; is that not so? 

Mr. Morse. That is correct. 

Mr. SuHetiey. Now, I come back to the longshore question—t 
longshore costs in any way, directly or indirectly, or longshore pra¢- 
tices, have a bearing which may tend to increase or decrease subsidy 
payments to an operator? 

Mr. Morssg. I think the answer is definitely “‘Yes.”’ 

Mr. Suetiey. Can you give us some idea how? 

Mr. Morse. If, for example, you receive $100 for moving a (0! 
of cargo and it costs you nothing to load or unload, and you onl! 
have to pay your cost of transportation itself, obviously your protlls 
would be more than if you have to pay something for the unloadit 
and the loading in addition to your transportation. 

Mr. Yares. I think that you gave me a different answer before. 
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Mr. Morse. We do not subsidize the longshoremen. The wages 
of the longshoremen are not taken into consideration in determining 
our subsidy rates. It may affect the net profit position of the opera- 
tor, but the same net profit position of the foreign operator is affected 
to the same extent. 

Mr. SHELLEY. Let me put it differently. Is it not the maxim of 
the seagoing business that a ray only makes money when it is at sea? 
It is not making money lying alongside the dock? 

Mr. Morse. That is true. It is just eating its head off. 

Mr. SHe.ury. If an American vessel is lying alongside the dock 
and it takes 6 days to unload 1,000 tons of cargo, and a foreign vessel 
comes in and unloads and dispatches in 3 days’ time 1,000 tons of 
cargo, does somewhere an increased cost come into the picture in the 
operation of the subsidized American vessel? 

Mr. Morse. That is very obvious, because it reduces his profit. 

Mr. Preston. But only in the recapture. 

Mr. Morse. It is in the recapture insofar as the subsidy picture 
is concerned. 

Mr. Yarss. Only in the recapture, not in the computation of the 
subsidy? 

Mr. Morssg. That is correct. 


DETERMINATION OF NEEDS OF ROUTES TO BE SERVED 


Mr. Yates. How do you determine the needs of the routes that 
have to be served? 

Mr. Morse. Well, it is a study of the volume of cargo that is 
moving in the trade, the type of cargo, the number of vessels that 
are required for the service and the number of foreign-flag vessels 
in the trade. 

Mr. Yarss. Is it your idea that where the needs of the routes have 
to be met, they should be met entirely by subsidized voyages? 

Mr. Morsn. Not at all. I would be glad to see all American-flag 
operators unsubsidized if they could compete with the foreign-flag 
operators without subsidies. 

Mr. Yares. Can the American operators who are engaging in the 
extra voyages compete with foreign operators for such voyages? 

Mr. Morsz. Presumably hey have been able to do so in the past 
at a profit, else I am sure they would not sail unsubsidized. 

Mr. Yates. Why should that number of voyages be subsidized if 
they still operate at a profit? 

— Morse. They should not be if they can continue to operate at 
& profit. 

Mr. Yates. Are you not asking for subsidies for those voyages? 

Mr. Morse. They are asking but we are not necessarily approving 
their requests. 

_ Mr. Yares. But you are asking us to approve that request by ask- 
ing for a certain number of voyages. 

_Mr. Morss. We are asking you to authorize us to award a sub- 
sidy if the facts justify it under the 1936 act. In other words, we 
are not prejudging by coming in here and asking that we have this 
authority. We are not prejudging the merits of these applications. 
We do not want to be hamstrung by having a number less than 2,000 
if the facts do justify subsidizing that number. 
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Mr. Yates. The part that I cannot understand is this: Your pre. 
vious statement was that the operators would not undertake thes 
voyages if they were not profitable. If they are profitable, why do 
they need a subsidy? They are asking you for a subsidy for theg 
voyages, otherwise you would not be in here asking us to increase the 
maximum figure. Is that not true? 

Mr. Morse. That is in part true. I think some of these nonsub. 
sidized voyages have been very profitable in the past. But whether 
they are today, or will be next year, is a difficult question to answer, 

Mr. Yates. The next question is, do you know whether or not the 
needs of the route require those voyages to be subsidized? 

Mr. Morsz. I cannot tell you offhand. 

Mr. Yates. That is the subject for the hearing?. 

Mr. Morss. That is one of the questions for determination. 


CONTROL OVER UNSUBSIDIZED VOYAGES 


Mr. Yarss. And you have no control over unsubsidized voyages 
of these operators? 

Mr. Morsn. You bet we do. 

Mr. Yates. Suppose the operator has 12 voyages subsidized and 
he wants to undertake an unsubsidized voyage on that route, what 
does he have to do? Does he have to get your approval? 

Mr. Morse. He has to get our approval and we will permit him to 
sail unsubsidized after we have determined a number of facts, such as 
whether we think it is necessary, whether there is another subsidized 
line in the trade, whether there is another American-flag unsubsidized 
carrier trading in that area and factors of that character, and whether 
we think it is going to be a profitable operation. 

Mr. Yates. Have you not already had your hearings? If you tell 
him to go ahead and undertake that voyage as an unsubsidized 
operation, have you not in a measure already had your hearing that 
you propose to hold in the future? You will not permit him to takea 
voyage that will result in an excessive loss; will you? 

Mr. Morssr. Not voluntarily, but voyages have been made where 
losses have been incurred, substantial losses. 

Mr. Yates. Have any been incurred in those you have authorized 
in the last year that were not subsidized? 

Mr. Morse. We will have to furnish the information. I cannot tell 
you offhand. 

Mr. Yates. You cannot tell us whether the unsubsidized voyages 
you have approved have resulted in losses? 

Mr. Morsr. I can give it to you. 

Mr. Yates. Is not that something the committee should know 
before we give an increase in the number of subsidized voyages? 

Mr. Morse. Again, you are getting back to the fundamental 
policy of the act. The mere fact that they may make $10 profit 
on a voyage does not determine whether they receive a subsidy or not. 
If they make only $10, obviously they are not going to be in a position 
where they can enter into a replacement program. 

Mr. Yates. If that be true, why should we put any limitation on 
the number of voyages? Why not leave it entirely to your Board? 
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Mr. Morstz. I think it is desirable there be a limitation. I would 
not want to give an employee of mine a blank check writing authority 
without some supervision over him, or without some w eekly or annual 
accounting, and I think that is the purpose of the 2,000 limitation. 
[ think it is proper there should be an annual accounting to the Con- 
gress on these requirements. Such limitation has not been imposed 
heretofore. 

BASIS FOR VOYAGE LIMITATION 


Mr. Yates. How do you arrive at the 2,000? 

Mr. Morse. We can see that that is the maximum number we 
have in hand that are requesting subsidy voyages at the present time. 

Mr. Yates. Suppose that you decide that there should be 2,400 
subsidized voyages. Suppose as the result of the study and a sudden 
burst of trade you decide that there should be more voyages; do you 
then come in for a supplementary request before us? 

Mr. Morse. We would have to come in for a supplementary, 
although we do not anticipate having to do so from our studies and 
knowledge of the picture. 

Mr. SHetuey. And, conversely, suppose you got the 2,000 and the 
Federal Maritime Board decided against all 4 of these pending appli- 
cations, what becomes of the additional voyage allowances granted 
by the Congress? 

Mr. Morse. They will just be unused. 

Mr. SHettey. Will you repeat that for the record? 

Mr. Morse. They will be unused. 


SALARIES AND EXPENSES 


Amounts available for obligation 
(Balances for June 30, 1954 are as certified under sec. 1311, Public Law 663) 





1954 actual | 1955 estimate | 1956 estimate 














Bn I ee ne cu ctaccascaceea | $15, 500, 000 $13, 500, 000 $15, 100, 000 
Reimbursements from non-Federal sources___----------------- 60, 139 | 7, 400 | 7, 400 
Reimbursements from other accounts---.------- cedcccaNeeeee 2, 607, 917 3, 806, 700 3, 414, 900 
Total available for obligation... ....................---- 18, 168, 056 17, 314, 100 18, 522, 300 
Unobligated balance, estimated savings_------- insane cance —223, WOE li Lcascametoakaleatescuiie > 
Obligations incurred --_---- 17, 944, 135 | 17, 314, 100 18, 522, 300 


Comparative transfer from “ ‘Maritime ‘training, ‘maritime 
activities’’: | 





ne nn ia shaw pide niesacal ancaue ats ere 
TOGERIITIE CIOAIIIN oo oi. cickn ccna ccccncamcneuuftavstltadenus 61, 300 
poo RS ae eee -| 17,944,135 | 17,527,800 18, 522, 300 





Note.—Reimbursements from non-Federal sources above are for services and utilities provided for com- 
mercial leasees of portions of shipyards, warehouses, or terminals (66 Stat. 393). 
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Obligations by activities 





Description 


Direct Obligations 
Appropriated funds: 


2. Maintenance at diewens RIN Sea eta ee 


3. Operation of warehouses 


4. Maintenance and operation of terminals... -__- . 
5. Maintenance of reserve training stations_._..___---- 


6. Reserve fleet expenses 


Doetel Civect ebiiatieen: «5.5. < ~ sin cede obennni 


Obligations Payable Out of Reimbursements 


Reimbursements from non-Federal sources: 


2. Maintenance of shipyard facilities. 
3. Operation of warehouses 


4. Maintenance and operation of terminals... 


eer ig 6 from other accounts: 
Administrative expenses. 
. Maintenance of shipyard facilities. 
> Operation of warehouses 


5. Maintenance of reserve training st stations ‘i 


6. Reserve fleet expenses-_------- 


Total opligations payable out of reimbursements 


yi eee ees 


| $7, 149, 500 
505, 883 
- re | 


| 
' 
| 


| 6, 842, 512 


$5, 978, 700 $6, 200, Oy 
515, 600 | 736, 3) 
695, 8 


6, 460, 000 | 7, 400, 09 


15, 276, 079 


13, 652, 400 15, 100, Oy 








108, 956 | 
574, 124 | 


| 2,668, 056 | 


| 
3, 400 | 3 4 
4, 000 1 


1, 985, 100 | 2, ORO, Ay 
31, 000 | 31, 8 
40, 900 | 25, 000 
61, 300 | 

1, 749, 700 1, 269, 30 





| 17,984,135 | 


i 875, 400 3, 422, 3 
17, 527, 800 522, 30 


Otligations by obiects 


Object classification 


MARITIME ACTIVITIES 


Summary of Personal Services 


Total number of permanent positions 
Average number of all employees. - 
Number of employees at end of year _-- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade _. - 
Ungraded: Average sal: ary. 


Personal service obligations: 
Permanent positions -- 
Positions other than permanent_. 


Regular pay in excess of 52-week a 


Payment above basic rates. 


Other payments for personal services a sas 


Total personal service obligations 


Direct Obligations 


IN ad he ee cates 


Travel 

Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 


Services performed by other agencies 


Supplies and materials 
Equipment 


ee ace 


Refunds, awards, and indemnities 
Taxes and assessments 


1954 actual 


| 1955 estimate | 1956 estimat 


$14, 338, 077 
1, 938 

52, 638 

148, 639 

22, 905 


14, 564, 197 


12, 259, 378 
93, 890 
49, 070 


126, 338 
56, 214 
311, 026 
730, 479 
1, 293, 514 
131, 582 
2,121 
360 





14, 378, 700 14, ast, 


34,118 | 35,350 | 





15, 251, 079 


$14,192,720 | $14, 803, 45 
1, 450 | 1, 44 
53, 980 | 56, 30 


107, 1 


11, 054, 700 | 11, 997, 9 
50 | 99, 300 
63, 80 

153, 000 

336, 500 

56, 000 

467, 700 

34, 00) 

1, 446, 500 

141, 80 

250, 000 


58, 500 


15, 100, 00 














MARITIME ACTIVITIES—Ccontinued 
Obligations Payable Out of Reimbursements 


01 Personal services -- 


02 Travel 


43 ‘Transport: ation of things.............--.---- : 


Object classification 


| 1954 


04 Communication services. .---.......------------- is wijenecerelin 


os Rents and utility services. - 
(6 Printing and reproduction - 
7 Other contractual services 


(8 Supplies and materials 


09 Equipment 


laxes and assessments .- - 
Total obligations payable out of reimbursements 


Total obligations. -...- 
{LLOCATION TO DEPARTMENT OF THE NAVY 


‘7 Other contractual services 


Total number of permanent positions. 
Average number of all employees --- 
Number of employees at end of year 


\verage salaries and grades: 
General schedule grades: 
Average salary -- 
Average grade. __. 
Ungraded: Average salary -. 


Permanent ; 
Positions ot 


Total personal service obligations 


Ol Personal services... - 


02 Travel_. 


03 Tr: ansportation of things. - 
(4 Communication services 
05 Rents and utility services__- 
( Printing and reproduction- - 


00 Equipment_- 


10 Lands and structures. 
13 Refunds, awards, and indemnities- 
15 Taxes and assessments---..-.------- 
Total direct obligations - _____ _- 
Obligations Payable Out of Reimbursements 


Ol Personal services... ---- 


02 Travel_- 


“9 Equipment 


Total obligations pa 


Total obligations_...-_- 


-——-F 


Summary of Personal Services 


rsonal service obligations: 


rer than permanent 

Regular pay in excess of 52-week bas: 
Payment above basic rates 
Other payments for personal services 


Direct Obligations 


07 Other contractual services - - - - ‘ 
Services performed by other agencies... _- 
08 Supplies and materials___-_- 


3 Transportation of things--_-.-- 
‘4 Communication services. -- 

05 Rents and utility services-_~- 
0 Printing and reproduction _-- 

‘ Other contractual services - - _- 
(8 Supplies and materials__- 


15 Taxes and assessments._-----__- 


yable out of reimbursements. 


Getigations by objeote— Continued 


actual 


2, 668, 056 | 


919, 135 | 


$25, 000 | 


$2,204,819 | $3, 324, 000 | 
35, 733 | 


} 23, 800 
62, 800 

8, 000 
28, 500 

295, 750 

| 600 
29, 650 


17,512, 800, 


$15, 000 


89, 850 | 
12, 450 | 


3, 875, 400 | 


j 


} | 1955 estimate 


195 





3, 600 | 





¥}) estimate 


$2, 983, 800 
76, 850 

18, 500 

21, 400 

43, 200 

6, 100 

29, 250 
223, 900 


19, 300 


3, 422, 300 
18, 522, 300 











3, 659 3, 580 
3, 017 | 2, 985 | 3, 102 

2, 998 | 2, 949 | 3, 189 

| | 

$5, 413 | $5, 570 | $5, 698 
GS-7.7 GS-8.0 | GS-8.3 

$3, 642 $3, 759 $3, 783 

$14, 338,077 | $14,192,720 | $14, 803, 450 
1, 938 | 1, 450 1, 450 

52, 638 | 53, 980 56, 300 

148, 639 117, 150 107, 100 

22, 905 | 13, 400 | 13, 400 





14, 


564, 197 | 


14, 378, 700 


14, 981, 700 


























12, 259, 378 11, 054, 700 | 11, 997, 900 
93, 890 | 84, 750 99, 300 

49, 070 53, 800 63, 800 
162, 989 153, 700 | 153, 000 
126, 338 | 238, 300 | 336, 500 
56, 214 | 45, 000 | 56, 000 
311, 026 | 189, 400 | 467, 700 
755, 479 733, 000 | 34, 000 

1, 293, 514 | 825, 800 | 1, 446, 500 
131, 582 | 238, 600 | 141, 800 

2, 121 seca 250, 000 
a ee bec sSvewealsnee 

34, 118 | 35, 350 | 53, 500 

15, 276, 079 13, 652, 400 15, 100, 000 
2, 304, 819 | 3, 324, 000 | 2, 983, 800 
35, 733 89, 850 | 76, 850 

8, 434 12, 450 | 18, 500 

30, 199 | 23. 800 | 21, 400 
117, 605 62, 800 43, 200 

5, 919 8, 000 6, 100 

44, 774 28, 500 29, 250 

92, 395 295, 750 223, 900 

20, 369 600 : i 

7, 809 | 29, 650 19, 300 

2, 668, 056 | 3, 87 5, 400 3, 422, 300 
17, 944, 135 17, 527, 800 18, 522, 300 
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Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





























1954 actual | 1955 estimate | 1956 estimate 
Obligated balance brought forward __._..__.......-----..----- $1, 084, 388 $1, 382, 333 $1, 121, 333 
Obligations incurred during the year_.___...__--- siieintie cebaiaee 17, 944, 135 17, 314, 100 18, 522, 300 
19, 028, 523 18, 696, 433 19, 643, 633 
Adjustment in obligations of prior years -__....-....---------- —29, 343 |....- imres@uenddess 
I eh Bt Aol... donenentinnibiéminede —2, 668,056 | —3, 814, 100 —3, 422, 309 
Obligated balance carried forward. --...........--------------- —1, 382, 333 —1, 121, 333 —1, 321, 333 
ER a ee rR ne ie | 14,948, 791 13, 761, 000 14, 900, 000 
ie =} = = 

Expenditures are distributed as follows: | 
Cut of current QUtROriMAGOO ic cicero... 2 02.2022 2eee 13, 897: 120 12, 420, 000 13, 812, 00 
Out of prior mucnectentions..c oo... 5 2 eck ssctowes 1, 051, 671 1, 341, 000 1, 088, 000 





Mr. Preston. If there are no further questions, we will pass to 
the next category, which appears on page 90 of the committee print 














A h appear: 
bh ok and on page 829 of the justifications. 
~~ . . . . . 
‘xe We will insert in the record at this point pages 829 through 832. 
“% (The justification pages referred to are as follows:) 
t 32 
( 12 SALARIES AND EXPENSES 
~ ob Summary of requirements 
> an I iio 55d tabs Sie nents Samet tiantssckasnGneaesegsoeesokns’eiadamineal $13, 500, 000 
- Comparative transfer from ‘‘Maritime training, maritime activities, Department of Com- 
7 ” 
: 1 DES cnend pit okpsidtnea sees MEER nnh ee keenccnneakeenddeionanwiueapiben seems aaah 152, 400 
> tne Total rrchaccséscoucentnae en ateoitcarnastaaeeree ataaaanilai is osacithendcotexatindeesasenamnmeaaiadals 13, 652, 400 
. 7. Deduc 
Cc = Positions filled, ees a es I os oo ices wi so brat in minreesioastrteesnenendae — $29, 685 
. ~> Completion of Mariner ship-construction program-___...........-..-.-------- —76, 800 
® tee SNe INI ION 6 niet gedit nn dla so danmnne en conmncyccsaneaecesenmemene —15, 000 
» am nn on wintethta Be ec —626, 250 
™ Hurrican Se ace Rn ee a neh apa oncuacecer ane —400, 000 
: 2 ‘cial contractual projects, reserve ck ak a 6s aalgsiinani cared —11, 500 
C* = ieee el and routine maintenance, warehouses - - --.-..--..--------------------- —1, 100 
~e Ne rn ii cckcandsceneenbennbeberd —5, 000 
i. Reduced program level, training stations__.-._......__.__-- ai ieeararie eaeaare —62, 450 
f Dame —_————— 1, 227, 785 
. Ae a ee 12, 424, 615 
c #’y Net difference, 1956 over 1955: 
. = 
L ad Requirements Difference, 
— increase 
~~ By activity | (+) or 
ae 1955 1956 decrease 
. “~ adjusted estimate (—) 
Administrative expenses................-.----..-- $5, 857, 215 $6, 200, 000 +$342, 785 
ne of shipyard facilities. ..............- 510, 600 | 736,300 | +225, 700 
I mais 583, 300 | 695,800 | +127, 500 
aintenance of Reserve training stations________- | 66, 250 | 67, 900 | +1, 650 
Mauete NS si ancins aia aa 5, 422,250 | 7,400,000 | +1, 977, 750 
CE eh cts aidivdiwcccancsnenncan | 12, 424,615 15, 100, 000 | +2, 675,385 +2, 675,385 
OE ee ie I 6a ncn cwennuenccancnbbated cemsacneatoineen 15, 100, 000 
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Mr. Preston. For this item, “Salaries and expenses,” there is a 
request for $15,100,000 as against the 1955 appropriation of $13,- 
500,000, or an increase of $1,600,000. 

This request also involves 203 new positions. I trust you have 
some testimony to support this large number of new positions. 

Mr. Morse. One hundred and fifty of those new positions are for 
reserve fleet expenses, and I will get to that in a moment. 


GENERAL STATEMENT 


We are continually exerting all possible effort in tightening of our 
administrative operations. While it is our belief that the staff today 
is giving better and more efficient service in meeting its obligations in 
the maritime field, we cannot overlook the fact that one of the most 
serious problems with which we have had to contend is the lack of 
sufficient funds to maintain a staff numerically adequate for adminis- 
tration of our programs. 

While we have succeeded in liquidating some of our backlogs of 
work and have accomplished substantial savings through reorgani- 
zation and reassignment, there are some areas whvre the lack of per- 
sonnel just will not permit the performance of the work on an entirely 
satisfactory basis. It is urgent therefore that the minor increases we 
have requested for administrative personnel be given favorable con- 
sideration. I refer particularly to the need for cleaning out the back- 
log of the old War Shipping Administration accounts dating back to 
the period of World War II, the requirement for more complete statis- 
tical data on maritime labor, cargo movements, and so forth, the 
serious backlog in mobilization planning for both ships and industrial 
facilities, and the analysis of operating costs of subsidized operators. 
These items are discussed in more detail in the budget justification 
material. I would like to emphasize, however, that the estimated 
benefits to be derived from the modest staff increase requested should 
be multiplied many times over in direct savings to the Government in 
the long run. 

With respect to all of these matters, we are acutely aware that our 
responsibilities toward the national defense, the merchant marine and 
the financial interests of the Government require more complete 
staff work. Under the limitations imposed during the current fiscal 
year, however, it is not possible to assign more staff to these important 
activities. The modest increases proposed for this purpose will aid 
in the proper discharge of our responsibilities. 


SHIPYARDS, WAREHOUSES, AND RESERVE TRAINING STATIONS 


During the past several years only very limited funds have been 
made available for upkeep and maintenance of our various Govern- 
ment-owned laid up maritime facilities. This has resulted in the 
continual deferral, year after year, of maintenance work to the extent 
that accelerated deterioration of Government property is occurring 
and will increase if adequate preservative measures are not taken. 
If allowed to continue this will undoubtedly result in an expenditure 
of greater amounts of money at a later date due to advanced deteri- 
oration, or will require needless excessive delays in the activation of 
these yards during the period of mobilization in the event of a national 
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defense emergency. We are therefore convinced that action shou 
be taken without further delay to undertake a program for the cop. 
rection of the most serious of these conditions. 

To provide funds for these purposes, the budget estimate for 1955 
makes provision for the performance of a number of projects in the 
reserve shipyards considered to be of the highest priority. I woul 
like to emphasize that these are not in the nature of rehabilitation 
projects, but constitute urgent deferred maintenance and repair. No 
consideration is being given at this time to those items that could be 
satisfactorily performed on a timely basis at the time of activation of 
the yard. The estimate provides for certain high priority items at 
each of the yards with the exception of the Vancouver, Wash., yard. 
Items of this type at this yard have been held in abeyance pending 
successful termination of negotiations now underway for the renewal 
of leases on this property. 

More than 50 percent of the increase of $225,700 requested for these 
reserve shipyard high priority deferred maintenance projects will be 
required for the demolition and removal of piers and ways at the 
Wilmington, N. C., shipyard. These structures are badly rotted and 
constitute a hazard to personnel, a serious potential fire hazard, and in 
their present condition a potential hazard to navigation. The redesign 
of this shipyard, which has been recently completed, provides for a 
6-way yard for T—5 tankers instead of a 9-way yard for Liberty ships. 
This redesign involves complete demolition of existing structures to 
advance reconstruction in the event of reactivation. For this reason 
and because of the existing hazard the demolition work proposed for 
this shipyard is considered to be of the highest priority. 

For maintenance and operation of warehouses, practically all of the 
increase of $127,500 requested is for the performance of urgently 
deferred maintenance work at 3 of the 5 warehouses being operated. 
About one-half of this amount is required to replace badly deteriorated 
roofing and for structural repair of the Norfolk, Va., warehouse. 

Provision is made in this estimate for the continued maintenance 
and preservation of the reserve training station at Alameda, Calif, at 
approximately the same level as in fiscal 1955. The Department of 
the Air Force on November 1, 1954, acquired by permit from the 
Administration the use of the entire Sheepshead Bay Reserve Training 
Station, therefore no provision has been made in the estimate for the 
maintenance and preservation of this station during fiscal 1956. 


RESERVE FLEET EXPENSES 


As of January 1, 1955, there were 2,093 ships in our 8 reserve fleets. 
These ships are in a varying state of preservation. 

It is our hope that shortly after the end of fiscal year 1955 cathodic 
bottom preservation will have been applied to all ships in our reserve 
fleets. It was necessary, however, to defer starting this program at 
the Mobile, Ala. fleet due to the necessity of reprograming funds for 
this purpose to two of the Atlantic coast fleets at Lee Hall, Va. and 
Wilmington, N. C. where extensive damage occurred to the fleet 
moorings by hurrican Hazel and where immediate emergency action 
was required. We have already notified this committee of the neces- 
sity for our taking this emergency action which has required the sub- 
mission of a supplemental request in fiscal year 1955 for restoration 








uld 


Or: 


956 
the 
uld 
100 


No 
. of 


rd, 
Ing 
val 


ese 

be 
the 
nd 
in 
ign 


ps. 

to 
On 
for 


the 
tly 
a. 
‘ec 


ice 
at 


he 
ng 
he 


et 


pS 
ib- 
on 





491 


of the funds utilized for this purpose. This request along with a 
further request for the installation of a completely new mooring plan 
at the Wilmington fleet was transmitted to the Congress under Senate 
Document No. 29 and is under consideration in the supplemental 
appropriation request currently before the Congress. _ 

During the past several years a backlog of both basic and recurring 
preservation work has been accumulating at all fleets. This backlog 
has been due to both insufficient funds in the past to accomplish the 
annual required preservation workload and to the return of large 
numbers of ships to the reserve fleets after activation for service in the 
Korean emergency. Although it is important to the proper preserva- 
tion of the ships that the backlog be liquidated at the earliest possible 
date, we have not considered it feasible to attempt complete liquida- 
tion of this work in 1 year. For this reason a schedule has been 
carefully developed to permit an orderly liquidation of the backlog 
over a 2-year period. The funds requested in the 1956 budget will 
permit liquidation of approximately one-half of the backlog with 
priority given to the most critical items. This long overdue preserva- 
tion work is a most urgent requirement. Further deferment. will 
intensify the risk that may result in deterioration of the ships to the 
point that their value as a national defense reserve may be in jeopardy. 
The frequencies of performing recurring cycles of preservation work 
are set at the greatest intervals possible consistent with sound preser- 
vation. A Navy Board of Inspection and Survey has already recom- 
mended that recurring preservation be performed more frequently, 
but we believe that the ships will be adequately preserved if sufficient 
funds are provided to maintain our scheduled cycles which are not 
now being maintained. We can approach the desired preservation 
level only by accelerating at this time the liquidation of the currently 
existing preservation backlog. 

Funds in the amount of $130,000 are included in the estimate for 
the replacement of some of the worn-out equipment now in use at 
these eight fleets. Much of this equipment was war surplus equip- 
ment which already had considerable wear before its acquisition by 
the fleets. By fiscal year 1950 this equipment had reached such a 
state of wear and obsolescence that an orderly replacement program 
was proposed. It has been necessary, however, year after year to 
defer these replacements due to the necessity for applying the ex- 
tremely limited funds made available, to the lagging preservation 
program. It is now imperative that certain replacements be under- 
taken for reasons of economy of operation and to provide reliable 
means of carrying out the preservation program. Our budget esti- 
mates outline in detail the items of equipment being considered for 
replacement. 

The estimate also provides for the construction of a permanent 
shore facility for the Olympia, Wash. reserve fleet. This fleet was 
originally established as a temporary site. It was determined in 
1949, however, that it would be both necessary and desirable to 
continue it as a permanent site when it was found that the bottoms 
of ships could be fully protected in salt water locations by the cathodic 
method. 

The existing pier, which is inadequate and inefficient, has been 
frequently surveyed and each report indicates that there is to be 
expected a continuing deterioration which will require a continuing 
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expenditure of funds to effect repairs to insure the minimum saf; 
use of the pier. A permanent shore installation is considered necessary 
for the most efficient and safe conduct of the fleet program at thy 
location. The proposed facilities to be constructed at an estimated 
cost of $250,000 will include a small office building, store room, repair 
shop, and garage to be constructed on a wharf at the fleet site. 

Mr. Tuomas. That is at Olympia. 

Mr. Morris. Yes. 

Mr. Tuomas. Your fleet is stored 5 miles from your docks there. 
_Mr. Morse. I have not been up there so I cannot answer the ques. 
tion. 

Mr. Tuomas. You can take my word that it is 5 miles. 

Mr. Morse. I will be happy to accept your statement. 


ADMINISTRATIVE EXPENSES 


There is one thing that we want to stress in this matter of adminis. 
trative expenses. We might use here the analogy of a football team. 
We have looked at the operating subsidies and the construction sub- 
sidies somewhat as the backfield. The staff which do the work on 
these things are the line up forward and the tendency is to overlook 
them. It is our thinking that the best way we can protect the 
interests of the Government, both in the construction subsidy .and in 
the operating subsidy, is for you to give us the modest increase that 
we are requesting. 


ADDITIONAL POSITIONS REQUESTED 


Mr. Preston. Let us get a little breakdown on the additional 
positions. You seek on page 830 or 831, according to the table, 57 
additional positions in your Washington office and in your field offices. 
Where are the other extra people? 

Mr. Morse. That is a gross of 57, Mr. Chairman. 

Mr. Nicnous. That is against the 1955 adjusted base. One 
hundred and fifty are in the reserve fleet. There is a reduction of 4 
in shipyards and warehouse activities. 

Mr. Preston. And that makes up all the new positions, the 57 and 
the 150 for the reserve fleets, or a total of 207 less 4? 

Mr. Nicno.s. Yes. 

Mr. Morss. Actually there is a net increase of 41 on the adminis 
trative side instead of the gross of 57 because there have been some 
puts and takes in some of our activities, and so instead of there being 
an actual 57 increase there is only a 41 increase on the basis of com- 
parison with amounts obligated. 

Mr. Preston. We go by what we see in the justifications. 

Mr. Nicuots. Mr. Morse is comparing on the basis of obligations 
in 1955 versus 1956. The table is on an adjusted basis. This covers 
the regular continuing administrative expenses only. 


NATIONAL SHIPPING AUTHORITY 


Mr. Preston. Why would you be seeking 17 additional persons 
under the heading “National Shipping Authority and Government 
Aid?” 
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Mr. Nicnots. Mr. Chairman, the increased positions for the Na- 
tional Shipping Authority and Government Aid are twofold Eleven 
are for ship operations personnel, which up until 1956 will have been 
working on the general agency program a substantial part of their 
time in connection with the National Shipping Authority activities. 
Those personnel were reimbursable from the vessel operations revolvy- 
ing fund. That program has been going down and our subsidy pro- 
cram has been going up. It has been a question of moving these 
people over from reimbursable funds to the appropriated funds rather 
than having them reimbursed from the revolving fund where previ- 
ously they had been giving the greatest part of their time. Emphasis 
has been shifting to subsidy and other continuing long-range activities. 
Seven of these people are in connection with the operating differential 
subsidy studies that we want to engage in, going into the practices 
and operating efficiency of the operators, such things as overtime, 
which we started to do some little work on. Currently we have only 
three people of our entire staff today who are exclusively working in 
that area. They are actually covering only one coast district. We 
want to expand that activity to concentrate on each of the three 
districts. That accounts for the total number requested for the 
National Shipping Authority and Government Aid activities. Actu- 
ally, 11 are currently on the pay roll and are being charged against 
the revolving fund, for the general agency program of the National 
Shipping Authority. 

Mr. Preston. Everybody that comes up here wants to expand their 
program for some reason. 


OPERATING-DIFFERENTIAL SUBSIDY ANALYSIS 


Mr. Nicnoxs. This is one program, the operating subsidy program, 
where a great deal more emphasis can be placed and you will get back 
in return greatly in excess of what you can actually add to it. We 
have applied all we have available in the current staff to the program. 
We have had to utilize the staff and concentrate on other backlogs, 
and it has been a problem of trying to throw emphasis into these 
programs that have been lagging and we feel need further emphasis. 

Mr. Yarres. What do you mean, you will get more value? 

Mr. Nicuots. Our view on this is that the more you look into these 
questions and practices of the subsidized operators, the storing 
practices, the feeding costs the more you can get into that type of 
thing by direct investigation—the more you may be able to do that 
should benefit in reducing the amount of the subsidy you will pay. 

Mr. Morsz. The more efficiency we can force on the operators, 
itis both to their advantage and to that of the Government. 

Mr. Suettey. You hope that the fact that you are looking into it 
closer may be an incentive to them to install new practices which 
may include some cost savings? 

Mr. Nicuots. It should be. 

Mr. SHeutuey. And that in turn will reduce the amount that will be 
paid in subsidy, taking into consideration the five factors that are the 
basis of the subsidy. 

Mr. Nicuots. We hope it will. 

Mr. Morse. That is the probability. 
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Mr. SuHetiey. What is the average cost per day for crew feeding on 
American vessels? 

Mr. Morse. It varies on the 3 coasts: $1.61 on the east coast, 
$1.59 in the gulf, and $1.99 on the west coast for calendar year 1953. 

Mr. SuHeititey. Why that range? 

Mr. Morse. In part the cost level is about 10 cents higher on the 
west coast. In part our records show that the pounds of consumption 
per man is about 1 pound more on the west coast for the crew than on 
the gulf or the east coast. Why that is we have not been able to 
discover. It takes personnel to check into those things. 

Mr. Nicuots. One other area that we feel is important is the statis. 
tical activity especially in connection with maritime labor. We haye 
asked for an increase for our economics and statistics program of 1] 
positions. 

One of the problems there is that we have at the present time on our 
current staff 2 people, 1 woman and 1 man, who are doing the only 
work being done on maritime-labor statistics at all, and furnishing 
information of this type to the Board. 

We have had during this year to develop a terrific amount of addi- 
tional data. A lot has not been available. The Department of Labor 
Statistics does not have it. Some of it basically has to be started 
from scratch. We have only scratched the surface on the status of 
our cadets and items of that type. 

We need people in that area. 

Mr. Preston. It is amazing to me that the Department of Labor 
Statistics does not have it. 

Mr. Nicuots. They have only limited statistics in the maritime 
field. 

Mr. Preston. Why do you need 14 additional people in your shop, 
Mr. Morse? 

Mr. Morse. It is primarily in the matter of auditing. It is for 
internal audits and our labor statistics. It isin our ship construction 
and construction subsidy rate areas. It is the machine tabulation of 
records of various sorts. It is in our Comptroller’s office, closing out 
the old War Shipping Administration wartime accounts. 

Mr. Preston. This item that you mentioned a while ago that is 
contained in the supplemental and passed by both branches of Con- 
gress and signed by the President, does your justification relate to 
that point at all? 

Mr. Morse. No, sir. 

Mr. Nicuo.s. It was a reserve fleet item. 

Mr. Preston. I remember what it was. 

Mr. Nicuors. This justification contemplated that action would 
be taken on a supplemental this year for that item. 

Mr. Preston. Other figures of the justification relate to that 
item of building those permanent facilities at Wilmington? 

Mr. Nicuots. No, sir. That is not covered in this budget. It is 
& separate item. 


ADDITIONAL PERSONNEL FOR RESERVE FLEET 


Mr. Preston. You mentioned briefly in your statement the need 
for 150 additional people in connection with the reserve fleet. 
Mr. Morse. Yes. 
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Mr. Preston. Is this for performing things which should have 
already been done to the fleet, or for any situation that has developed 
recently? 

Mr. Morsse. No. It is a situation which has existed since the 
termination of the Korean war. There were about 520. ships that 
were broken out during the Korean war and put back in. Our force 
has been too small in number to permit us to pick up all the aecumu- 
lated work which was required when those ships were put back in the 
fleet. 

Mr. Preston. What is the general nature of the work? 

Mr. Morse. Preservation work, painting and scraping, and super- 
vision of the cathodic installations and things of that sort. It is 
purely preservation work. 
~ Mr. Preston. You have a lot of money that you borrowed. You 
borrowed $400,000 from your cathodic program. 

Mr. Morse. That was solely the result of Hurricane Hazel. 

Mr. Preston. You put that back? 

Mr. Nicnots. That was for the cathodic protection of the bottoms, 

which is different from the yearly and semiannual work which is done 
on the machinery inside the ships. Some of these steps call for work 
twice a year, some every 2 years, both on the decks and hulls, and 
the cathodic program was for the bottom of the ships, an electrolysis 
system. 
+ Mr. Preston. You mentioned the cathodic treatment for the addi- 
tional vessels; did you not, Mr. Morse? Did your previous cathodic 
program envision treating all the bottoms in the reserve fleet in the 
previous appropriation? 

Mr. Forp. No, sir. 

Mr. Nicuoxs. Originally it was thought the cathodic system could 
be applied only to the ships that were in salt water. 

It was later found as we put the installations in effect at the various 
fleet sites that it was effective in salt or brackish water also. There- 
fore, the Olympia fleet was originally set up as a temporary fleet site 
because we did not believe we could use the system there. Since 
then we have found out that it can be applied, that is the reason 
that we are asking for a new fleet facility, docks, a small office build- 
ing at Olympia, since that has now become a permanent location. 
We have the cathodic system already established and installed in 
that fleet. The only cathodic system not installed, or started, is at 
Mobile, which will now be done on the basis of the supplemental 
appropriation just received. 

Mr. Preston. Is there any money in this budget for cathodic 
treatment? 

Mr. Nicnots. The James River fleet. 

Mr. Cievencer. Did we not a year ago give them something to 
complete the cathodic treatment of the fleet in the Gulf? 

Mr. Morsn. We received $600,000 for that purpose. $200,000 
was for materials which were acquired. When Hurricane Hazel 
occurred we diverted $400,000 of that $600,000 for the purpose of 
collecting the ships on the east coast here. 

Mr. CLevencer. You got your $400,000 back. You still have a 
fleet untreated? 

_ Mr. Morse. We are in the process of installing the cathodic system 
in the Mobile fleet now. 
61922—55 
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Mr. CLevencer. This force of maintenance men, are they going 
to be continuously employed? Are we getting a permanent establish. 
ment out of a temporary situation? 

Mr. Nicuots. This staff will be needed for this year and the nex 
year on the recurring preservation treatment of the ships which has 
nothing to do with the bottom treatment of preservation at all. It is 
the internal sections and hulls of the ships. 

Mr. CLEVENGER. I have a good memory and I will inquire abou 
this next year. 

Mr. Nicuots. In our statement we indicated we phased ow 
backlog program on this recurring preservation over 2 years, and we 
are asking for a staff in: 1956: and we will have to ask for it in: 1957 to 
complete the program. 

Mr. Morss. Then we will be caught up, and from there on it wil} 
be a matter of continuing the preservation work. 

Mr. CievenGcer. There will be no staff reduction? 

Mr. Nicuots. By the end of 1957 we would hope so. 

Mr. Morssz. We would anticipate a staff reduction because we are 
catching up a backlog here if we get the additional personnel; so we 
would anticipate a staff reduction when it is caught up. 

Mr. SHELLEY. What type of staff is it—a staff to apply preserva- 
tives and once the application 1 is done the staff will be reduced as the 
job is done? 

Mr. Nicuotns. It is a 2-year program to catch up on the preser- 
vation backlog on the ships. It will all be fleet labor involved in the 
om actually the lowest rate of pay that we have in the fleet 
scale. 

CHANGES IN APPROPRIATION LANGUAGE 


Mr. Tuomas. Let us see where we are. What do you include in 
your salaries and expenses here? Here is your language, “Salaries 
and expenses,” for necessary expenses for carrying into effect the 
Merchant Marine Act of 1936 and other laws administered by the 
Federal Maritime Board, and the Maritime Administration within 
limitations as follows, and you have bracketed out your dollar amount 
and it will read now, in the Maritime Administration, including not to 
exceed so and so for entertainment, authorized by the Administrator, 
and purchases not to exceed four passenger automobiles. You have 
bracketed out your administrative expenses for research and testing, 
maintenance of shipyards and facilities, and operation of warehouses. 
You have bracketed out reserve fleet expenses. I presume by your 
language you intend to cover your reserve fleet. Why take out these 
limitations? Are they not for your own protection? You come back 
and say repair of reserve fleet vessels and liquidation of contract au- 
thorizations. 

Is this right here, $12 million for contract authorizations? 

Mr. Nicuots. That is for the liquidation of a $25 million authoriza- 
tion for a ship-repair program which has already been granted. This 
is $12 million against it. 

Mr. Tuomas. You will have to insert the amount to liquidate the 
remaining part of your $25 million which will be what—$13 million? 

Mr. Nicuots. We have asked for $6 million in 1956. 

Mr. Tuomas. Where are your administrative expenses set forth’ 
Are you covering them here under salaries and expenses? 
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Mr. Nicnous. They are covered under the salaries and expenses 
appropriation. What we have asked for is an elimination of specific 
limitations in the salaries and expenses appropriation, and the purpose 
of our request is to permit more flexibility to the Administration in 
utilizing the salaries and expenses money. 

Mr. Tuomas. That is exactly what the committee has insisted on 
vour doing. It is a lump-sum appropriation, and why spend all this 
time justifying the reserve fleet when you spend it over here in the 
District of Columbia if you want to? In other words, does this cover 
now what is properly known as the administrative expenses, plus 
maintenance of shipyards and facilities? 

Mr. Nicnous. That is right, and operation of warehouses. 

\ir. Toomas. Maintenance of your reserve training stations. 

\ir. Nicnous. At Alameda. 

\Mr. Tuomas. Your deck schools are out? 

Mr. Nrcuous. Yes. 

Mr. Tuomas. What is the differenee between this heading of 
administrative expenses, and reserve fleet expenses? 

Mr. Nicnois. Administrative expenses are the administrative ex- 
penses of administering the various administrative programs and the 
administrative operations of the Maritime Administration, the Gen- 
eral Counsel’s Office, the Office of the Administrator, all of the other 
administrative and operating offices, the traveling expenses of admin- 
istering the programs, the Comptroller’s Office. The reserve fleet, 
expenses are the expenses of operating the eight reserve fleets. Opera- 
tion of warehouses, are the operating expenses of operating and main- 
taining five warehouses. 

Mr. Tuomas. In order to keep you straight and the committee 
straight, you better put the limitations back on here. 

Mr. NrcHots. Our reason was, as I said, to establish as much 
flexibility within a tight figure as we could. We are operating present- 
lyon a margin of about 1% percent. We are operating very tight. If 
we get into any emergency situation that might come up, like Hurri- 
cane Hazel, we will have very little leeway between the limitations, 
one from the other, to help out. 

Mr. THomas. You are not going to have those every year, are you? 
That is the first time that you have had one. 

Mr. Nicnous. Of that type. We have had other emergency 
situations. 

NUMBER OF PERSONNEL 


Mr. TuHomas. What is your total employment here? You have 
two tables. I am sort of confused. You have one table that set out 
2,476 for 1955 and in the same table you set out 2,679 for 1956. 
And then on down here on another table on page 831 you show 
administrative expenses where you have 930 against 987. Where are 
the rest of them? 

Mr. Nicnots. The 930 and 987 are administrative expenses. 
The rest of our staff payable from direct appropriated funds are in 
the reserve fleets, laid up facilities and warehouses. 

Mr. Tuomas. Where is that? 

Mr. Nicnots. It is nearly all in the field. 

Mr. THomas. Where are the rest? 
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Mr. Nicnous. The rest are reimbursable personnel. In 1956 y: 
will need 100 positions for general agency activities. The balance o/ 
the reimbursable administrative staff are included under the ship 
construction programs for 1955-56 programs. There is a limitation 
on the amount of ship construction funds which may be used for the 
new construction programs. 

Mr. Tuomas. Is this overall figure correct here of 2,679 for 195¢ 
under the heading ‘“‘Administrative expense?” 

Mr. Nicnots. That figure is correct for the entire appropriation 
salaries and expenses which includes reserve fleets and shipyards an( 
warehouses with the exception of the reimbursable employment. 

Mr. THomas. That is an increase of 203 over last year. Wher 
are the rest of them that you failed to account for here on page 831° 
There you have 930 for 1955 against 987. 

Mr. Nicuous. The balance are in the Reserve fleet. 

Mr. THomas. What page is that? 

Mr. Nicnous. Pages 859 and 860. 

Mr. THomas. What does it amount to? 

Mr. Nicuots. In 1956, 1,435 positions. 

Mr. THomas. Do you include that in your administrative expenses’ 

Mr. Nicuots. No. It is one of the activities under Salaries and 
expenses. Administrative expenses is another activity. 

Mr. Tuomas. In your appropriation language it does not say any- 
thing about administrative expenses. 

Mr. Nicuots. They are included as a part of salaries and expenses. 

Mr. Tuomas. Where are the rest? Does this make all of them? 

Mr. Nicuous. We have them in the shipyards. That appears on 
page 845. We have no change in employment there; 116 positions 
each year. 

Mr. Tuomas. Why do you not put in 1 page that shows this when 
you have it in your appropriation language in 1 paragraph? 

Mr. Nicuots. In our warehouses, which is the remainder of the 
figure, we have 127 positions. 

Mr. Tuomas. Let us put this on one sheet where we can see it. 

Mr. Nicuots. We will insert that. 

(The information is as follows:) 
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Mr. Tuomas. You have a heading of ‘‘Administrative Expenses.” 
What do you have for 1955 and what are you asking for 1956? 

Mr. Nicnous. That appears on page 800, Mr. Thomas. Tha; 
shows you how we arrived at the 2,679 positions. Of this number 987 
are administrative. 

Mr. Tuomas. How many of them are in the field and how many in 
the District of Columbia? 

Mr. Nicuots. Actually 658 of that total of 987 are in the District of 
Columbia. Those are all under administrative expenses. — The 
balance are in the field. 

Mr. Tuomas. We are going to have to help you straighten yourselyes 
out. Six hundred and fifty-eight are in the District of Columbia? 

Mr. Nicuous. That is right. 

Mr. Tuomas. How many are in the regional offices? How many 
regional offices do you have now? 

Mr. Nicuots. Three. 

Mr. Tuomas. Where are they? 

Mr. Nicuous. New York, New Orleans, and San Francisco. 

Mr. Tuomas. You have a suboffice? 

Mr. Nicuous. We have a suboffice in Norfolk. 

Mr. Tuomas. How many are in your regional offices now? 

Mr. Nicuoxs. I do not have that broken down on a regional basis 
in the budget for 1956. I can give you the actual current employment 
by regional offices. I have the latest employment figures here on 
the number that we have currently employed by regions. 

Mr. Tuomas. As a matter of fact, your budget proper shakes it 
down into three parts, the District of Columbia, your regional offices 
and your laid-up fleets. That is where your employment is? 

Mr. Nicuots. That is right and the laid-up facilities and ware- 
houses. 

Mr. Tuomas. Your budget does not reflect that in the slightest. 
It is commingled here. Finally you hand me a blown-up sheet. 
What is your best guess on your regional offices? 

Mr. Nicuots. In the Atlantic coast district our direct administra- 
tive staff, 157 people currently. 

Mr. Tuomas. New Orleans. 

Mr. Nicuoxts. The Atlantic region includes New York, Norfolk, 
and Baltimore. In the gulf region, we have 68. In the Pacific 
region we have 90. 

Mr. Tuomas. I am talking about in your regional offices. What 
is the total in the three? 

Mr. Nicnots. This is direct employment against appropriated 
funds now. We have reimbursable employment in the three offices. 

Mr. THomas. What do you mean? 

Mr. Nicuots. Persons who are being paid from the vessel operating 
revolving fund currently working under the general agency program. 

Mr. Tuomas. There is not much justification for that tremendous 
staff, or there would not be if it were not for those tremendous pro- 
grams. I am talking about the number of employees. 

Mr. Nicnots. The total altogether of the administrative staff, 
direct and reimbursable, 233 Atlantic—in the gulf 106, and on the 
Pacific 131. 

Mr. Tuomas. That is still not right. 

Mr. Nicuouts. And 739 in Washington. 
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Mr. Tuomas. Regardless of how they are paid, how many do you 
have outside the District of Columbia, excluding your laid-up fleet? 

Mr. Nrcnots. Four hundred and seventy, excluding the reserve 
eet and excluding the shipyards and warehouses. 

Mr. Tuomas. They will all come under your regional offices? 

Mr. Nicuots. There will be 252 more; 722 is the number. 

Mr. Tuomas. They will all come under it for managerial purposes. 

Mr. Nicnots. Of the total, of 2,879 people that we have direct and 
rembursables, 1,418 are reserve fleet. All but 4 of which are in the 
3 regions. 

Mr. THomas. How many reserve-fleet sites do you have? 

Mr. Nicuozs. Eight. 

Mr. Toomas. How many of the 1,418 are at the reserve-fleet sites? 

Mr. Nicnous. 1,414. 618 are at the three fleet sites on the At- 
lantic coast—the Hudson River, the James River, and Wilmington. 

Mr. Morse. There are 4 in Washington and 1,414 are in the 
reserve fleets. 

Mr. THomas. Do you not have anyone in your regional offices? 

Mr. Nicuoxts. Chargeable against the administrative fund we have 
actually four people. We have 2 in the Atlantic coast district and 
2 in the Pacific coast district, who are supervising generally regionally 
the fleet program. We have no one in the gulf doing that work at 
this time. 

Mr. THomas. How many do you have in Washington that you 
reserve to the reserve fleet. program? 

Mr. Nicnots. Four. Those four people are the inspectors that 
are continuously out reviewing the programs of the various fleets. 
Fourteen are in Washington charged to administrative expenses who 
generally administer the entire fleet program. 

Mr. THomas. You have 658 in the District of Columbia; is that 
correct? 

Mr. Nicnoxus. That is the number budgeted for 1956 for direct 
administrative. That does not include the reimbursable programs. 

Mr. THomas. What do you mean by the reimbursables programs? 

Mr. Nicnouts. We have personnel chargeable to ship construction 
program, the 1955 program in Washington, 63 people. 

Mr. Tuomas. That is all appropriated funds? 

Mr. Nicuots. It is reimbursable from the ship-construction appro- 
priation, 

Mr. THomas. What is the total employment you have in the 
District of Columbia regardless? 

Mr. Nicnoxts. Seven hundred and forty-three. 

Mr. Tuomas. What is your total in your offices outside the District 
of Columbia, excluding your laid-up fleet? 

Mr. Nicuoits. Do you want to include the shipyards? 

Mr. Tuomas. I said excluding your fleet. That will then include 
2 or 3 laid-up shipyards and your warehouses. 

Mr. Nicnots. Right. Seven hundred and twenty-two in the dis- 
tricts. 

Mr. Nicuots. It would be 722 in the districts. 
_ Mr. THomas. Seven hundred twenty-two in the districts; that is 
In vour three offices? 

Mr. Nicuors. That is correct. 

Mr. Toomas. That would be in the laid-up fleet, how much? 
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Mr. Nicwots. 1,414; the laid-up fleet is a total of 1,414 in the 


districts. in 
Mr. THomas. How does this total up with your total employment? al 
Mr. Nicuots. That should total up right; 2,879 is the current em. 
ployment. al 
Mr. Tuomas. 2,859;-that is close enough. 
Mr. Nicuoxs. It is 1,414, plus 743, plus 722. st 


Mr. Tuomas. Is that 728? 

Mr. Nicuots. In Washington, it is 743. 

Mr. Tuomas. The figure is 778; the figure I have here. What js 
your increase for the District of Columbia now. 0 

Mr. Preston. Did you get the total in the record, Mr. Thomas? 

Mr. Tuomas. 743 

Mr. Nicuots. 743 in Washington. 1,414 in the fleet 

Mr. Tuomas. And 778. 

Mr. Nicuots. That should be 722. $ 

Mr. Tuomas. Is that right, 722 or 778? 

Mr. Nicuots. 722. 1,414 in the fleet; 743 in Washington and 722 
in the three districts, including the laid up fleet, for a total of 2,879. 

Mr. Tuomas. What increase do you want in the District? 

Mr. Nicuots. Increase for the District 

Mr. Tuomas. You have a table here, statement under ‘“‘Admin- 
istrative expenses,”’ page 831 in the justification; you want 57. Would 
this all go in as a part of that other figure? 

Mr. Nicuo ts. It is a part of that. 

Mr. THomas. You did not give us the breakdown. 

Mr. Nicuo ts. I can give that to you. 

Mr. THomas. What is your increase in the District? You jump 
from 743 to what? 

Mr. Nicuots. I can give you a breakdown of the 57. 

Mr. Tuomas. Can you give us the increase in the District? You 
have 743 for 1955. What do you ask for 1956? 

Mr. Nicuots. Of the 57 increase, 34 are in Washington. 

Mr. Tuomas. Thirty-four; increase? 

Mr. Nicnoxs. Thirty-four in the headquarters office. 

Mr. Tuomas. What about your field office? Is that your 722 figure? 

Mr. Nicuots. In the field offices it would be the difference between 
34 and 57—it would be 23 in the field. That is for administrative 
staff. There is a further increase of 150 in the field for reserve fleets. 

Mr. Tuomas. This is really your laid-up fleet? 

Mr. Nicnots. That is right. 

Mr. Tuomas. I never could justify the operation of the tremendous 
staff like you have in these districts. I have gone through them; I 
have never been able to justify the total number of employees. This 
is the closest approximation to made work that I have ever seen. 
There is duplication. The work is not done in the District; yet they 
have to send the papers into the District and to the headquarters 
offices. And they have to do a little something extra, and that 
includes more employment in the District of Columbia, and then 
they are sent back to the field, which, of course, is work actually 
done in the field. I have often thought that certainly these field 
offices should be cut down 50 percent; I do not think it would disturb 
the operation of the Maritime Administration one bit. 

Under the laid-up fleet, is this your regular per diem work? 
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Mr. Nicuots. With the exception of a few classifications of super- 
intendent, fleet captain, fleet engineer, and assistant fleet captain, 
and clerical force. 

Mr. Toomas. There is no money in here for the actual maintenance 
and repairs and so forth; that is all salaries? 

Mr. Nicuoxs. The salary costs and cost of materials used by the 
staff. 

Mr. THomas. What materials do you refer to? 

Mr. Nicnous. Material used for preservation of ships. 

Mr. Tuomas. Brushes, grease and paint; used in the maintenance 
of the tugs? 

Mr. Nicuots. That is correct; various types of oils and greases. 

Mr. THomas. What are you doing with the remainder of the $13 
million that you are going to have this year? 

Mr. Nicuotzs. I do not quite follow you, Mr. Thomas. You say 
$13 million? 

Mr. Tuomas. Yes. 

Mr. Nicuous. Our total administrative expense, salaries and 
expenses? 

Mr. Tuomas. No; I am talking about the repairs and maintenance 
of the fleet, reserve fleet. 

Mr. Nicuots. You are talking about repairs to the reserve fleet? 

Mr. Tuomas. Yes. 

Mr. Nicuots. The $12 million appropriation? 

Mr. Tuomas. Yes. 

Mr. Nicnouts. That is an entirely separate appropriation and is 
being used solely for the repair of certain military-type ships in the 
fleet. 

Mr. Tuomas. This is salary cost, and the expenditure of that $12 
million is 

Mr. Nicnous. It has nothing to do with the fleet work—the $12 
million is exclusively for the work outside the fleet on ships in the 
repair yards, the drydocking and repair of ships. 

Mr. THomas. This is not your regular maintenance repaur work? 

Mr. Nicos. This is work on the fleet——— 

Mr. THomas (interposing). This is work that is done in the repair 
vards? 

Mr. Nicnois. Drydocks and repair yards. 

Mr. Toomas. Are you doing work under regular routine in main- 
tenance on the reserve fleet? 

Mr. Nicos. I do not follow the question. You mean regular 
cveles? 

Mr. Tuomas. Yes; you have regular cycles? 

Mr. Nicnoits. We have, and here is one item of recommendation— 
This is Wilmington, N. C., which has been- 

Mr. THomas. Have you ever been at one of these locations? 

Mr. Nicuous. Yes; I have been to practically every one of them. 

Mr. Tuomas. Good. You ought to know what is going on. 

Mr. Nicuons. In fact, I went through some of the installations on 
two oceasions this past year. 

Mr. Tuomas. They put a little extra paint on the hulls and do some 
repairs? 

Mr. Nicnotus. Yes. 

Mr. Tuomas. What do they do to them? 
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Mr. Nicuots. Actually there is a steady program going on; it is g 
continuous function and at each one of these places they are doing 
basic and recurring preservation; the staff is not adequate to take 
care of anywhere eee to the backlog of work which is required to be 
performed as it becomes due. Some of them have not had hardly any 
represervation done at all. 

Mr. THomas. How many do you have out on charter now? 

Mr. Nicuots. There are 27 presently under charter and 29 ships 
are on or going on the general agency program, 1 for 

Mr. Tuomas. Those have already been given the works? 

Mr. Nicuots. You mean in the yard? 

Mr. Tuomas. Yes. 

Mr. Nicuots. They are in the process. . 

Mr. Tuomas. Where does the money show up here? I mean, this 
is just the overtime, outside your personnel costs? 

Mr. Nicnots. This is the reserve fleet expense, so far as the fleet 
is concerned it is broken down 

Mr. THomas. Where is the breakdown? 

Mr. Nicuo ts. It is broken down into charts, in the tables on pages 
859 and 860, with a breakdown 

Mr. Tuomas. Wait a minute—this is your employment table? 

Mr. Nicnots. Yes; the other expenses are shown below and those 
amounts are further broken out on page 867. 

Mr. TxHomas. Just a minute. What is this on page 860? 

Mr. NicuHots. 860 shows the total of $7.4 million for reserve fleet, 
of which $5,238,700 is for personal services. 

Mr. Tuomas. What about the other, $2,161,300? 

Mr. Nicnots. All other objects. 

Mr. Tuomas. All other objects? 

Mr. Nicuots. We have a breakdown of that against both: regular 
preservation and bottom preservation on page 867, of the total of 
$2,161,300. 

Mr. Tuomas. There is no breakdown of the other objects; that is 
supplies and materials? 

Mr. Nicnouts. We have that broken down below. 

Mr. Tuomas. Whereabouts? 











OTHER OBJECTS 


Mr. Nicno.s. $759,700 of this total is supplies and materials. 

Mr. Toomas. What is the nature of this? 

Mr. Nicuots. $523,900 is for the regular preservation material; 
on oils, compounds, and so forth; and $145,800 for small tools, 

rushes, and so forth. We are supplying the personnel with various 
safety devices. This includes also fleet communication equipment, 
radio spare parts, and so forth. Fuel is $90,000. 

Mr. Tuomas. What inventory record do you have as of some recent 
date for reserve supplies and materials? 

Mr. Nicuoxs. I do not have that informationwith me, Mr. Thomas. 
We have the figures back in the office. We keep a limited supply of 
preservative materials in inventory. There may be some spare 
parts, some of them which may run for some time, Mr. Thomas. 

Mr. Tuomas. These spare parts will not come under this appro- 
priation? 

Mr. Nicuots. The material procurement is calculated on the basis 
that there will not be more than a 3-months carryover. 
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Mr. Tuomas. It is purely paints and oils? 

Mr. Nicuois. We figure a 3-months’ carryover, just enough to 
start with the first quarter of the next year. We are not building 
up an inventory beyond the 3 months’ supply to the fleet. 


STATEMENTS OF ESTIMATED OBLIGATIONS 


Mr. Tuomas. There is no need to do it now, but supply for the 
record at this point, so we can see what we are ‘doing. Give us the 
budget estimate for the reserve fleet expenses, and break that out as 
between other objects and salaries; maintenance of shipyard facilities, 
and your warehouses. 

Mr. Nicuous. Yes. 

(The information requested follows: ) 


Maintenance and operation of reserve fleets, statement of estimated obligations 








Fiseal year 
Object classification pnp di 





1955 1956 

Ot PRINT I pili sce wtcicccnsceiditedensniuvcse cnnige ; $4, 450, 200 $5, 238, 700 
02 TraWV@iticccusteecens Tree eee ee. Ya 7, 500 7 500 
08 Transportation of things......................... , ; 37, 000 47, 000 
04 Communication services---...--..-...-------- ‘ 11, 000 | 11, 000 
O5:. Tee Giy Se ci fniit dani. cdi ces secu us 7 126, 000 194, 500 
07 Other contractual services._-..-....-.------- : ; | 114, 800 133, 600 
08 Supplies and materials... -...--..--....--..-- ; e 617, 900 1, 346, 100 
09 Equipment-- e stb gee IS een gnes $00 : ‘ 33, 400 130, 000 
15 Taxes and assessments... Pintndb estate sncscat's ‘ 24, 450 41, 600 
10 Lands and-s@ructures.........<............. ¥ ioidsigatacrn ciate eaee ee dates 250, 000 

TOU Bathgate Hh cap tltewinin Sass Acca dats hes dewetting 5, 422, 250 7, 7, 400, 00) 





Maintenance of shipyards, statement of estimated obligations, fiscal years 1955 and 











1956 
Fiscal year 
Object classification Panini meee 
1955 1956 
01 Personal services. .............--- bara ; acted $452, 900 | $462, 700 
02 Travel_..._- i ean shy al Dll isn eueins 100 | 100 
03 Transportation of things...... aS Bd ce ee a ane i 2 eee 400 400 
04 Communication services_- ate Jas ARM abi alae: aol 2, 700 2, 700 
05 Rents and utilities...._- eit delle ee Gabe wa hes ‘ gee od 22, 000 22, 000 
07 Other contractual services................-...-.---- ais : 3, 000 211, 400 
08 Supplies and materials. ............-- ; arerneren aatal 25, 800 31, 200 
00 EqUAivedes4e5sha~i-4Js--'4--. a hd , dastoadiat 0 1, 800 
15 Taxes and assessments......._..__-_________- gece obuae . i sicigaiea 3, 700 4, 000 
HS ee ee ee ae cabs de anataacnateioeeas } 510, 600 736, 300 





Maintenance and operation of warehouses, statement of estimated obligations 








Fiscal year 

Object classification Re accent 

| 1955 1956 

eee erie 

OE POI et Ee ae eee $505, 300 $512, 000 
02 TR A ee tes RD Fs ns whi Sadeenanahcalamieeee 1, 600 | 1, 600 
3 Transportation of things bastaenikens Laccueusvepbecudddudsabeehunseewanh. 1, 400 | 1, 400 
cm DY Ee ee eee 3, 700 | 3, 700 
OS Remy Me MII icc danas tcp sane uincvenwcnsennndsssecaccdsusnlceke 27, 300 | 62, 400 
OF Oar eT EPI 4 heed osc pees ccewmncdsascteeeucasncssces 12, 550 91, 900 
OB: ‘ Supp ee SIs i niinn's 5 an sdijnansedemadsadekasaancweneaad 15, 150 21, 400 
1S. TORO I uy Sadana dente cean gtdeamsind beret hsbaeucesses 1, 300 1, 400 
TAO ance or acl a ic cmnameal 568, 300 695, 800 
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Maintenance of Reserve training stations, statement of estimated obligations, Alame:y 





















































Fiscal year 
Object classification rece 
1955 | 1956 
Ol Panel Oerviete x. <acscdsdas Ala educa - Si GUanenee knead bes deidace ton $53, 800 $54, 5y 
09! TOON te octets «hte ha cpccict.. ta ~s0ie ae ee Se ee ee 100 10s 
Se tee oes. wack cnducbwacesactbeeeecaealing 600 aN 
OR) TE a Pe ee lb le Lh ei 4, 600 | 4, 60 
ee eRe ecnsieciedt—anekeeie 150 | ny 
Se Se re ee pee. ees oe ese eek eee wan 6, 80 
05. FG ne a Sis an sis bok 1 hs ce Sad Shean 1, 000 1, 0 
I a ed 8 ae ee 66, 250 | 67, w 
Administrative expenses 
Estimate, 1955 (adjusted) Estimate, 1956 
. wee ee ] — 
wha | Posi-| Aver: 2 
- erage Posi-| Average : 
i, wkd tions | employees Cost | tions | employees | Cost 
ix sonnei ieee ano een pegs 
e < Ol Personal — | 
: Regular salaries: 
t a Washington: | 
t x Federal Maritime Board | 
- and related offices.......| 41 | 40.5 $288, 000 41 40. 5 $288, 000 
~~ wal Office of the Administra- 
tor and staff offices___...} 115 | 113.7 717, 585 129 126.1 781, 400 
~- a” Office of the General 
7 on ee Se 60 59. 4 376, 955 60 59.4 381, 300 
* ™ Office of Ship Construc- | | | 
- tion and Repair____- : 77.1 519,300 | 85 83.4 565, 500 
- me Office of Property and 
TT ees © 2 rede ee 120 119. 2 567,100 | 124 122.7 577, 300 
. 5 National Shipping Au- 
C wow thority and Govern- 
. Gee ee 108 104. 1 695,500 | 111 106. 9 715, 600 
. on Office of the Comptroller_.| 102 101.3 585,400 | 108 106. 7 618, 400 
La Total Washington. ___-_- 624 615.3 | 3,749,840 | 658 645. 7 3, 927, 500 
{ an Field: 
Office of the Administra- 
> be. tor and staff offices______ 37 36. 6 218, 900 38 37.5 221, 600 
f * Office of the General 
oa eo ag OE 6 6.0 33, 175 8 7.7 31, 200 
> Office of Ship Construc- 
> tion and Repair_____- 48 47.5 284, 100 48 47.5 284, 100 
. Office of Property and 
L ad RRR cto a oo ea 73 72.2 366, 500 76 74.9 380, 000 
. National Shipping Au- 
> thority and Govern- 
= “pe ment aid__ 15 15.0 88, 700 32 29.1 167, 000 
e Office of the Comptroller - 127 125. 4 664, 600 | 127 125. 4 664, 600 
* —2 Tete) BE sic cnwacu te 306 | 302. 7 1, 655, 975 329 322. 1 1, 758, 500 
Total regular salaries. | 930 918.0 | 5,405,815 7 967. 8 5, 686, 000 
Part-time and temporary employ- ss 
Wea onl re eka tc uecaleaxtadbccset ee Pies cicaddctes 1, 450 
Regular pay in excess of 52-week . 
Fern: ore, ye reek e OMe tl 21, 800 
Overtime and holiday pay-.-.....|------|------------ OE ND is ic csah sn cvaca eas $7, 350 
In IN ND Le anv apa ealocchechiaaenleittaalnnensenvandulesnwodeses® 
Other payments for personal serv- 
Si in och atehceedi danas ck diinga deaieblat castles ED ohn ccscnrnesl 13, 400 
Total personal services... ______- cis aoe el 5, 448, 815 |. - -- --|------ 5, 730, 000 
Other objects: | 
nS ene 5 A Sek ek Fn) Pe ise NN 55 ES ok 90, 000 
Transportation of things... --......---|------|------------ BOS be eohawncoctna sch 15, 000 
Communication services..............|.-- thie nade oan Bee ON fe kPa ies 135, 000 
Rents and utility serviess._.._......__]_...--|-.----.-.--- MMs .28.. 0p neaaeat 53, 00t 
Printing Gind I@PrOGuctiOR. «o.oo cen c ne lewcenn[occccanccene 45, 000 |--200=|-22-0-2--eee 56, 000 
Other contractual services.............|....-.|.......----. SIU. bens cfanseenteie 30, 600 
Services performed by other agencies_|_.._-.|_-.--------- 24, 000 |_.--- Be at A a a 34, 000 
SS a De, eS Pete DA COD | tinhaGabicc Garchnsadete 41, OW 
MICAS ie. Be A dae ea 1, 9005). as. Ru cits Horde 10, 000 
‘Taxes and assessments_-___------------ a aac eh 4, 700 | ee -| 5, 
Total other objects..................|....-.|. ..| 408, 400 |____.. 470, 000 
Total ail eniecta_...-)---------= ------|------------ | Seer, a5 ecancapunscscannaael Seer 
| 
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BUILDING OF SHORE FACILITY FOR RESERVE FLEET AT OLYMPIA 


Mr. Toomas. What about that item at Olympia? 

Mr. Nicuots. $250,000. 

Mr. Tuomas. Where abouts is that in your estimate; is that under 
reserve fleet? 

Mr. Nicnots. That is under reserve fleet. 

Mr. Tuomas. What are you going to do with that? 

Mr. Morss. That is principally for the building of a shore facility 
for the reserve fleet at Olympia. 

Mr. Tuomas. I understand that you want to put up a building. 
We have been hearing that for the last 5 or 6 years. Did I under- 
stand you to say that is a drydock? 

Mr. Nicuots. No; that is for small repair shop on the pier, and a 
small office building. At the present time the pier is in very bad 
shape. I have some photographs here showing what the conditions 
are. 

Mr. Toomas. What will it cost to fix up the pier? 

Mr. Nicuots. To put the office building in and build some shops, 
$250,000 is the estimate. 

Mr. THomas. You are going to build a drydock? 

Mr. Nrcxots. No. 

Mr. Tuomas. You are going to have some space where you are 
going to do some repair work? 

Mr. Roruascaritp. Mr. Thomas, I was out there recently; we do not 
do any repair work on the fleets at all. What we do is to preserve 
the ships; the repair work is done by taking the ships to the shipward. 

Mr. Tuomas. The only reason you do not is because we would not 
let you. 

Mr. Roruscuiip. Yes. 

Mr. Tuomas. It goes to repair yards to keep this national defense 
program of labor and repair going. We know you do not do it. 

Mr. Roruscuiip. We do not have the facilities. 

Mr. Tuomas. I understand you do not. You wanted 10 or 12 
drydocks for 6 or 8 years. 

Mr. Roruscuitp. Not since I have been there. 

Mr. Toomas. I know. That was 6 or 8 years ago. Go ahead. 

Mr. Roruscuiip. The dock at Olympia is just the labor cost to 
take care of the work. 

Mr. THomas. How much more space do you think you need? 

Mr. Roruscuitp. We need to replace some of the piling. 

Mr. Nicuots. You are talking about another dock. 

Mr. Roruscuiip. If you were to go out there, were to walk out over 
that dock—— 

Mr. Tuomas. I have walked out over it several times. 

Mr. Nicuoxs. This is the area, shown in the photograph. 

Mr. Tuomas. What else goes in there? 

Mr. Nicnots. A shop for maintenance and repair of power equip- 
ment and repairs to tugs and other operating small craft. 

Mr. Tomas. How many people go out over that wharf; how many 
people do you have there? 

Mr. Nicxots. Approximately 





oe Tuomas. Out—further out on the water, that work in this 
shop? 
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Mr. Nicnots. About 200—I have the figure here accurately it js 
162. 

Mr. Tuomas. I thought you had more employees than that. 

Mr. Nicuots. There are other people who have been handling the 
grain program for the Department of Agriculture. There has ‘been 
quite a sizable staff on grain work out there at the present time also, 

Mr. Tuomas. They have to use that dock? 

Mr. Nicuo.s. Yes. 

Mr. Tuomas. You have to take them out and bring them back? 

Mr. Nicuots. Yes. 

Mr. Tuomas. That is all, Mr. Chairman. 


NUMBER OF EMPLOYEES 


Mr. Yates. At page 800, reference is made to 3,915 employees for 
fiscal 1955; 3,406.1 for fiscal 1956. The number agreed upon with 
Mr. Thomas approximately 2,879. What is the difference between 
the two? 

Mr. Nicuouts. The Maritime training is in this. This is the 
overall summary. 

Mr. Yates. Yes. 

Mr. Nicuo.s. For salaries and expenses; this is for—this is the 
summary. 

Mr. Tuomas. Is Maritime training included in this? 

Mr. Nicuouts. The 312. 

Mr. Yates. 312 Maritime, which would make a difference of about 
800 or 700. 

Mr. Nicuouas. Yes. 

Mr. Yates. Where was the other 700? 

Mr. Nicuoxs. The balance of the item—I can give you the total 
in a minute—2,679. 

Mr. Yarss. Yes. 

Mr. Nichols. This is on the reimbursable, the administrative re- 
imbursable staff. In the other we have a reimbursable staff, ad- 
ministrative; reimbursable staff, reserve fleet work, and the grain 
program. 

Mr. Yates. Yes. 

Mr. Nicuouts. Where you have a reimbursable staff. 

Mr. Yates. What do you have there? 

Mr. Nicuous. We get reimbursed from the Department of Agri- 
culture for the work we do, the work involved in grain handling, In 
handling the ships. 

Mr. Yates. Are the employees that are carried in that program 
listed on page 800? 

Mr. Nicuots. They are shown in that overall reimbursement item. 

Mr. Yates. I see. 

Mr. Nicuots. This is the overall summary of all employees with 
the funds to which they are chargeable indicated. 

Mr. Yares. Then the information that you gave in response to 
Mr. Thomas’ question was the number of employees payable out of 
the appropriated funds? 

Mr. Nicnous. Yes, that is correct. This appropriation only. 
Others are reimbursable from such appropriations as ship construc- 
tion and repair of reserve fleet vessels. 
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Here are some photographs, Mr. Thomas, of the Wilmington 
shipvard that might be helpful to the committee. 


SHIP REPAIR AND PRESERVATION 


Mr. Yates. Are all of these ships listed for repairs? 

Mr. Morse. Primarily. 

Mr. Yates. How frequently do you maintain them? 

Mr. Morss. It is a continuing maintenance program. 

Mr. Yarss. It is a continuing program? 

Mr. Morse. Yes. 

Mr. Yates. Did I understand you to say this was the repair 
program? 

Mr. Morse. No; this is the preservation program we are talking 
about. These ships to be made operable would have to be put in 
drydock and examined, with some minor repairs. 

Mr. Yates. You would have to send all of them to drydock? 

Mr. Morse. This is a tremendous program which we are talking 
about here. 

Mr. Yates. I understand. 

Mr. Morse. If we were to put them into operation. 

Mr. Yates. You do not examine them until you would put them 
into operation? 

Mr. Morss. You are correct, except for the current repair program ; 
we had $12 million in for that this year; and we are asking for $6 
million for 1956, 

Mr. SHetitey. Will the gentleman yield? 

Mr. Yares. Certainly. 

Mr. Sue tieny. As a matter of fact, to get them ready for an emer- 
gency program we should do this to all our laid-up fleet. Some of these 
ships never had a check or a survey when they were laid up and put 
ina state of preservation; some of them actually had damage done to 
the ships and were laid up after World War II in such condition. 

Mr. Morse. That is correct, ships are just as they come out of 
service. 

Mr. Suptiry. But in order to have this program, you must defi- 
nitely preserve the ships whether repaired or not? 

Mr. Morsg. That is correct. 

Mr. Yates. Are all of them repaired now? 

Mr. Morse. Oh, no. 

Mr. Yares. You mean you preserve them without having repaired 
them? 

Mr. Morse. That is correct; we preserve the machinery, hulls 
and the electrical equipment from deterioration and rust. 

Mr. Suettey. Will the gentleman yield again? 

Mr. Yares. Yes. 

Mr. SHentitey. The Maritime Administration uses a different type 
of preservation program from that used by the Navy. The Navy's 
type, in general, uses a mothball and dehumidification preservation 
program. There is a vast difference in the cost of the two, as I under- 
stand it. Is that correct? 

Mr. Morsr. That is my understanding. 

Mr. SHELLEY. Can you give us some information at this point as 
to what the difference would be, approximately, in the nature of the 
preservation as between the two systems? 
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Mr. Forp. In general, the Maritime Administration method of 
preservation calls for the use of grease to the moving parts; it covers 
all of the surface. The Navy program is a vastly different program, 
in that they have a greater amount of electronics equipment aboard 
and a greater amount of fire contro] equipment, wee must be 
protected, so they install a dehumidification mechanism. And they 
do what is called mothball to a larger portion of the exposed machinery. 
Much of it is encased in a plastic coating. So the difference in cost is 
a lot more than the method used by the Maritime Administration. 

On the other hand, they have a great deal more expensive equipment 
on their ships than we do. 

Mr. Tuomas. They practically dehumidify the ship. 

Mr. Forp. That is what I was trying to say. 

Mr. Preston. Any questions, Mr. Clevenger? 

Mr. CLivenGcER. No questions. 

Mr. Preston. Mr. Horan? 


COST TRENDS OF FOREIGN OPERATORS 


Mr. Horan. Mr. Chairman, I would like so hear more about the 
competition that the Maritime Administration faces in the effort to 
keep the American flag on the seas. You mentioned in reply to 
Mr. Shelley’s question that you thought the competition would 
increase in the future, and, of course, obviously that hou have the 
effect of reducing the subsidy. payments. And you indicated you 
thought the cost of foreign maritime would be greater. Do you have 
anything on that? That is one of the hopeful things that we might 
anticipate in the future. 

Mr. Morssz. I believe we can supply that information for the record. 
The wage costs on foreign-flag ships indicate that there is an increase 
in the cost of operating. That is what you have in mind? 

Mr. Horan. Very definitely. Of course, any increase in the opera- 
tion of Maritime vessels and the opening up of foreign markets would 
be interesting, and I think it would be well if we had information 
along that kind in the record. 

Mr. Morss. We will be glad to get what information we can. You 
would like to have it for, say, 5 years back? 

Mr. Horan. Yes. I think you would be doing quite a public 
— = supply that, and I know I would be glad to see it. 

Mr. Morssz. We will be glad to do what we can. 

(The information requested follows:) 


Foreign wage costs based on a monthly (30 day) basis for 3 of the major maritime 
countries competing with United States-flag ships 





Costs for calendar year '— 
1950 1951 1952 1953 
DS... ibs iccdietctéhlieedk octet eth $6, 708 $7, 258 $7, 610 $7, 514 
I a ND ee 5, 402 5, 327 5, 741 7, 239 
Ee SEE NUE evcddiiacenachdslocncsscedtucacasesbesee 5, 515 6, 411 7, 000 7, 929 





1 Based on O 2-type vessel comparability. 
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MARITIME TRAINING 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





1954 actual | 1955 estimate | 1956 estimate 

















Appropriation or estimate. . ...................--.-.---------- | $3,480,000 | $2, 200,000 | $2, 085, 000 
Reimbursements from non-Federal sources... ...........-.---| 15, 281 ocedewsges ae 
Reimbursements from other accounts---..............--.----- 126, 993 61, 300 |_. 
Total available for obligation _--.................-..----| | 3,622,274 | 2,261,300 | 2, 085, 000 
Unobligated balance, estimated savings----........-...------ —385, 880 | —40, 000 | _. 
ee ” oo ae 
ODM SRI oscbnhcdik chi. seen nseircoctiees | 3,236,394 | 2, 221, 300 2, 085, 000 
Comparative transfer to ‘Salaries and expenses, Maritime | 
Activities”’: 
Diveet: Gao oii sk oo ekidce a Seni os ncccccandianes siden — 152, 400 |. 
Reimbursements from other accounts---.............-..--|--..---------- —61, 300 
Fob Maine odocddedencadin dhidaucea vase does | 3,236,394 | 2, 007, 600 | 2, 085, 000 











Note.—Reimbursements from non-Federal sources shown above are for utilities and services furnished 
State and local governments and private companies (66 Stat. 393). 


Obligations by activities 




















| I. 
Description | 1954 actual | 1955 estimate 1956 estimate 
tniceeaeecenanennssieatitiat —————]$<_—$—$—. $$. $$ | |__|} a 
Direct Obligations 
Appropriated funds: 
1. Cadet-midshipmen training, Kings Point, N. Y_..--.--- | $1,897,985 | $1, 925, 400 | $2, 024, 000 
2. Upgrade and specialist training: | | | 
(a) Sheepshead Bay, N. Y., school..-......-..--.-- IIE Des tiiesscaetes ainsi Sitetrcn 
(6) Alameda, Calif., school...............-.--.-..-- RTD a io npeeeae ee tee ahs aid anak odie 
ee ae | OR OE Besitcisnatepiabaen) Lituveteediomes 
4. District training supervisors’ and enrolling offices- -_---} OU EE Bieasccueeea mand bie ie 
5. Medical services, training activities. _.............-.--- | 53, 416 30, 000 30, 000 
6. Custodial activity, St. Petersburg, Fla_...........----- Sa Paveces specie a icant easiest cokers 
1 BE 8 oh ae ta ninenwerin cnckatveminonnsac RE UE bine nccceaiees Rcaietewciieccnnid 
Oi FP IIE ehh iciincnnnscasseesancassens Rian te tieiwomeanid | 52, 200 31, 000 
Total direct obligations. .................--.----.---- | 3,004,120 | 2,007, 600 2, 085, 000 
Obligations Payable Out of Reimbursements | ” 
Reimbursement from non-Federal sources: 
he etme ei training, Kings Point, N. Y.-.-..--- GP tidice secretes hire deitnaitiecie mnie 
2. Upgraded and specialist training: 
(a) Sheepshead Bay, N. Y., school_.........-.----- DD Sicnetiiegentinnntimiund dela 
6. Custodial activity, St. Petersburg, Fla..............--- | Mpg tisk dain erkaaahchis h Uceioa alannah a ta 
Reimbursements from other accounts: 
1, Cadet-midshipmen training, Kings Point, N. Y..------ NIE Cale cnttecnbssbieal baa c acadeintaaibas 
2. Upgrade and specialist training: 
(a) Sheepshead Bay, N. Y., school_---..-....--.--- PEGEE besxsdtncacendiiiacseeeebaees 
Total obligations payable out of reimbursements. -- -- I a ices edi Bis lies 
PGE IN a bie aictlnienticimenks dns etapa hacnnaninnte 3, 236, 394 2, 007, 600 | 2, 085, 000 
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Obligations mm CATT 


Object classification 





| 
Summary of Personal Services 
| 


Total number of permanent positions..................._____-| 


Average number of all employees.__.__...-...._.___.________. | 


Number of employees at end of year__..._...._._--___- kids 


' 
Average salaries and grades: 


Personal service obligations: | 


01 
02 
03 


05 
06 
07 


08 
09 
10 
13 
15 


01 
02 
03 
04 
05 
07 
08 
09 
15 


General schedule grades: 
Average salary. __- swinteuikwees 
RLS oo. Be kt. sacs kcdkunecaatavclitl 


Permanent positions__- 
Regular pay in excess of 52- week base. 
POVMORG GOOVS WAG PANE. Kooi cs ee ee ence ceuccncee 


Total personal service obligations.__......__.__.________ 
Direct Obligations 


Personal services -_----- anak aariaken oon Unateae code 
Rat wickiant, dik k atti candicn ok ddlas dlddicen uals ere ae 
go ee eee ree 
Communication services _- 
Rents and utility services_-___._- ce 
Pranting ene senreeeotion .. .... ... . .dninie dos dad sii 
Other contractual services - - _--_- 
Services performed by other agencies __ 
RN i ees cnmanncemanemsic 
Equipment 
Lands and structures. ___ Pgh ete ie Od ee 
Refunds, awards, and DEI oe te. | 
Taxes and assessments.........--.-.----- FES ge ere. 


PEs Ce SD oo aoe oc nono ceeccwecscceen 





Obligations Payable Out of Reimbursements 


SE a Sth ws Scand mon wm ios apie mea 
Travel 
Transportation of things... ....__- arsenate be ac ose we om aoc 
Communication services Caine <ieonia Site cee ek eto ed 

rE Sn ccc cctin owns cadan~canneacce 
Other contractual services-__-_.............-.-- a pte crete 
Supplies and materials__- 
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Total obligations payable out of reimbursements.____--- 
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1954 actual | 1955 estimate 1956 estima 
559 | 315 i 
526 | 305 FT 
355 305 a 
$4, 293 $4, 425 $4, 
GS+.9 GS-5.1 GSHi 
= ===: 
$1, 879, 853 $1, 039, 600 $1, 019, 
. ane 500 M 
514, 770 352, 500 351, i 
2, 3985, 734| 1,392, 600 1, 371, 
——— == ————=. = — 
2, 323, 515 1, 392, 600 1, 371, @ 
25, 106 18, 400 18, 4 
22, 118 2, 600 2, fi 
20, 540 10, 400 10, 4 
52, 905 27, 000 27, Ow 
1, 785 1, 300 1,” 
102, 007 119, 200 182, Wi 
53, 416 30, 000 30, 0% 
480, 672 402, 300 427, ai 
10, 042 3, 300 13, 30 
Paisisacsueudesed wikegoice 
St teehtt «wan kentatensone cae 
1, 209 500 5 
3, 094, 120 2, 007, 600 2, O85, (i 
TE Mages is cerita elatean 
SIE cies: acited sneniain’ 
BY Rea iieane's sree seion Suicide 
MEE trea no cathakietaeaaeahexd 
TT Vins ties cevctik wale bask nn 
1, 844 a ites iodine Siero 
Bei EE Ati kat tere dcauite Reriies ness 
BE PE aki nteeecs teak a eceacesten 
a OTE oh 
I i nai: enh ecient mmacebaiarail 
3, 236, 394 2, 007, 600 2, 085, 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estimate 
{ r 
} 

Obligated balance brought forward. -.-.............--.-.-----2- $262, 805 | $179, 566 $169, 568 
Obligations incurred during the year.....................--... 3, 236, 304 | 2, 221, 300 1 2, 085, 00 
3, 499, 199 2, 400, 866 2, 254, 566 

Adjustment in obligations of prior years_-...................-.- OR OGG) |... cccekcouteeswen Janes 

NE 55.5 okt enn eenencunknloncnncsccensnducee —142, 274 —61, 300 |....------ . 
Obligated balance carried forward.......................-...-- —179, 566 | —169, 566 — 254, 566 
oc Se nndicuestab buses 3, 154, 745 2, 170, 000 2, 000, 000 
Expenditures are distributed as follows: ; 
Out of current authorizations. ._..............--..--...--- 2, 923, 658 2, 000, 000 1, 840, 000 
CREe OE emer GOI nee e cc kcccccccccccecuce 231, 087 170, 000 160, 00 


























Mr. Preston. We will take up next “Maritime training,’ found 0D 
page 94 of the committee print, and 873 of the justifications. 
At this point, we will insert pages 873 and 874 in the record. 


(The statements referred to follow:) 
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MARITIME TRAINING 


Summary of requirements 














Appropriation, Tien hutecenktn aan onne eee et prem er ------ oo kiss OG colaeikbanoelh seed $2, 200, 000 

ransferred to “Salaries and expenses, Maritime activities’’_.--.............--.----....----- 142, 400 

a hg aaa a lek Baga an ain stiaeneceucasceeenensyes 2, 047, 600 
Yeduct: 

, Ta ueeerein I POI oo ico edo sen ecidassabaceso-< Misi Ak A —69, 100 
Dateien Dent Ge OEE NOI 5 5 5 cso atinna-nnnbnnesseshsie<ghetameties a a le tt —21, 200 
pee PE ae a ee a ee ee pete anki oe Fc teeema Po —40, 000 

Total -_--- cénmasegabthos nities nib isang pened tenia ed teeaants ; ‘ eae — 130, 300 
Base f0F 1006... ....nsecccenes<- bids he a a teal acai iaeia Hicm ndgileseeshuneceandks 1, 917, 300 


Net difference, 1956 over 1955: 


Requirements Difference, 
ee ____| inerease 
By activity | (+)or 
1955 } 1956 | deerease 
adjusted | estimate | (—) 














| 
Cadet-midshipmen training, Kings Point, N. Y__| $1,856,300 | $2,024, 000 +$167, 700 























RRORIGRE Caines 65 Gen ese ste ---| 30, 000 A | a ee 
Rak 6 cetidcn dante sed cecndabesvacies 31, 000 | 51; 020 }...-.2...0~ 
GirOGN POGMIINOURONES . «gc cnc ceenccsancns ---| 1, 917, 300 2, 085, 000 + 167, 700 +167, 700 
Total estimate of appropriation, 1956_.....__...............-- aise aro ctitiia a Cable nieea tae = 2, 085, 000 
Summary of estimated obligations 
| Estimate, 1955 
| Actual, 1954 | (adjusted) Estimate, 1956 ‘tin. 
| Bs, _! ploy- 
| ment, 
Aver- | Aver- Aver- Nov. 
Posi-| age | Posi-| age | ae Posi-| age } a 30, 
l tions |num-| Ct | tions/num-| Ct | tions |num- Cost 1954 
| | ber | | ber | ber 
— SaRanenemeten Sauna -——_|-——— estat te ae nine 
Personal services: Per- | | | | 
WI oo te a 559 526 | $2, 395, 734| 314; 304/$1, 371, 400! 312) 304'$1, 371, 400 299 
Other objects..........-..]---.-- Lea, | 698, 386)... Bas | 545,900)... 713,600 
—— |-——— —| 
Total obligations.. 850) 526) 3, 004, 129 314| 304! 1, 917, 300) 312) 304) 2, 085, 000) 
| | | | 


Mr. Preston. It is a refreshing thing to observe a minus $115,000 
in this request. Perhaps I should develop that a little further before 
we brag too much. 

Mr. Nicnoxs. One of the reasons for that is the elimination of fur- 
ther funds for the Sheepshead Bay Training Station. There is no 
request for that item for 1956. 

Mr. Preston. Do you wish to speak to this item, Mr. Morse? 

Mr. Morse. I think Mr. Nichols has more of the details. I do 
have a short statement which I would like to make for the record. 

Mr. Preston. Very well, Mr. Morse. 


GENERAL STATEMENT 


_ Mr. Morse. The proper role of the Federal Government in train- 
ing for the merchant marine has been under continued scrutiny this 
past year. You are already aware of the action taken to discontinue 
the upgrade and correspondence training aspects of the pregram pre- 
viously provided due to lack of active adequate financial support and 
Interest on the part of those in industry directly benefiting from 
such training. 
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Furthermore, we have been intensively engaged in reviewing th 
merchant marine cadet officers training program as carried out unde 
the Merchant Marine Academy at Kings Point. Jncidentally, if yoy 
have not been there, I think it would be well worth your while to se 
what we have there. One of the areas considered was the possibility 
of combining this program with that of the Coast Guard as carried 
out by the Coast Guard Academy. To assist us on this particular 
subject, the Secretaries of Commerce and Treasury jointly appointed 
a special committee which was chaired by Dr. T Keith Glennan, 
president, Case Institute of Technology, Cleveland, to consider this 
approach. 

This committee concluded that the missions of the two Academies 
are substantially different. They further concluded that whereas 
some portions of the curricula undoubtedly would be common to the 
training provided for each group, considerable doubt was expressed 
that a very substantial percentage of the curricula could be common 
for both groups, and emphatically stated that the consolidation of the 
Coast Guard Academy and Merchant Marine Academy would be an 
undesirable action. It seemed obvious to the committee that an 
additional cost would be incurred in a combination of the schools 
which would probably offset any possible savings in plant maintenance 
that might be expected. We have therefore concluded that the con- 
tinued operation of the Merchant Marine Academy at Kings Point 
should be actively supported. 

The budget estimate for 1956 provides for a continuation of this 
program with recognition given to certain areas recommended by 
the 11th Congressional Board of Visitors, which include increasing 
the entering class to permit the graduation of 200 merchant marine 
officers each year—that would be 100 deck officers and 100 engineer 
officers—and the need for performing necessary high priority deferred 
maintenance work on the plant and facilities. 

No funds are requested for aid to State marine schools for fiscal 
year 1956 in view of our determination to concentrate our efforts 1 
this field on the continued operation of the National Academy at 
Kings Point. 



















DEFENSE NEEDS OF MERCHANT MARINE OFFICERS 


Mr. Preston. Do you have any figures that reflect the need 
from the defense standpoint of the merchant marine officers who you 
deem necessary in the event of mobilization? 

Mr. Morse. During World War II 

Mr. Preston. I mean for the future? 

Mr. Morse. At the rate of manning, 8 officers per vessel would 
mean a need of no less than 16,000 for officers initially on the laidup 
ships. 

Mr. Preston. What is the strength available; do you have any 
statistics on that? ; 

Mr. Morss. I heard some testimony the other day by Captail 
Bishop, I believe, and I think he said that master, mates, and pilots 
and engineer officers, there were about 18,000 as I recall his testimony. 

Mr. Preston. Available? 

Mr. Morse. In the union, yes. 
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Mr. Preston. In the State maritime schools, do they train seamen 
and officers? 

Mr. Morse. Officers, primarily officers. They do have what 
would be considered a training school in New York City which has a 
training school for training unlicensed personnel. This does not 
come under the federally aided State marine school program. 

Mr. Preston. Is there a program for training of seamen? 

Mr. Yates. At Kings Point, is that just a commissioned officers 
school? 

Mr. Preston. That is what they train for. 

Mr. Yates. No seamen? 

Mr. Morss. No. 

Mr. Nicuous. No seamen are trained at Kings Point. 

Mr. Morse. That is an officer training school. 


SUFFICIENCY OF TRAINED PERSONNEL 


Mr. Preston. Do you feel that the money that is available is 
adequate to meet the present operation of the Kings Point Academy 
and to continue graduating the number of officers at Kings Point? 

Mr. Morss. I think that the number available at Kings Point is 
the bare minimum, around 200 per year. 

Mr. Preston. Two hundred a year. 

Mr. Morse. Yes. 

Mr. Preston. How many have been graduated from State schools 
where they were supported by Federal appropriation? 

Mr. THomas. About the same number, is it not? 

Mr. Morss. In 1954, 211 at all the State schools. 


RETIREMENTS 


Mr. Preston. Do you have any figures showing how many have 
been retired annually due to age or infirmity? 

Mr. Nicuous. No. 

Mr. Morse. I do not think we have that information, Mr. Chair- 
man. We would be glad to see if we can obtain it and supply it for 
the record. 

Mr. Nicuots. That is one of the areas, I might say, Mr. Chairman, 
that we are looking into. We have not been able to develop the 
statistics because of lack of manpower, because we have only had a 
limited number of personnel. But it is one of the areas that we are 
recommending be covered with additional staff requested. 

The following was submitted later: 

_ There are no records in the Maritime Administration which reveal this informa- 
tion. The data can only be developed by a lengthy, time-consuming project by 


working with a number of outside sources which would not make it available in 
time for insertion for the record. 


Mr. Preston. Is there any age limit that the shipping companies 
use as a basis of retirement, or failure to hire? I do not mean that 
they are going to go on retirement, but is there an age limit beyond 
which they will not accept a man for employment? 

Mr. Forp. I do not know of any. 

Mr. Morss. I do not know of any but I would assume that in the 
area of 64 or 65 would be the maximum. Incidentally, many of the 
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present licensed officers, technical and engineering officers, were (dp. 
veloped in World War II. Some of those are not going to sea any 
longer. Many of them are still around. But they will be, just like 
many others, they will be beyond the age, in blocks, that are desirab|: 
for service. 

Mr. Preston. I am just wondering if by suspending these schools, 
we will not find ourselves with a shortage of personnel. You say yoy 
are graduating only 200 officers at the moment. Y 

Mr. Morsr. I frankly think we are being on the low side of the 
limit now at Kings Point. 

Mr. Roruscuitp. A very substantial percentage of the merchant 
marine officers have come up through the ranks just as Mr. Shelley 
has indicated. ! 

Mr. Forp. This is not the only method of providing marine officers, 

Mr. Preston. I recall your views, Mr. Rothschild. 

Mr. Tuomas. They have never been able to find out how many 
graduates from these academies go into the active marine service. 

Mr. Morse. No. 

Mr. Tuomas. After graduation. 

Mr. Morse. Yes, we have some records of that. 

Mr. Forp. Yes. 


RELATION OF SERVICE TO NAVAL RESERVE 


Mr. Horan. May I inquire if the Navy is not a good recruiting 
area for this service? 

Mr. Forp. The Navy is not interested in recruiting officers for 
the maritime service; they are interested in recruiting officers for the 
naval service, and for service aboard their ships. The problem of 
recruiting personnel for the merchant marine is entirely with the 
Maritime Administration. 

At the end of World War II, there was a segment of the Naval 
Reserve which was designated as the Merchant Marine Reserve, 
and they were a part of the Naval Reserve. This no longer exists. 

Mr. Horan. That is all. 

Mr. Yates. Does not a graduate from Kings Point get a com- 
mission in the Naval Reserve? 

Mr. Morssr. They went to the school 

Mr. Forp. And wound up with a commission. 

Mr. Morse. But that is not done now by the Navy. 

Mr. Yates. Why has that been discontinued? 

Mr. Forp. Because the Navy’s personnel interest is in having 
Naval Reserve Officers who are available for service on Navy ships 
rather than on merchant marine vessels. They realize that the 
merchant marine ships that have a Naval Reserve commissioned 
officer will not necessarily be available to them in time of au 
emergency. 

Mr. Yates. If they want them, they can take them in an emergency, 
could they not? 

Mr. Forp. But if they take an officer off a merchant marine ship, 
they would thereby deprive the merchant ship of an officer, and they 
would have to go out and recruit someone else and they had rather 
recruit their own men than try to go out and rob Peter to pay Paul. 
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Mr. Yates. I remember Admiral Cochrane’s testimony to. the 
subcommittee that many of the engineering officers in the Navy 
during World War II were graduates of the Kings Point Academy. 
| wonder whether or not your argument is sound. 

Mr. Forp. I did not hear Admiral Cochrane’s testimony. 


CURRENT STATUS OF GRADUATES OF KINGS POINT 


Mr. Preston. I believe we will insert the chart at the bottom of 
page 20 of this document entitled “Review of merchant marine 
personnel training program, April 1955.” 

Mr. Morse. That is table No. 5 you are referring to? 

Mr. Tuomas. Table No. 5. 

Mr. Nicnots. With the summary and breakdown? 

Mr. Preston. Yes. 

(The table referred to follows:) 
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Mr. Morse. There, again, Table 5 with reference to that table, the 
vraduates, of course, in 1945, 1946, and 1947, were primarily students 
who started during the wartime service, so there was a tremendous 
jemand for officers at that time. Some of those people would not 
ormally have entered into the merchant marine service, but for the 
existence of the war. 

Mr. Tuomas. The latest information for 1953 shows a decided jump 
of the graduates to go into the shipping industry; jumps from 1952 

hen it was 29.5 to 36.7 over what it was in 1952. What about 1953, 
and what about 1954? Do you have any information on that? 

Mr. Morse. It would be difficult to come up with any information 
at this early date, Mr. Thomas. 

Mr. THomas. What happened to about two-thirds of these grad- 
ates? 

Mr. Forp. I think the greatest problem is the limited availability 
of merchant marine billets. For 1953 367 are sailing merchant ves- 
sels, and 43 percent are either in the Active Naval Reserve or Regular 
Navy. 

Mr. Tuomas. There is no lement of compulsion at all after they 
graduate. 

Mr. Forp. That is correct. 

Mr. Tuomas. They attend these schools; they have got an educa- 
tion at the expense of the taxpayer, and the experience has been here- 
tofore that when they undertook to recruit qualified officers they 
could not get a ship. I am just wondering who compiled these 
figures; how accurate are they? 

Mr. Morse. We compiled them, Mr. Thomas, and they are as 
accurate as we can get them. 

Mr. Nicuots. It is done through circulation of the graduates of 
each of these institutions. 

Mr. THomas. It does not begin to compare with the number from 
the military schools when they graduate from West Point or Annap- 
olis, after getting 4 years’ education. Why should not these men 
put in service? 

Mr. Morss. I. subscribe to that thinking also, Mr. Thomas. I 
testified before Mr. Bonner’s committee the other day and suggested 
that it would be desirable to have a tie on these people and to require 
them either to serve at sea or to be available in some service after 
they graduate from military academies. 

Mr. Preston. That is a matter for the legislative committee, of 
course, and maybe they will do something about it. 
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CONTRIBUTION TO STATE MARINE SCHOOLS 


What percentage do you contribute to the State training program, 
State schools; what percentage of the cost of operation? 

Mr. Morss. The contribution last year was $660,000, I believe. 

Mr. Preston. I mean, what percentage of the school budget; do you 
have that? 

Mr. Morse. Approximately 25 percent is contributed by the 
Federal Government. 
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EFFECT OF SUSPENDING CONTRIBUTIONS TO STATE MARINE 
SCHOOLS 


Mr. Preston. What will be the result of the decision to suspenj 
that contribution to the schools; what will be the result, so far 
operating the schools are concerned in your judgment? 

Mr. Morse. Either it will require an increase in the State budget o 
a decrease in the activity of the schools. 

Mr. Preston. Do you have any reason to suspect that the resul; 
might be some of the schools will be closed? 

Mr. Morse. I think that would be a distinct possibility if th 
States did not raise their budget requirement. 

Mr. Preston. It seems to me that if we can spend billions of 
dollars on an airplane program and $300 million, or more for a carrier 
or whatever the cost would be, that we can well afford to contribut 
at least $600,000 or $650,000, whatever it may be, to continue to 
train people for maritime purposes. 

We have a happy faculty in the Congress of swallowing a camel and 
straining at a gnat. We can authorize more money in 30 minutes on 
the floor and vet we can spend hours discussing some minor item that is 
inconsequential by comparison. 

I do not agree with the decision of the Secretary of Commerce that 
we should not continue to make contributions to these schools. 

Mr. Tuomas. The point is that all of the evidence we get is that 
they do not get what we need; we need good engineering officers mor 
than we need deck officers. 

Mr. Preston. I think it is just as important to train people for his 
service as it is to train soldiers and marines. 

Mr. SHevuey. We have trained many of them at Kings Point. We 
are putting out money on the Kings Point program with less assurance 
of employment and with no opportunity for them to use the training 
in a gainful employment. 

Mr. Preston. If war breaks out, you will find the fleet not ready 
because vou cannot train them in war time. 

Mr. Forp. The most important need in time of mobilization is 
not masters and chief mates. It is in the junior officers, to expand 
the shipboard personnel. Your deck officers and engineering officers 
that are available to meet the needs of the ship. 

You get the junior off.cers from this Academy to build up the reserve. 

Mr. Preston. Are there ary more questions about this item? 

Mr. Bow. What degree do these boys get at Kings Point? 

Mr. Morse. A bachelor of science. 

Mr. Bow. And they get a pretty good education, do they not? 

Mr. Morss. Yes. 

Mr. Bow. So if there is no place for them in the fleet, they are 
trained engineers and can go into industry someplace? 

Mr. Morse. Quite a number, many of them, find shoreside 
employment. 

Mr. Bow. So that if the fleet did not need them, they would not 
have much trouble placing themselves? 

Mr. Morss. Not at all. 

Mr. Horan. Are the State schools integrated with the State school 
systems of the several States? 

Mr. Morse. I understand they are. 
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Mr. Horan. I have heard some comments that they cannot be 
jntegrated, all of these maritime schools, with the State-school system, 
and that was one of the things I think should be looked into. 

Mr. Morse. Well, my information—and I do not have too much 

n it—but it is my information that the State schools, the high 
‘aliber schools, are turning out good products. 


PER DIEM ALLOWANCE 


Mr. Preston. Is there a per diem allowance in this budget for the 
Academy at Kings Point? 

Mr. Morse. They get a uniform and textbook allowance. 

Mr. Forp. $200 per year. 


OTHER CONTRACTUAL SERVICES 


Mr. Preston. There is a rather large item under “Other con- 
tractual services,’’ $132,700. 

Mr. Nicuots. This is for urgent deferred maintenance work. 

Mr. Preston. There is an item appearing on page 877 of the 
justifications. 

Mr. Nicuots. Yes. The details are listed on pages 877-880 of 
the justifications. 

Mr. Preston. Let us have a few details on that. 

Mr. Nicuous. Here are some photographs showing the condition 
{f the projects that are covered. 

Mr. Preston. I think that is all we need to say on that subject. 


CHANGE IN LANGUAGE 


Mr. Preston. On page 94 of the committee print, I notice there is 
ome language, new language, which states: 
And for salaries and expenses in the District of Columbia * * * 


What is the necessity for this additional language? 

Mr. Nicnoxs. Just for clarity. We have a liaison man in Wash- 
ington who serves in a liaison capacity on the school program; just 
o make it clear that we have some supervision on the program of the 
Academy in the District of Columbia in a liaison capacity, to make 
ertain that it is understood. 

Mr. Preston. That refers to just one man? 

Mr. Nicnous. There would be a staff of 3; 1 man and 2 clerks. 


PURCHASE OF AUTOMOBILE 


Mr. Preston. What about this language: 
urchase of one new passenger motor vehicle for replacement only. 


Mr. Nicnots. That is to replace one bus at the Academy that 
falls within the replacement standards of the Bureau of the Budget. 





[ez 


oe 


~<- 


“ef 


522 


Repair OF Reserve Fieet Vessers (LiquipaTION OF ContRacy 
AUTHORIZATION) 


Amounts available for liquidation of obligations incurred under contract authorizations 








1955 estimate | 1956 estimate 


—_—_—_— 


$12,000,000 | $6, 000, 0» 
—12, 000,000 | ——6, 000, on 
hinneeaiendiiils ote 


Appropriation or estimate--__ ____- -—pehaspeninadadaesiemusane 
"FOCUS oan isn Sie ok Shed tx detdwerdanbbahass 


| 1964 tual 1954 actual 
ee 


Amounts available in excess of requirements--.-.-....---|...--.--------|---- Saves edendldbecnnsescnccs 





Amounts available for obligation 








Contract authorization____- dares hde ca eelete | 
Unobligated balance brought forward.............--...------- errata 
| 
Pere oe eed 











S Preset ery aus 














wri se 
z 





ee tesrers 





Sh 
“One Total available for shanties ied emake eo iaminian bbe avaiels abd dal 25, ~~ 25, 000, 000 000 13, 000, 000 
x Obligations ineurred_- nnn cle Nanaia Ghenitan neni n aekiatedan | —12, 000, 000 —6, 000, 000 
< Unobligated balance carried forward. ----- itihinat—gh vine emdnacmenie = 13, 000, 000 18, 000,000 | 7, 000, 000 
7“ een 1 ae 
BA aid Wee 
an Obligations by activities 
~ — a ——E—— ee er 
¢ Description | 1954 actual | 1955 estimate | 1956 estimate 
~—- D; TOE OF CRREITE TIO WOME obs ois 5a sic dct oe ce cngcne bei eke $9, 800, 000 $4, 825, 000 
= 2. Towing and incidental costs... _- ieee conktbadasdeturttenes 1, 294, 000 647,00 
= 3. Reserve fleet expenses . pines ate ha et Suita | bedside a gas gab tedine’ 756, 000 378, 000 
a 4, Administrative expenses. - - - --- . SeSb us peseiues |---------- 150, 000 150, 000 
“= eae 
dite Obligations incurred wel | i } 2 2, 000, 000 Pai 6, 000, 00 00 
~~ 
‘ ‘ a _ 7. es oe 
an Obligations by objects 
ot Object classification 1954 actual | 1955 estimate | 1956 estimate 
3 an copnailiaaianiaiaicanges alate i helt | caleahiamipeciiag tan atiadinaareninim 
e* OF... Beir OI, BINNS. Nag os cw nahn cee Septic nwnciicnh yea sneecebase $1, 294, 000 $647, 000 
* Services performed by other agencies ack dl Acme 6 eeatioeot ae Rae badicaieat 906, 000 528, 000 
hd OR ietintansteanhrmpe seedy cugen<antecamradiercmnieiiatied 9, 800, 000 4, 825, 000 
se ee CD 
-_ eR oo bs wince aiid s ceitine een gedbigunsénapanls te 12, 000, 000 6, 000, 000 
a 


Mr. Preston. The next item we take up is found on page 98 of the 
committee print, and page 881 of the justifications, under the title, 
“Repair of Reserve Fleet Vessels (Liquidation of Contract Authoriza- 


tion).”’ 
We will place page 881 of the justifications in the record at this 


point. 
(The statement referred to follows:) 
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REPAIR OF RESERVE FLEET VESSELS 


Summary of requirements 


Appropriation, 1955.....---.----.-------------------------------------<-----+--- $12, 000, 000 
TSIGe TIE PII tes 6.0 cadnnnncicecsanpyuncusdpimidtinanwappannadal 12, 000, 000 
init Be is elaine pedidienininn+-aairdoeececgentehengiighendimmanniiinwiiieddidiegaie 0 


Net difference, 1956 over 1955: 











Requirements Difference, 
increase 
By activity (+) or 
1955 1956 decrease 
adjusted estimate (-) 
Beard cartier natkeds gnaeencTncoabredactsesuse $4, 825, 000 |-+$4, 825, 000 
Towing and incidental] expenses... .........-..-...]------...-.- 647, 000 +647, 000 


378, 000 +378, 000 


Reserve SUG GN ihe 5 6b os ptininniesdoca cinta ndkwest 
150, 000 +150, 000 


EE acs ben etisetsanigidscg aps eneeene 








CE einen fa tieqne sesh seeps s<eeeee | 6,000, 000 | +6, 000,000 +$6, 000, 000 
| ————____ 
Total estimate of appropriation, 1956....-.._-- cared tt wae eeck aaa eae ceabiancaaiede 6, 000, 000 


Mr. Preston. We have gone over this to some extent before. 

Mr. Morss. We did have some discussion covering this previously. 

Mr. Preston. The appropriation for 1955 was $12 million; the 
amount requested for 1956 is $6 million. 

Mr. Morse. Yes. 

Mr. Preston. The total authorization was $25 million. 

Mr. Nicuots. That is right. We have had $12 million and this 
would add 6 more, making a total of $18 million against an authoriza- 
tion of $25 million. $7 million will remain in this authorization. 

Mr. Preston. When did you obtain this authorization? 

Mr. Nicuoxs. In the supplemental last year, last September—I 
have forgotten the date of approval of the bill—I believe it was ap- 
proved about September 1 of 1954. 


War Suippina ADMINISTRATION, LIQUIDATION 


Analysis of expenditures 

















| 1954 actual | 1955 estimate | 1956 estimate 

| insinuate dap psieiccatipills healt itibietinath. 

Obligated balance brought forward... ........-..-..-.-------- | $19, 435, 040 | $15, 833, 397 $9, 833, 397 
Adjustment in obligations of prior years................-...-- 1, 736, 629 Fa a eee 
: 21, 171, 669 15, 833, 397 9, 833, 397 
Obligated balance carried forward...............-.....-------- —15, 833,397 | —9, 833,397 —3, 933, 397 
Total expenditures (out of prior authorizations) _......-- | 5, 338, 272 6, 000, 000 | 5, 900, 000 





Mr. Preston. The next item is found on page 100 of the committee 
print. This item is under the title “War Shipping Administration 
Liquidation” and the request is in the amount of $5,900,000. We 
have been confronted with this item before. What have you to say 
about it now? 

Mr. Morss. That item appears on page 886 of the justifications. 
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CLAIMS 


Mr. Nicuots. I might say, Mr. Chairman, that there is an indicated 
estimated settlement value of claims as of June 30, 1954, of approxi- 
mately, about $15 million. The language we had this year made 
available not to exceed $6 million. It is believed that this will be 
enough so far for this year, but we have no authority beyond that. 

Mr. Preston. That will leave you how much out of the total? 

Mr. Nicuous. That will leave us on the basis of the $6 million 
available in 1955; that will leave us approximately $10 million still 
required on an estimated settlement value basis. On a total claimed 
value basis the inventory approximated $36 million still unsettled as 
of June 30, 1954. 

Mr. Preston. And would leave you how much? 

Mr. Nicuots. On the basis of the $6 million, received and based on 
the claimed amount, that will leave about $30 million in claims. 

Mr. Preston. Is there any expiration date within which a claim can 
be filed? 

Mr. Nicnous. These are all old War Shipping Administration 
claims. 

Mr. Morse. To answer your question, unless there is a special bill 
extending the time limit. 

Mr. Preston. You mean a bill in Congress? 

Mr. Morse. In Congress, yes. 

Mr. Preston. Are such bills proposed from time to time? 

Mr. Morseg. On rare occasions there have been times. For in- 
stance, on Seamen’s claims, in one case, where the Supreme Court 
said that the suit was in the wrong forum, and Congress permitted 
them to reopen, extended the time limit for brmging suit. 

Mr. Preston. Congress transferred this activity, however, to the 
Maritime Administration? 

Mr. Nicuots. The Maritime Commission took over the War Ship- 
ping Administration, and the Maritime Administration later took it 
over from the Maritime Commission. 

Mr. Preston. Where are the salaries and expenses for administra- 
tive costs; are they found in this budget? 

Mr. Nicuous. It is being handled in the regular budgeted staff; we 
have at the present time about five people, plus several attorneys 
who are doing work on this with the Department of Justice. 

Mr. Preston. You do not have any attorneys as such, working 
on this? 

Mr. Nicuoxs. Not exclusively. We do have a regular staff in the 
General Counsel’s Office that work on this and other litigated matters, 
but they are paid from administrative expenses. 

Mr. Preston. But you do require a direct appropriation of this 
sum of $5.9 million; is that correct? 

Mr. Nicuois. We would not require it if the fund is continued to 
be available for this liquidation. 

Mr. Preston. I understand it is not av vailable now; this is a dead 
account; nobody has a right to write a check on it? 

Mr. Netuson. The answer to your question, Mr. Preston, is that 
the amount—if we did not have this particular fund available, we 
would have to have a direct appropriation. 

Mr. Preston. But it is not available for any other purpose? 
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Mr. Nerison. It is not available for any other purpose. 

Mr. Nicnots. We have claims already paid from this fund this 
vear. 

“ Mr. Presron. It can be used only to pay out these claims. 

Mr. Nietson. For liquidation of these claims. 

Mr. Nicuots. The claims have to be identified and passed on by 
the General Accounting Office as being a charge against this liquidating 
fund. 

Mr. Morse. I think it would be very desirable to have this appro- 
priation made. The settlement of the claims depends upon the 
availability of funds. In effect, this will complete the settlement? 

Mr. Nicnois. We are not requesting any appropriation for the 
payment of claims beyond the—— 

Mr. Preston. And no claim can be considered at all except the 
claims incurred prior to January 1, 1947, unless authorized by special 
act of Congress? 

Mr. NicHots. Certainly all of these claims emanated from periods 
prior to 1947. They all occurred during World War II. 

Mr. Nerson. Anyway this particular language, of course, Mr. 
Chairman, could be changed to extend the date available. 

Mr. Preston. For new claims? 

Mr. Nicnots. We could not use it——— 

(Off-the-reeord discussion. ) 

Mr. Preston. The language on page 100 reads for liquidation of 
obligations approved by the General Accounting Office and properly 
incurred against funds of the War Shipping Administration prior to 
January 1, 1947. 

Mr. Nicuots. Yes. 

Mr. Preston. Is there anything further on this item? If not, we 
will take the next page, 105, of the committee print, where we have 
some new language at the bottom of the page. 

I believe this is the language you refer to in your general statement 
briefly, Mr. Morse? 

Mr. Morse. Yes—no, I did not refer to this. 

Mr. Preston. This is not the same language. 

Mr. Morse. No. I do have a short statement which I would like 
to present on this item. 

Mr. Preston. Suppose we have your statement at this time. 


VesseL Operatinc Revotvine Funp 


Mr. Morse. This is under vessel operations revolving fund. 

The vessel operations revolving fund was established to finance the 
operation of Government dry-cargo ships by private operators acting 
as agents of the Maritime Administration to meet the increased 
demand during and since Korea for shipment of supplies, materials 
and other items resulting from the national defense and foreign-aid 
programs. Vessel operations under this fund which at peak consisted 
of 538 ships has been and is being continually reduced. Only very 
limited operations are currently contemplated for fiscal year 1956 
unless there is a change in our defense and foreign-aid commitments. 
In view of present world conditions, it is proposed to retain the basic, 
financial and administrative structure of this fund in a position which 
will enable rapid expansion of shipping services if conditions so require. 
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A language amendment is being recommended which proposes 
broadening the authority of the fund by making it available for ey. 
penses arising out of certain ship operating and custody contingencies 
and by authorizing deposit in the fund of certain charter-hire noy 
going into miscellaneous receipts. 

The specific type of expenses contemplated in addition to expenses 
of general agency operations are: (1) contingent expenses incident to 
ship mortgage foreclosure and forfeiture actions which in 1955 ar 
being met by a specific 1-year appropriation and no specific request 
as such is made in 1956, although there will be a requirement fo 
funds; (2) expenses incident to deactivation and return of chartered 
ships to reserve fleets where not otherwise provided for in special 
charters; (3) expenses of custody and husbanding of Government. 
owned ships other than those in reserve fleets, and (4) incidental re. 
pairs to Government-owned vessels to permit their continued custody 
either in or out of fleets. ; 

This requested broadening of the base of this fund is highly desirable 
in that it will make the fund available for the payment of expenses 
of a contingent nature which cannot be foreseen and which usually 
require emergency treatment, and upon which it is very difficult to 
request appropriations in advance. These expenses are of the type 
which can be expected to arise periodically through the conduct of 
the sizable and varied ship operations and custody functions with 
which the Maritime Administration is charged. 

Currently on the basis of decisions of the Comptroller General only 
certain charter-hire receipts are deposited in this fund, the remainder 
currently going to miscellaneous receipts of the Treasury. Under 
this proposal all charter-hire would be deposited in the fund which 
would provide a continuing source of revenue to be available for 
meeting the contingent expenses of the type already referred to. 

We are pleased to report to you that we are currently in the process 
of returning to the Treasury $10 million of the investment of $20 
million made by the Government in supplying initial working capital 
for the vessel operations revolving fund. We are reserving an addi 
tional $10 million of this initial Investment for transfer to the war 
risk insurance revolving fund, which transfer was authorized unde 
Public Law 253, 82d Congress, and which will be required for the 
activation of a war risk insurance program at such time as action of 
this type is required. 

Mr. Preston. Mr. Morse, who originated this idea; who prepared 
this language? 

Mr. Morse. Well, it is the idea of the staff and myself. I think 
it is very desirable to have it. 

Mr. Preston. So far as the administration is concerned; but we 
would not have the slightest control over this appropriation if we 
granted you this authority. We would lose control over a pretty 
good-sized sum of money. You can do almost anything under this 
language; it is very broad. 

Mr. Morss. We need some flexibility. 

Mr. Preston. But we are always receptive people and we want t0 
see you come around and see us. 

Mr. Morsz. I remember several examples where this is needed. 
As I recall, there were two of these chartered vessels that were chal- 
tered to the Philippine nationals but returned to us. We had 10 
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funds available to take in those ships. And even when the GAO said 
we could use the funds, if we were not permitted 

Mr. Preston. You got authority to use $400,000. How did you 
get that? 

Mr. Morse. We came over and spoke to you gentlemen about it. 

Mr. Preston. I think you can always find some of us around. We 
just do not like the idea of losing control over funds. At least, that is 
my own personal opinion. Iam not trying to speak for the committee. 

‘Mr. Nicnots. Mr. Chairman, I might call attention to what we are 
up against, if this language is not provided, that is, if we do not have 
language of this type to take care of the item next year; it would 
require that we submit an estimate for this item. We cannot know 
just when an item will come in; for instance, in some foreclosure 
actions, if the vessel is turned over to us, we do not have the funds to 
receive it. We would have to submit to the committee a request for 
funds for a special appropriation for that purpose. 

Mr. SHevuey. I would like to place my own feelings in the record. 
With all due deference to the chairman, and I regret to disagree with 
him—at least, I want to say, because of my service with the Merchant 
Marine Committee, I have rather favored the idea of having a revolv- 
ing fund, because of the problems that they are confronted with, and 
were during the period I served on that committee for the past 5 years. 
The matter was discussed time and again and in the committee they 
were encouraged to set up a revolving fund. We did make the sug- 
gestion that there should be proper restrictions included with the 
idea that the amount should be a reasonable amount, because of some 
situation that the General Accounting Office met with somehow sev- 
eral years ago with the old Commission and their handling of the 
revolving fund which was then in existence. I think you recall what 
I am talking about, Mr. Nichols. 

Mr. Nicuous. I may say this appropriation was discussed with the 
General Accounting Office at the time we submitted the language; 
that is, we informally got their views. 

Mr. Sueuxey. I think if the jurisdictional dispute could be worked 
out, if all the elements of jurisdiction, overlapping jurisdiction, could 
be worked out, I think it might be well to have this. I am pretty 
familiar with it from the previous discussions. 

Mr. Nicnous. We have had problems such as this during the last 
year, in the chartering of vessels to the Philippines. When the char- 
ters expired, there was no obligation for the Philippine companies to 
return the vessels to the United States. The GAO gave us authority 
to use this revolving fund for the return of the ships. We have still 
more ships for which this fund would have to be used in emergency. 

Mr. SHettey. Why did you not provide for their return at the 
time they were taken over? 

Mr. Nicuots. The Philippine Rehabilitation Act which covered 
the charter to the Philippines provided only for a nominal charter 
hire. It was an effort to try to rebuild the Philippine merchant 
marine, and there was a special provision made by the Congress for 
them. We do not have any funds available to take care of these 
ships when they are released from charter. 

Mr. Preston. Well, this is a matter that we will have to decide 
by the committee. 
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I believe that completes the hearings so far as the Maritime Com- 
mission and the Federal Maritime Board is concerned. 

I want to thank you gentlemen for a very interesting hearing and 
for the information you have presented to us. 

Mr. Morse. Thank you. 


WEDNESDAY, APRIL 27, 1955. 


BUREAU OF PUBLIC ROADS 


WITNESSES 


LOUIS 8. ROTHSCHILD, UNDER SECRETARY FOR TRANSPORTATION 

GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

OSCAR NIELSON, DEPARTMENTAL BUDGET OFFICER 

CHARLES D. CURTISS, COMMISSIONER 

FRANCIS C. TURNER, ASSISTANT TO COMMISSIONER 

JAMES C. ALLEN, ACTING DEPUTY COMMISSIONER 

EDWARD J. MARTIN, BUDGET OFFICER 

HENRY F. HOLLAND, ASSISTANT SECRETARY OF STATE FOR 
INTER-AMERICAN AFFAIRS 

JACK D. NEAL, DEPUTY DIRECTOR, MIDDLE AMERICAN AFFAIRS 

CHARLES P. NOLAN, OFFICER IN CHARGE OF TRANSPORTATION 
AND COMMUNICATION FOR BUREAU OF INTER-AMERICAN 
AFFAIRS 


Mr. Preston. The committee will come to order. 
The first subject for consideration this morning is the Bureau of 


Public Roads. 
GENERAL STATEMENT 


Mr. Curtiss, the Commissioner of Public Roads, has a general 
statement which, if it is agreeable to you Mr. Curtiss, we will insert in 
the record at this point, followed by certain tables. 

(The statement and tables referred to are as follows:) 


SUMMARY STATEMENT OF FEDERAL HIGHWAY PROGRAMS 


The Federal-aid program is gathering momentum as the States accelerate 
their programs to utilize the larger annual authorizations provided by the Federal- 
Aid Highway Act of 1954. This act authorized a sum of $875 million for each of 
the fiscal years 1956 and 1957, representing an annual increase of $300 million, 
or 52 percent over the amounts authorized by the Federal-Aid Highway Act of 
1952. One-half of the increase was for improvements on the Interstate Highway 
System. The percentage distribution between the three classes of improvements— 
primary, secondary and urban—provided for in both acts is the same, that is, 45 
percent, 30 percent, and 25 percent, respectively. The following is a comparison 
of the authorizations in each of the two acts by classes of improvement: 


Classes of improvement 1952 act 1954 act 
a. nine Ct ae sie i | $247, 500, 000 | $315, 000, 000 
icant dco ndvhinndelinds inte Miebhih seabk | 165, 000, 000 | 210, 000, 000 
II Soe ce Sos ee on oeeuenie Stee ae 137, 500, 000 175, 000, 000 
I IG 5 oni cneccleesk i ed i nhdbskdis eh eeee 25, 000, 000 175, 000, 000 


a. i RIE 575,000,000 | 875, 000, 000 
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Several important amendments were made to Federal-aid legislation by the 
Federal-Aid Highway Act of 1954 providing for procedural and operating changes. 

1) The 1954 act provides that upon request of a State highway department 
with the approval of the Governor ano the Secretary of Commerce, up to 10 
percent of apportionments of primary, secondary, or urban funds may be trans- 
ferred from one class of funds to another. Seven States have requested and 
received approval for transfer of funds under this new provision of law. The 
sum of the transfers to date are as follows: 


Transfer to— 





Transfer from— rer rere n ter eegenneensnenremes j Total 
| : | , 
Primary | Secondary Urban { 
—_—_ — Cee eeeeeeeeee eee - = —— ea  aeeeeanmess a, — neem —e 1 eS aaa 
PeNNS. 3. ccuawssioulcs oietees Sia dedi $28. eee. $59, 130 | _. $59, 130 
RE ESE ae | $1, 692, 787 $1, 459, 863 3, 152, 650 
Eth. 5 on Jo cries cabbies ; 668, 553 20, 895 689, 448 
WE 5 ow a eae ceemunenees ; 2, 361, 340 80, 025 | 1, 459, 863 3, 901, 228 





(2) The new act makes Federal-aid urban funds availavle for improvement of 
extensions of the Federal-aid secondary system in urban areas. With the excep- 
tion of a few densely populated States, secondary funds are generally limited to 
work in rural areas. There were no funds available prior to the 1954 act for con- 
tinuing the improvement of a secondary route into an urban area. 

(3) Section 1 of the 1954 act provides that the States may assume full responsi- 
bility for the plans, design, construction, and inspections of secondary roads at 
their request and upon approval of their procedures and standards by the Bureau 
of Public Roads. The legislation requires a certificate of compliance to be exe- 
cuted by the State for each project constructed. 

Acceleration of the Federal-aid programs has been made possible not only by 
the increase in the annual authorizations but also by the apportionment of 1956 
funds effective July 1, 1954, 6 months in advance of the normal apportionment 
date. 

The States have met the challenge of increased Federal funds by stepping up 
their Federal-aid programs to new record highs. During the calendar year 1954 
the States programed projects costing $1,521,877,154 of which $777,019,179 was 
Federal-aid funds, an increase of 60 percent over the previous year. This pro- 
gramed work will provide improvements to 25,512 miles of highway, including 
4,391 bridges over 20-foot span. 

The Federal fund cost of projects for which plans were approved during the 
calendar year 1954—the obligation step—totaled $685 million, an increase of 
$137 million or 25 percent over the previous year. 

Other steps in the operation of the Federal-aid program increased proportion- 
ately in 1954 over 1953. A comparison of the Federal dollar volume involved 


in each step is as follows: 
[In millions} 


| 





Steps in program 1953 calendar 1954 calendar 








year year 
} 
Programs approved____._.______..____. phic ch eid as SAD Sold o 1s 2a $484 | 777 
FU NIe es  d  n td isck tan de ee daker ia’ ---| 548 | 685 
Contracts awarded......-............. Scermluatd ictes by 1arks hepa cent 545 | 658 
Were Werte Se Pe Fee ee es cee eet 538 | 657 
Work Qe iets. cd) eT cao Cah tate dablonrn sense aN 519 600 
Payments to Bistetiig 82) oe cee ce ited) .obecacaietee. 4d 4 sh Ss 505 | 562 


_In practically all States the principal reconstruction work undertaken on the 
Federal-aid primary system consists of projects financed with Federal-aid and 
State matching funds. First designated in 1921 pursuant to congressional direc- 
tion, the Federal-aid primary system comprises main through routes, for which 
continuing Federal-fund allocations have been made. It was not until 1944 that 
Congress extended Federal-aid to include improvements to a system of secondary 
or farm-to-market routes and to extensions of the Federal-aid system into and 
Sonne the urban areas around cities and other urban places of 5,000 or more 
population. 
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The mileages of the Federal-aid systems on July 1, 1954, were as follows: 
Federal-aid primary highway system: 








PR Ril od ecaandinirn tn sii die snplennd +> antennae ites 37, 700 
Nn i incite a nicnntnip-chaduitten= eneuwennk wanes 196, 707 

tin contin antenmaine amine end-ofnadienil 234, 407 
ORI: SUE TIE. «cnn cnamncnaeonnhanchelsehenthienetn 482, 972 
es re ee ee eee 717, 379 


The postwar Federal-aid funds, together with State matching funds, have 
provided improvements to 155,561 miles of highways and streets completed and 
opened to traffic to January 1, 1955. Included in this total are 19,753 miles 
completed during the fiscal year 1954 (exhibit 1). The total mileage completed 
to : anuary 1, 1955, under this program is as follows for each Federal-aid highway 
system: 


Federal-aid primary highway system: 


a athe linemen cites abd 8, 511 
ee. no ane sab sesso anh oaemsel 40, 714 

Te I i eis tadtadeie wipiptenensniitiye Naik ac Ania tate 49, 225 
Federal-aid secondary system _ - ---- EL ES LA OO CN 106, 336 
I a ecil 155, 561 


An additional 13,956 miles were under construction on March 1, 1955; plans 
had been approved for 3,295 miles on which work had not vet been started, and 
improvements for an additional 13,996 miles had been programed (exhibit 2). 
The estimated cost of these improvements is $2,531,527, of which Federal funds 
amount to $1,300,104 (exhibit 3). Federal funds totaling $516,003,007 were paid 
to the States during the fiscal year 1954 for work done on projects under construc- 
tion or completed (exhibit 4). 

Federal-aid highway funds for the fiscal year 1955 were apportioned and made 
available to the States effective January 1, 1954. Six months later, on July 1, 
1954, funds authorized for the fiscal year 1956 were apportioned and made avail- 
able to the States (exhibit 5). Balances of apportioned funds remaining available 
for the programing of additional projects amounted to $663,315,578 on March 
1, 1955 (exhibit 6). 

The dimensions of the Federal-aid program are determined by the annual 
authorizations, which are apportioned among the 48 States, the District of 
Columbia, Hawaii, and Puerto Rico in accordance with formulas prescribed by 
the Congress. The budget estimates reflect the amount of cash estimated to be 
required in the budget year to reimburse the States for work done on approved 
projects. The budget estimate for 1956 anticipates that the program will exceed 
considerably the $575 million rate authorized for the current year but will still 
be below the $875 million rate authorized for the budget year. 

The expenditure estimate is determined by projecting the time interval or lag 
between plan approvals and payments for work done. This time lag decreased 
from 16 months on July 1, 1953, to 15% months on July 1, 1954. The estimate of 
$680 million for fiscal year 1956 is based on anticipated continuation of the 15\4- 
month lag that prevailed on July 1, 1954. 

Expenditures during this fiscal year to April 1, 1955, have amounted to $494 
million. Estimated expenditures for the remainder of the fiscal year total $106 
million. Actual expenditures will be determined by the funds made available 
in the 1955 supplemental appropriation. A comparison of expenditures by 
months of this fiscal year with the previous fiscal year is as follows: 
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| 7 
Month Fiscal year 1954 Fiscal year 
i 1955 
700 inches iid asleniembans Eatissnad 
Pes 25 ae Se aah: a5 vos jer note ah) $49, 646, 518 | 1 $73, 709, 156 
rata \ugust.------------------ 0-2-2 - oe n nen eee eee nnn wenn een nneee 57, 255, 275 | 57, 469, 156 
407 ENMU cn naisivniiinetnenecnntotersenbeniaasnepetnine preemies 59, 143, 035 | 67, 9OR, 514 
972 October - - .----------------------------------++---+----++---------- 58, 494, 989 68, 111, 231 
Novem DOP ...-<<-<4-nssncnnsncenseu~ses nceaeatesbonesase season see 61, 723, 773 | 61, 636, 459 
pe December - - ----------------------------------------------------- 55, 284, 845 58, 619, 800 
379 aE. <cctadateledethuattttesuhsne da tnckewsss ee iiod Sith -| 34,472,144 | 38, 705, 245 
February -----------------~---------------------------- oonecesccs 23, 474, 098 | 33, 484, 589 
ave Sai... <casseeaeihaeietade-sagke Sandee diaioten: o> aaeaae 30, 440, 679 | 34, 550, 748 
an panne 
- Subtotal cnc ce sssdncecene cise scusiddondccsckevenseccocta 429, 935, 356 494, 284, 889 
8 nadll ._.. nc pane ibamnabaaiae tee viintnny gees nicnieksasqshn aba 30, 699, 252 
ted LAS... cadena eae eae ore thas hapa ne eee ee mee 36, 048, 2423101, 109,250 | 106, 116, 514 
vay June-- sie caepdegthae See ake Pew auaitan dey es sages euenadeukae as cal > rn 
Sete CII re I icp gin ancl s ca rite <n 531, 044, 606 600, 401, 403 
Adjustment. ...---------------------.----------------- — 52, 298 —3, 193 
511 Total (‘Treasury accounts and budget).....................| 530, 992, 308 | 600, 398, 210 
714 » 
a 1 High because of payment of the $14,686,643 vouchers carried over from June. 
225 2 Low because funds were exhausted prior to June 30, 1954, necessitating holding unpaid vouchers in the 
336 amount of $14,686,643. 
— FOREST HIGHWAYS 
561 ' : bea ' 
The 24,279-mile forest highway system, largely coincident with the Federal-aid 
ans and State highway systems, is a small but highly important segment of the 
and Nation’s network of public roads. 
2). Approximately 75 percent of the forest highway system consists of connecting 
nds links in the Federal-aid primary or secondary highway systems and some 800 
aid miles are a part of the interstate highway system. State highways or county or 
- local roads comprise the remaining mileage of forest highway routes. Substantial 
ad amounts of State funds are frequently used along with Federal-aid and forest 
-" highway funds in the improvement of routes included in both systems. Even 
- though the forest highway funds are not required to be matched, the States 
ble frequently participate because of the related importance of the forest highways 
} 


within their State. Responsibility for the maintenance of forest highway im- 


reh provements is normally assumed by the States following a 2-year postconstruction 

period with the result that forest highway funds are conserved for construction 
ual purposes. Similar to the other highway systems, routes on the forest highway 
- system are generally inadequate for service requirements because of deterioration, 


obsolescence, and increasing traffic volumes. 

pe The forest highway authorization of $22,500,000 for the fiscal year 1956 was 
apportioned effective July 1, 1954, 6 months in advance of the normal apportion- 
ment date. These funds are apportioned according to the area and value of 
Government-owned land in the national forests in the States, Alaska, and Puerto 
Rico (exhibit 7). 


till 


lng During the fiscal year 1954 improvements were completed on 469 miles of 
- f forest highway routes. These improvements had a total estimated cost of 
4 $24,647,211, including $22,457,639 of forest highway funds. Forest highway 
2" projects having a total length of 575 miles were under construction on March 1, 
194 1955. An additional 145 miles were approved but not yet under construction, and 
06 384 miles were programed for construction (exhibit 8). 

ble Projects programed but not yet placed under construction as of March 1, 1955, 


ce Involved $17,374,962 of forest highway funds. Active projects involved an 
) additional $29,487,022 of forest highway funds, and there was a balance of 
$20,849,941 available for programing to additional projects. Details by States 
are shown in exhibit 9. 

The forest highway estimate of $25 million provides for the forest highway 
program to proceed at approximately the annual authorization rate of $22.5 
million during the fiscal year 1956. In the past the forest highway program has 
een limited to the extent that contract awards were held to the maximum that 
could be financed within appropriations made by the Congress. Section 6 of the 


1954 act extended contract authority to the forest highway and other direct Fed- 
eral highway programs for the fiscal year 1955, 1956 and 1957 authorizations. 

nder this section the forest highway program is now able to proceed at approxi- 
mately the annual authorization rate. The budget provides for the cancellation 
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of the unappropriated portion of the 1954 fiseal vear authorization ($15.9 millio; 
for which contract authority was not extended by the 1954 Act. 

Forest highway expenditures during this fiscal year to April 1 have amountej 
to $16.6 million. Construction funds were exhausted in March and a suppk. 
mental appropriation is needed to pay contractors’ claims for work performed 
through the remainder of the current fiscal vear. 


INTER-AMERICAN HIGHWAY 


When the budget estimate for the Inter-American Highway for the 1956 fiseg 
year was prepared in the amount of $5,750,000 it was planned to continue the pro. 
gram at the same level as had been approved for the current fiscal year. () 
March 31, 1955, the President of the United States sent communications to the 
Vice President and the Speaker of the House expressing his conviction that be. 
cause of economic and political reasons, now is the appropriate time to speed com- 
pletion of the Inter-American Highway. The President’s letter indicated tha 
the cost of completing the highway within a 3-vear period would require $74. 
980,000 of additional Federal funds. 

To implement the recommendation of the President the 1956 budget estimate 
has been revised to request appropriation of the additional sum of $69,230,000, 
or a revised total of $74,980,000. Since the current balance of unfinanced author. 
izations for the Inter-American Highway is $49,250,000, authorization of an addi- 
tional sum of $25,730,000 is also necessary. A bill is being processed currently 
to provide the additional authorization and to make immediately available for 
appropriation, the authorizations of $8,000,000 for each of the fiscal years 1957 
1958 and 1959. 

Following completion of the program financed with funds made available 
through the current fiscal year, there will still be 166 miles of impassable location 
and an additional mileage of 559 miles that is “below standard.” The following 
tabulation reflects the status of the highway by countries: 


Status after expenditure of fiscal year 1955 and prior appropriations 











{Miles} 
| All weather 
| l wid bg y l ~ |Impassable} — Total 
| | I erm | elow Ine 
| Paved | standards standards | Total | 
| | a @ | ws - we 
| | 
Guatemala_______.-..-_.--.- 67 | 7 | 242 | 316 | 18 | i 
Mt Eo cataracnnccucl SON 1.x. axtede ses ae Ser .| 195 | Ae aie 1% 
MONET. 5 ice ie xd Cae ee 24 | 70 | OO 4. scucck -Sucet 4 
I cnnintacven spe seeds 132 | 42 | 64 | OE i annteasee 2s 
EE EE cae sence nee omen 60 | 211 | 8 | 279 134 | 43 
ee eee 99 28 | 175 302 14 | SIF 
se ee | _— ! 
ND Rictsccens beceeecons 553 | 312 | 559 | 1, 424 | 166 | 1, 5 
' } ' 


It is estimated on the basis of the current authorization that the Inter-Americai 
Highway would not be completed for some 5 to 6 years. No additional paving 
could be performed within the funds authorized. 

To complete the highway within 3 vears, and include paving, additional cos 
will be involved and the accelerated program will require the extensive use 0! 
large United States contractors who will necessarily bring in United States skilled 
labor and equipment. It is estimated that approximately $36 million of work 
can be performed during the 1956 fiscal year of which $24 million would represent 
funds provided by the United States. 

In support of the plan for completion of the Inter-American Highway within 
the next 3 years, the Secretary of State addressed a communication to the Secre 
tary of Commerce on April 1, 1955, reciting from the standpoint of foreign polic! 
the many benefits that could be attained by early completion of the highway. 








llior 


inted 
pple. 


rmed 


fiscal 
“pn. 

On 
O the 
t be. 
com- 
that 
$74. 
mate 
000, 
thor- 
nddi- 
ently 
e for 
1957 


lable 
ation 
wing 


ytal 


rica 
Wing 


cost 
se of 
riled 
work 


esent 


ithin 


ecre- 
olic’ 
y. 





533 


PUBLIC LANDS HIGHWAYS 


The budget estimate for the 1956 fiscal vear ineludes $2 million for public lands 
highways. Public lands highway funds are provided for the construction and 
improvement of highways through public lands in those States with large areas 
of unappropriated or unreserved public lands, nontaxable Indian lands, or other 
Federal reservations. These funds are made available on the basis of the needs 
in the various States as determined by the Commissioner of Public Roads, upon 
application of the highway departments of the respective States, and without 
regard to any apportionment formula. 

Section 6 of the Federal-Aid Highway Aet of 1954 provided econtraet authority 
for the 1955 authorization of $2,500,000 for public lands highways as well as the 
authorizations contained in section 5 of the same act of $1 million for each of 
the fiseal years 1956 and 1957. 

Immediately following passage of the 1954 Federal-Aid Highway Act, projects 
were selected for utilization of the 1955 authorization of $2,500,000. It was 
necessary to request a supplemental appropriation for the fiscal year 1955 in the 
amount of $1 million since the regular 1955 estimate had not included an item for 
public-lands highways. Congressional action on the 1955 supplemental request 
has not been completed; however, all but approximately $500,000 of the 
$2,500,000 authorization for the 1955 fiseal vear had been placed under contract 
as of March 1, 1955. After taking in consideration the supplemental estimate, 
the 1956 estimate will represent liquidation of the remainder of the 1955 fiscal 
vear authorization ($1,500,000) and $500,000 of the 1956 authorization. It is 
planned to proceed with the use of contract authority for the 1956 authorization 
of $1 million immediately after July 1, 1955. 

Exhibit 10 reflects the current status of projects authorized under the 1955 
authorization for public-lands highways. 








‘rere mre em 


VAAN L 


“eerse erry eae 


aIms me 


'+etee oo rs 


S 


wd 


SHAK 


i 
¢ 


i wer? 
aveewed Fee 


ria i 


+/ 





534 


ExuisitT 1 


Federal-aid highway projects completed during the fiscal year 1954 





Number of railway- | Number o 
highway grade eross- | railroad 





ings grade 

Number of ; 

State Miles Separation 
bridges Structures 


Elimi- recon- 
nated Protected structed 




















NBs oo ok ean och cede Soesssliceee 677.2 3 l 
Ps 6 nbn niin deed ddd dts 0h denn dha 142.5 DP Nobis dcddech Ss Sod 
Sl hi aidiceR dad dines 4 510.9 77 2 ae 
ci asi la aa allt i 295. 8 163 13 eo. 
GN 6 bc adcnonds osabnadadéabicbaevuse 268. 6 Be Bas dwocesece® 5 
OG iisk di pct noncnticdsbidonbe 26. 2 21 Mi 5 Si, ae 
liad i nee eR 23.5 OY | er inictipantdetl 
SE sascha ialatedaisin ts cients 228.8 41 3 ar 
CNL « p divabstancdvansessideanaheuceeee 543.0 90 5 18 { 
DOES Sie dontktiniseesbbabhsonawasstanmctd 234. 1 39 1 5 
NN. aia tatt carers. 5. Siti taiemkiediemine eae 597.6 127 2 49 | 
P< <.cninnceusiadntainin denadanab emai 218.4 62 8 | 18 |. 
SS S94: kv idwahindhenesanenewe ten eleames 896. 4 67 1 | 11 | 
0 ES Sore a epee eee TENE S: 1, 382. 2 162 | 3 15 | 
Kentucky --- 325. 4 59 | 3 5 |- 
Louisiana. --- 142.4 44 3 7 
nati tht eiavateh badass Vebtantadhese 59.7 10 2 3 
Maryland 90.9 12 2 eh 
ain n a ticbniewnih a aicabineneibaiie 30.6 11 |- bined ie ait 
DN ccnneppucnabegencmmnnne 6tiene. 493.9 56 3 14 |. 
Minnesota- - ----- cows cohen iduccamiacen 1, 281.8 21 6 17 
Mississippi- -- - - -- ition nash achhupheie Gah a 683. 5 Bae thwd Scent ; Tikes 
DE. 7 eletbdcbnaanodeeeeanhenebe cowdion 725. & 161 8 2 
iis acids thiomcenstin kins ae nneeinmiad wp 370. 5 24 2 3 | 
IR sti piciamnes neces ann melt cis cation 378.9 34 1 ae 
PEN <i cndnbanstinhastatinnkeequabiiuusies 181.8 Bg aiainwecot ania caudal 
FOr SIN. 5. 6ns sonnel ibis ahaee < 35.8 De cxsdoakwabe Bhs. <. 
TURD ced ctaneawe scaattoNemneradouscs 46. 4 38  icgawudee Sa 
Oe aia sanannahant 322. 2 Ose levadl et... 
ON no ns cera nanan unnkcandmibiomms 339. 4 58 OD Pica cencecae ? 
Co eee peisaieeiteara 677.1 76 7 3 | 
PS Pn nas eutnsienssecnnatenswcun 1, 382. 5 OT cindeaake elena eee a 
NN ae eee ere 153.9 74 12 21 | 2 
IN i rn cine ss ee weees cod snamnen 310.8 DE Rs seanecndee= Riis 
Rice be bakandccancaccnastpenseamensnnsel 380. 6 De tisnncece baa Sanamcnkeed aes 
Pemieyivania..........-2-.006- ike wen canes 196. 8 105 Te idocnunenns 2 
isn ins a cnaiipcnngeaminne ns ee 11.4 18 - iscareeaaan ae 
Seutn Carclina.....-....- alec tea crear teat 451.0 106 6 1 | 2 
SS See ee et ae 621.1 OP Aas ncn x ttwadlonessceaach 
RG is we aneeniariene = a ieaimaneeis 486. 5 90 4 5 
ARS.) cicutuchventeneuniedscheameieih 1, 707.7 368 26 12 
NE dani pciaccatdensasasei ica ceteebne 173.6 Diack a> snes beesepked 
Vermont------ EE A ee eee ite 53.8 OO Disconnects ainanaanseli 
CO  —— catanindne tees ic onne 380. 1 67 6 7 2 
TD hiiiiccccccenstnenhingenbaewnie 242.1 DR cca rene 5 
Waele Vaeme......-.... imagenes aaeheee 162.0 18 | 3 7 | 
eI ic icone cine eck obinlacmalaiee canatans ead 576. 5 82 7 6 
EE hk cotnatiukaeysrdceneGrdehcnne es 185. 2 22 E Genaccancenpe 
I iiitilias Un suncnnccadownnnahinbenawen 16.7 TT a ncidih aici a ite aaa aaa deel 
Distriet of Columbia... ............660-665- 4.0 eds b daiklnnwhsoencteeeeel 
PID i didcd iesin seen ddckdensianoeia 26.0 Dh tidc ans Po hecied chee a 

WOE éncb cakes essbias adabeupee 19, 753. 3 3, 029 184 322 2 
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Exursit 2 


Mileage of active Federal-atd highway projects as of Mar. 1, 1955 
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is Mileage 
bea. Under = |}; Total 
rade construction Approved for| p a 
aration construction | * T8ram 
1ctures 
Con: 
ucted Alabama www eh eeecasaecenncdncédasadasncoceese® 665. 1 9.3 337.5 1,011.9 
a AMARONE... conch didn diwacavseseuduightmdedegunsates 139.3 25.3 93.7 | 258.3 
ASHOIIRE.... .. .nccicsanesnnconeuendedieensseesenis 423. 5 29.8 429. 6 882. 9 
l CRITI. « cies caskatiudie on oe Spe aiehenanaas ishite 333. 7 38. 6 161.2 533. 5 
poe nenee CaletOR.. 5 cs knctessiesscs<cmigncadsbenstenses 164.8 62.8 104. 4 332. 0 
mentees CemmieeNOt... cciintaandnncttaetatalece~anahs 8.1 3.2 1.7 13.0 
aaneee DAW OIG «ncn cian cices nna smSidieduncscancacain 23.9 7.0 4.0 34.9 
sees Fists... .<ccunteubetentee<sgsiteaul gihiee seals 316. 9 61.6 242.0 620. 5 
aan . Georgia 1, 000. 0 45.8 182.1 | 1, 227.9 
‘ Idaho- -- 186. 1 61.1 112.9 | 360. 1 
pean eee TAGE. . 00. onkahidpedeeerscusetnemindt 298. 2 116.3 678. 2 1, 092.7 
‘ BNR... -onevastapenienee-nntiie hiipducenentil 111.9 133. 8 144. 6 390. 3 
i WIGD. 6 0nc cccnnceekubhecesscusihis bidedus coueene 654. 8 168. 9 580.8 1,404.5 
l WORONS.. ..<. sc ddabadhdnaicondeuenedeeesceee 881.9 62.7 692. 8 1, 637. 4 
-- DARI 5 onic ttiieneine seein icp dactenees sem 254. 0 75. 7 89.3 419.0 
. TARDE. 2. cgcdcaenadedissen Ol Shinteeenith 117.4 42.7 156.8 316.9 
. MGI. ckccencminh Wien deus ek DeRNaGeateecceeton 128.8 4.5 31.8 165. 1 
“* MING 60 nn sndbuibtieds va-nnttdaedendseah 52.0 13.2 65. 2 130. 4 
> IIS os canntannndceeteeatbacadilccas 38.8 6.4 19. 2 64.4 
‘ DO re eee ee 228. 2 193. 5 626. 3 1, 048.0 
pe nnneee MIRINBS «5. dcocncacccaacontuunaiesscussenpan 369. 2 279.7 929. 0 1, 577.9 
oar Mississippi 386. 3 217.6 502.3 1, 106.2 
ANTS oa pcscseabteaa ike ake Gaba Relates ini 1, 002. 9 89.9 843. 1 1, 935. 9 
PING. 55d binlanetnecundeue iba eiontaaannis 442.8 24.2 289. 5 756. 5 
ARUE.. «.. cctsttcabdcns ccc tiinshhiRendn taes 486. 2 100. 5 1, 116.3 1, 703.0 
| NetOG8 :....< ccawcic ents si~sn Gabe tadiwakecdnads 50. 7 22.6 122.0 195.3 
NeW HAMOGNG Gs. oda nta cas «ats tadulbeteasccuns 36.9 1.7 11.7 50.3 
NOW SOUS «os cciniiatusdncnesecaeeegictaucstee 27.3 5.8 45. 2 78.3 
DROW SO ital in 5s. tog s dnwudiagen aiekinis 160.3 66.3 119.9 346.5 
| RR RE aS een 292. 6 7.1 84.9 384. 6 
Nepte CGI no ct wn ait dneaewwes samen 531.4 64.7 339. 2 935. 3 
**s INORG IN aii in dnc Atiatabeetdadonee 272. 5 303. 2 1, 217.9 1, 793. 6 
. COD ncccicnctieeestebokadecubebadeneeneeassune 117.6 25.6 83.4 226. 6 
i 310.3 124.6 206. 4 641.3 
. 171.4 14.3 68.9 254. 6 
: 166. 5 7.2 194. 4 368. 1 
, 18.1 14.9 16.9 49.9 
‘ 255. 0 21.3 175.4 451.7 
é Seeseee Cee ee OS ee 336. 7 155. 2 978.9 1, 470.8 
TOMO... 25 tices saath ansaten 340.1 102.3 419.0 861.4 
‘ TOO... «a ca Xe wk aete. Be eh ea Aiea 1,191.3 185.0 224. 5 1, 600. 8 
Utah sia sosait 0 cs oS ese cadet oaidiaaiaM oak aecedeiade 21.0 68.0 131.4 220. 4 
nouns VORIINR Sec Soa mcrseaniadeniadettncevas awa GN Binnas desde cane 17.6 81.8 
VIIA 0 nica umitdn nan csan epee peep ses ccacgns 207.3 61.2 | 171.6 440.1 
WN a i ts os aiacueie 142. 6 35. 2 177.9 355. 7 
: West TO sn aa aati wae hain aananee 48.6 38. 2 44.1 130.9 
5 WN a occ ehont anata, mieaneaccnee 273.6 16. 2 431.0 720.8 
: Lh RR Se La Rare Eb 147.4 | 70.2 | 234. 5 452.1 
cipitation  E 15.1 2.8 3.2 21.1 
Distriat of Cams no on Son. cede denencneen 1.1 1.1 8.3 10.5 
FOUR TIN = nn 0a naedatneaena danwdsededaes 41.7 5.9 | 34.0 81.6 
Total..... sion tilntbineeweasiiemdaiamien 13, 956.1 | 3, 204.7 13, 996. 5 | 31, 247.3 
eo ExuiBitT 3 
Status of active Federal-aid highway program as of Mar. 1, 1955 
[In thousands of dollars] 
Under construction o> Programed Total 
Federal fund 
Total Federal Total Federal Total Federal Total Federal 
cost funds cost funds cost funds cost funds 
deeecnnccnsig ni ip ec A a 
Peay oc cccun ceed $560, 320 | $286,913 | $145,389 | $76,338 | $273,797 | $146,585 | $979,506 | $509, 836 
Secondary........... 287, 840 146, 338 40, 792 21, 659 252, 823 130, 922 581, 455 298, 919 
URW sca cmeaee 552,283 | 270,828 | 96,304/ 46,052] 191,229| 99,847 | 839,816 | 416,727 
Interstate. .........- 57,506 | 31,279| 24,133) 13,546] 49,111 | 29,797 | 130,750| 74,622 


2, 531,527 | 1,300, 104 


Total........ ..|1, 457, 949 | 735,358 | 306,618 157,505 | 766,960 | 407,151 
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EXnHIBIT 4 


Federal-aid expenditures, by States during the calendar year 1954 


























| 
| 


State | Primary Secondary | Urban Interstate 

Fa ca. canceukonboeee $8, 074, 609 $5, 057, 834 | $1, 544, 252 | $204, 897 
Arizona GUFER 56s ee ceeeneesee 2, 954, 015 2, 363, 763 | 809, 718 319, 729 
DS RE ENR Oe OF = 3, 320, 867 | 3, 178, 727 | 458, 109 372, 839 
CR. Giger. ee 11, 636, 509 5, 045, 479 | 10, 548, 623 515, 656 
Colorado. .-....----- SIE | 3, 520, 586 2,364,119 | 1, 160, 350 3,477 
TRE. 60 oS ctu wemenabemay 2, 330, 174 748, 224 | — 224, 769 1, 251 
TOD. oie gcc acawnnwns habe | 672, 596 374, 470 | IE to niscceeuanes 
Rs a Patan k co nccaee a ---| 2, 382, 228 2, 368, 797 | 2, 147, 414 |...--- es 
De dahl cas aL eae 5, 308, 183 | 3, 520, 450 | 1, 360, O87 | 125, 634 
Rn oe eee 3, 285, O86 | 2, 737, 999 | 27, 200 | 147, 554 | 
I ol nig hn ae os cee ee | 7, 937, 193 7, 282, 199 | 10, 364, 294 | 989, 578 
A. < sek eaten cc aGuckece es 3, 656, 963 3, 471, 317 | 3, 279, 122 | 553, 816 
NE oe, ree aes | 41336,112 | 3, 696, 800 977, 024 238, 022 
a RCN 50 pe Renae RR 5, 226, 036 4, 564, 892 | 1, 259, 806 | 559, 251 
NI 0 ooo oe ee 3, 756, 184 4, 239, 327 BE SE un cas eeaweaees 
NS ge eee 3, 274, 578 2, 004, 662 1, 527, 446 | 383, 535 
Ss ete, oe " 2, 049, 605 | 1, 595, 291 1, 049, 969 | 59, 890 
NR ae 1, 524, 976 | 1, 647, 872 | 785, 039 144, 400 
ee 3, 427, 231 691, 134 Se SOO Yisekctoncs weeds 
Michigan._............- aoe e 6, 471, 620 3, 638,667 | 3, 533, 344 | 63, 742 | 
Se a a ae 5, 326, 916 | 3, 771, 196 | 2, 478, 450 | 413, 231 
Ee ee 4, 684, 017 5, 473, 004 | 623, 278 | es 
MN so oene oc cee- 8, 639, 516 4, 143, 883 4, 599, 362 | 199, 404 | 
ok nak Gece ae 3, 189, 125 3, 072, 668 87, 320 = 
Nebraska.......-.-..- 2, 247, 032 2, 325, 661 | 941, 738 : 
es bn 2, 522, 072 1, 954, 336 | 57, 698 | 299, 818 
New Hampshire-.____- 420, 505 | 1, 011, 330 | 891, 587 | . : 
New Jersey...........-- 3, 321, 538 542, 447 | 7, 760, 130 | 321, 542 
New Mexico.....__..-_-- 4, 225, 249 | 2,617,451 | 570, 437 | 313, 605 
TI os esis ote ng, ws a . 686, 699 6, 170, 452 | 18, 215, 921 = 
North Carolina......__. 4, 569, 459 | 4, 270, 207 | 1, 366, 974 | : 
North Dakota_.__- 3, 721, 825 | 2, 932, 842 | 158, 749 268, 003 
Tt a 10, 212, 964 | 5, 405, 5&3 | 10, 811, 507 | 529, 656 
Oklahoma... ; 3,810,743 | 2, 279, 587 | 835, 338 | 3 
RR ce eo 4, 956, 758 | 3, 309, 878 1, 086, 937 | 323, 475 
Pennsylvania_-_-.__- 10, 064, 750 | 7, 665, 144 9, 223, 634 966, 894 
Rhode Island____- 1, 180, 957 983, 287 eee hoo bkuseeeeee 
South Carolina_- s 2, 617, 700 2, 701, 826 428, 409 | 251, 621 | 
South Dakota... ---| 3,098, 546 | 2, 675, 258 544, 444 | 306, 415 | 
Tepnessee..........- ...-| 6,150,471 | 3,644, 438 723, 684 | : 
Ree | 13)568;800 | 9,325,500 | 5,829,100 | ‘1, 312, 200 | 
WO ales 3, 170, 292 1, 981, 251 815, 554 1, 306 
Vermont-.-.-- SS annals ee | 1, 136, 884 1, 065, 541 | 428, 664 | 
i || has ‘. 6, 030, 280 3, 858, 370 | 3, 348, 617 | 200, 231 
Washington_________- 2, 929, 698 2, 182, 801 | 1, 839, 229 | 157, 657 
West Virginia... _. 1, 872, 280 1, 576, 710 214, 416 | ‘ests 
MI  , sternas c = 9, 566, 913 | 5, 056, 159 3, 048, 176 a 
ae... + «- 2, 512, 380 | 2, 311, 187 125, 581 | 210, 808 
Hawaii_. Pcie cm 2, 113, 439 1, 114, 822 | Me fn oaabccaebaces 
District of Columbia. _- <a 292, 851 1, 270, 485 | eee 4.5. o3 seuss 
Puerto Rico___.....__.-- omy 778, 426 933, 700 One tes ee 

SS talc oie cae 219, 764,436 | 158,219,027 | 127, 260, 407 10, 759, 137 | 





Total 


$14, 881, 592 
6, 447, 205 

7, 330, 542 
27, 746, 27 
7, 048, 522 

2, 854, Qy 

, 219, 933 
6, SOR, 439 
10, 314, 354 
6, 197, 839 
26, 573, 264 
10, 961, 218 
9, 247, O58 
11, 609, 5 
9, 963, 28 
7, 190, 221 
4, 754, 755 
4, 102, 287 
9, 256, LX 
3 
1 


~ 


13, 707, 373 
11, 989, 783 
10, 780, 200 
17, 582, 165 
6, 349, 113 
5, 514, 431 
4, 833, 924 
2, 323,42 
1, 945, 657 
7, 726, 742 
30, 073, 072 
10, 206, 640 
7, O81, 419 
26, 959, 710 
6, 925, HAS 
9, 677, O48 
27, 920, 422 
2, 694, 274 
5, 999, 556 
6, 624, 663 
10, 518, 4% 
30, 035, 600 
5, 968, 403 
2, 631, 089 
13, 437, 48 
7, 109, 385 
3, 663, 406 
17, 671, 24 
5, 159, 95 
3, 664, 823 
2, 244, 975 
2, 383, 937 








516, 003, 007 
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Exnuisit 6 


Unprogramed balances of postwar Federal-aid highway funds, as of Mar. 1, 1965 




































State Primary Secondary Urban | Interstate Total 

Alabama. . ---------------------- $3, 893, 696 $2, 505, 849 $4, 822, 533 $3, 830, 515 $15, 052, 593 
PANE: ccnnsedeusaucsn ses jaemiee 545, 025 2, 867, 247 732, 430 1, 156, 208 5, 300, 910 
ArkansaS-.---------------------- 4, 076, 259 2, 249, 497 1, 784, 320 2, 911, 722 | 11, 021, 798 
_ ton RS 1, 032, 100 4, 221, 018 2, 879, 906 553, 434 8, 686, 458 
SMES. dckunetenoaenaanibeiace 5, 620, 005 4, 461, 490 1, 731, 662 2, 368, 418 14, 181, 575 
Connecticut... ---------------- = 3, 266, 306 2, 534, 971 8, 517, 379 1, 851, 688 16, 170, 344 
Delaware------------------------ 1, 615, 518 1, 325, 502 387, 682 1, 194, 657 4, 523, 359 
| ee 1, 791, 736 3, 202, 740 2, 758, 248 2, 851, 385 10, 604, 109 
I. oceiiesctatipeupiicsaaags 6, 217, 105 5, 825, 320 2, 459, 277 4, 113, 368 18, 615, 070 
TD, «con ccdeaein nia anbeenahl 814, 770 804, 373 509, 722 1, 734, 315 3, 863, 180 
TRIE. <n. auaectonbentaos Soe 788, 651 8, 846, 023 5, 493, 649 110, 641 15, 238, 964 
UR... canahbacituigbeatheaie 4, 935, 565 6, 173, 892 3, 665, 029 4, 155, 898 18, 930, 384 
Reek i... aessteennicadmesnen 2 1, 332, 584 4, 325, 025 1, 793, 193 4, 000, 564 11, 451, 366 
AE icin cc oawee nic meena aes aims 6, 910, 639 5, 475, 161 1, 064, 430 1, 538, 357 14, 988, 587 
ORAM. aicuncoumsinesinaotnenies 4, 342, 773 4, 552, 657 1, 150, 900 2, 909, 841 12, 956, 171 
SMA. <n. caccawans ees 5, 113, 644 3, 234, 374 1, 711, 544 2, 824, 725 12, 884, 287 
RIG nc. .u ace aen Saas 2, 382, 484 2, 027, 284 1, 278, 350 250, 643 5, 938, 761 
citeteiaihcteaielean tanto 216, 637 - 373, 059 3, 982, 260 32, 100 6, 604, 056 

i seus hancante dalam nace oat 3, 390, 231 1, 517, 265 7, 846, 141 3, 655, 217 16, 408, 854 

SD. anes bade waben’ 7, 022, 256 2, 979, 570 4, 230, 363 2, 523, 221 16, 755, 410 
veneers i ale diosee arena atibeaiia 4, 178, 591 6, 778, 426 3, 772, 296 3, 398, 826 18, 128, 139 
MOE... oncnenpeniaeannaa 1, 425, 339 3, 179, 367 903, 511 1, 380, 125 6, 888, 342 
MUMMIN .. ..,ncakapemeneedcnanton 434, 430 8, 101, 707 5, 763, 047 74, 273 14, 373, 457 
SND... onsutnacadcwenednee 6, 730, 866 5, 504, 162 661, 849 2, 683, 309 15, 580, 186 
NT AABN SF eee he vmetunren 2, 653, 471 3, 806, 843 2, 257, 386 2, 874, 843 11, 592, 543 
NGVGEE, .5 dnc cone eamnontimencads * 3, 500, 834 5, 162, 516 442, 000 1, 442, 249 10, 547, 599 
New Hampshire.............-..- 2, 040, 872 2, 257, 403 253, 861 1, 058, 491 5, 610, 627 
Nait JRINY....... ndwentrecaperstnieatsaed 7, 774, 805 2, 303, 036 8, 144, 970 3, 875, 324 22, 098, 135 
NeW MIGEIOD. .nwssdcnasadeunceone 3, 471, 234 1, 656, 302 531, 357 1, 110, 551 6, 769, 444 
INGE CORR. cn nomaacesintebe wana 10, 046, 258 6, 083, 613 17, 797, 346 11, 977, 923 45, 905, 140 
North CORO tninccnageaencctiqnn 5, 329, 703 4, 690, 297 2, 680, 236 4, 380, 315 17, 080, 551 
ieikts DOME. cc nchastancuns 3, 750, 407 2, 459, 289 530, 030 1, 283, 291 8, 023, 017 
DNA. . oc acannentnhencsanneecal 9, 873, 791 8, 909, 839 3, 957, 083 5, 458, 905 28, 199, 618 
NOUR. oo csinnnctinnetiemaskan 7, 228, 657 7, 355, 155 3, 608, 721 3, 110, 317 21, 302, 850 
RORNE ... asccomaiaieaieennkationabniesbet 3, 519, 279 3, 055, 257 1, 684, 495 1, 087, 736 9, 346, 767 
PURI ITE cntnaccscitesnonmes 3, 662, 142 1, 379, 227 4, 965, 047 9, 134, 669 19, 141, 085 
RNG I cdicaccuncundnemama 1, 128, 560 398, 153 961, 490 1, 074, 610 3, 562, 813 
Botitlt CAPONE aciieccsesannmmen 4, 853, 512 3, 402, 936 2, 112, 762 1, 864, 560 12, 233, 770 
Bietth: DAR: amnaianddnagiinnimnass 2, 136, 036 1, 374, 835 20, 610 2, 054, 856 5, 586, 337 
anne aivicdios oak ahielghotees tanta 3, 297, 181 5, 984, 190 1, 280, 831 4, 281, 243 14, 843, 445 
ws whee chaenlbamamin er tapi eiaaceaineaite 13, 412, 630 15, 114, 237 7, 543, 028 3, 007, 952 39, 077, 847 

EF ORIN: scenic ss cen snalsaigsia Mach aaieaieabicn tp ta 3, 773, 616 151, 081 692, 355 1, 707, 734 6, 324, 786 
VOGEL. cccankebunssieiiawiee 2, 240, 008 1, 003, 495 432, 045 1, 170, 970 4, 846, 518 
VUNOUR nic wineaehomdiaadebaseeek 5, 697, 143 4, 897, 537 3, 335, 407 2, 941,078 16, 871, 165 
FPN UNION OR ish tcsteereeyy daemons 4, 503, 388 2, 354, 002 2, 376, 582 2, 610, 763 11, 844, 735 
West Virginis. . ..c-cccacenccaces 2, 520, 389 6, 279, 241 1, 220, 053 2, 045, 557 12, 065, 240 
Ie WNMEDD 5, os iscin mcier adits GAs acaaanes 4, 403, 739 4, 146, 392 1, 834, 517 3, 939, 418 14, 324, 066 
MYON... cccsuniednedaminmes 1, 206, 659 210, 726 28, 931 411,025 1, 857, 341 
TAWA 0 icra eee se are 1, 744, 776 1, 426, 968 GME Bons 4, 031, 088 
District of Columbia_-.....-..-.. 1, 823, 701 847, 905 1, 750, 818 1,074, 610 5, 497, 034 
og Re I eee 3, 346, 838 3, 367, 942 2, 870, 877 |-------------- 9, 585, 657 


TOA. cicvtedinnaaasiuae 197,016,839 | 195,144,396 | 144,071, 903 127, 082, 440 663, 315, 578 
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Exaisit 7 


- 


i 


Apportionment of Forest highway funds authorized for fiscal year 1966 


State 
Alabama 
Arizona 
Arkansas x le 
California _______-_ 
Colorado _._....- 
jae 
(oonmeee. . . 
Idaho - ats Ee ee 
Illinois - ft 
ao 
lowa._..- 
Kentucky 


eo See 


Maine 


DILeneenn 5 =<. 


Minnesota-_-_-_-_-_-_-_- 
Mississippi - - ‘ 
Missouri _ _ 
BRIN on se es 


Nebraska...._.________ 


Sum apportioned 
$64, 334 

1, 276, 414 
305, 556 

3, 218, 818 


__ 1,611,830 
ve 130, 656 


78, 999 

2, 289, 655 
27, 071 

14, 450 
730 

46, 224 


oe 4 51, 897 
as 8, 425 


240, 995 
; 309, 148 
r 106, 105 


ce 114, 561 


1, 791, 703 


A Se 20, 991 
aw 403, 466 
a a 120, 204 


State 
New Mexico. 


North Carolina 


North Dakota 
Cae fo 3 
Oklahoma 
Orenge £52. . 
Pennsylvania 
South Carolina 
South Dakota. 
Tennessee 
CMe... 
Utah 
Vermont. 
Virginia _-__ 
Washington 
West Virginia_ 
Wisconsin 
Wyoming 
Alaska__-__-_ 
Puerto Rico - 


Total __ 


Sum apportion 
$913, 49° 
137, 8% 


ane : M 


, 130 
, O12 
, 057 
Q5e 
683 
, dol 
, 4) 
, 199 
: 746, 883 
7 39, 640 
P 145, 940 
ote 1, 561, 709 


i 

ad 

~ 

S 

CS mt ee 
OO Orb 


s~JIsI 3-3 01 ¢ 


— 


mam OFTIotw 


meet my taal 88, 737 
a 125, 457 
Agia btie 959, 455 
ctu 3, 


gat eeiae 6, 34 


— .. 22, 500, 00) 








OTtions 


3, 427 
7, 8% 

SM 
2 130 
5, 512 
8, 057 
9, Q5e 
3, 68) 
5, 551 
5, 41 
1, 199 
6, 883 
9, 640 
5, 940 
1, 709 
8, 737 
5, 457 
9, 455 
0, 694 
6, 344 


10, 000 
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hlabeR....ncccpane 
ArigoMG.....csnwee< 
AsiaDGOR ccc ssdiams 
California ea egeced 
Colorado. ae 
Connecticut ----- 
Delaware 
Florida-.-- 

Georgia - - 

Idaho 

Illinois 

Indiana ~ 

lowa 

Kansas 

Kentucky -- 
Louisiana. 

Maine 

Maryland-- 
Massachusetts - . - 
Michigan - - 
Minnesota - 
Mississippi- - - 
Missouri. 

Montana 

Nebraska - . 
Nevada. 

New Hampshire--- 
New Jersey --- 

New Mexico... 

New York_-- 

North Carolina 
North Dakota_-.- 
Ohio 

Oklahoma_-_--- 
Orcgon 
Pennsylvania_ 
Rhode Island 

South Carclina.-_- 
South Dakota_. 
Tennessee __ 
Texas 

Utah 

Vermont 
Virginia 
Washington _. 
West Virginia. __ 
Wiseonsin__. 
Wyoming 
Hawaii___ art eae ey 
District of Columbia __- 
Puerto Rieo_..____ 
Alaska. 


Total 





Exnuisit 8 
Mileage of active forest highway construction projects as of Mar. 1, 19565 
Mileage 
Under con- | Approved for Sala atlas iain 
struction | construction | Prosramed Total 
4.3 5.4 9.7 
16.7 35.3 40. 4 92.4 
7.1 8.0 21.0 36.1 
28. 4 21 39.5 70. 0 
38.7 5.2 13.8 57.7 
15.4 49.6 65. 0 
2.2 8.2 10. 4 
99. 4 sum 4.0 110. 6 
6.6 4.6 11.2 
s 8 
5.6 5.6 
1.8 1.8 
2 9.7 9.9 
6.8 21.5 28.3 
4.2 4 4.6 
28.5 28.5 
39.6 8.6 10.1 58.3 
8.7 8.7 
5.5 5.5 
3.2 3.2 
6.4 6.9 39. 5 52.8 
11.7 17.1 28.8 
107.6 om 2.5 110. 2 
6.4 6.4 
11.8 5.9 17.7 
3. 1 8.7 11.8 
11.5 7.9 19. 4 
14.0 14.0 
23. 7 22.1 45.8 
2.0 2.0 
4.6 14.6 3 19.5 
46. 4 17.1 63. 5 
5.7 5.7 
9.2 6.5 15.7 
a 22.0 31.4 53.4 
15.9 3.1 19.0 
akachiseamae | 574.6 | 145. 5 383.9 1, 104.0 


61922—55——-35 
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Alabama. 
Arizona 
Arkansas --- 
California 
Colorado. 
Connecticut __- 
Delaware 
Florida-__- 
Georgia 
Idaho 
Illinois 
Indiana 
lowa 

Kansas -- 
Kentucky _- 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana... 
Nebraska. -_- 
Nevada... 


New Hampshire. 


New Jersey 


New Mexico__- 


New York. _.- 
North Carolina 
North Dakota 
Ohio 


Oklahoma..__-. 

Oregon ; 893, 040 

Pennsylvania. - 210, 000 

Rhode Island__ 

South Carolina 

South Dakota 203, 844 

Tennessee -. ome 

MOE: owasn noe 

en 900, 483 

Vermont 111, 365 

Virginia_.- ae 95, 000 

Washington 941, 029 

West Virginia 106, 300 

Wisconsin b 112, 700 

Wyoming........ , 840, 044 

Hawaii. -_----- | 

District of Columbia 

Puerto Rico._..--.-- ‘ 

I <abcaktuwiawecs 458, 932 
ee askelwncs -----| 17,374,962 
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Exursit 9 


Status of forest highway funds by States as of Mar. 1, 1955 


| Programed 


State projects 


$62, 444 
1, 403, 577 
271,000 
4, 055, 909 
1, 184, 661 


~ 565, 000 
153, 926 
576, 781 


oe 


1 
45: 


- 


9: 


bo 


=> 


b 


8, 728 


220, 089 

319, 434 

203, 282 

62, 355 

1, 695, 311 

38, 000 

| 857, 516 


11, 450 
704, 156 


~~ 40, 000 





Active 
projects 


$80, 429 
1, 322, 936 
868, 454 
4, 498, 989 
2, 411, 745 


192, 500 
56, 602 
3, 659, 276 
185, 174 


104, 565 
214, 530 


79, 000 
212, 000 
316, 747 
498, 700 

1, 458, 961 
1, 000 

17, 000 

398, 121 


789, 000 


355, 460 


4, 396, 000 
2, 158 
145, 000 
, 47 


907, 743 


_ 


, 972, 000 


"206, 517 
1, 069, 691 


2, 093, 502 


290, 075. 


29, 487, 022 


7,600 | 


Total 


$142, 


873 


2, 726, 513 
1, 139, 454 
8, 554, 898 
3, 596, 406 


ww 


500 
, 528 
3, 057 
5, 174 
154 
5, 452 


565 
530 
, 728 


029 


39, 000 
874, 516 | 
409, 571 | 


“1, 493, 156 


2, 552, 


“5, 289, 040 
210, 000 


122, 158 
348, 844 
445, 547 
117, 600 
1, 808, 226 
111, 365 


385 
913 
106 
319 


to 


46, 861 


1 Includes $15,900,000 of unappropriated 1954 fiscal year funds proposed for rescission. 


, 300 
, 217 


1, 909, 735 | 


075 
029 


, 434 


, 984 


089 | 
, 434 


O55 | 
, 154, 272 | 


000 | 


460 | 


Unpro- 
gramed 
balance 


$65, 15 


oli, 
218, 
688, 


217, 


214, 


fo, 


80), 


297 


to 


28 


151, 


316.5 





aci, 


953 
932 


5146 


2, HRS 


198 
y dae 


670, 423 


415, 837 


15, 
54, 
3, 702, 


90, 


52, 
180, 
109, 

91, 
546, 

” 


261, 
1, 903, 
188, 
120, 
703, 


58, 


2, 463, 


ij 


768 
019 
44 
731 
573 


120 
Sl4 
923 
634 
484 
576 
675 
139 
725 
Ys 
583 


, 980 
, B52 











352 


M41 
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Exuisit 10 


Status of fiscal year 1955 and subsequent fiscal years public lands highway projects 
as of Apr. 1, 1955 


Total allocated 


State Project Location 


Allocated, Pro- Under 
Total not pro- | gramed con- 
gramed only struction 
{rizona_.--- FLH-19 (3)_..; On the Phoenix-Payson $310, 479 $310, 479 


Highway from junction 
with Ft. McDowell Road 
west of Verde River north- 
east to east boundary of 
Ft. McDowell Indian 
Reservation. 
FLH-19 (4)_-., On the Phoenix-Payson 169, 000 $169, 000 
Highway from 5 miles 
northeast of Mesa to Ft. 
McDowell Indian Reser- 
vation. 
F LH-20 (1)__.. On U.S. 91, between Mes- 5, 999 5, 999 

quite, Nev., and St. 
George, Utah, Virgin 
River Survey. 

California _-.. FLH-10 (6)__.| On U. S. 93, and S. R. 73, 190, 000 190, 000 
from a point 9.9 miles 
north of Secret Valley toa 
point 1.3 miles southeast 
of Ravendale. 

Colorado F LH-8 (1)_- On U. S. 666, and S. H. 106, 200, 000 200, 000 
southerly from a point 10 
miles south of Cortez. 


Nevada.-_-. F LH-22 (2)__._| On U. 8S. 93, from a point 9 400, 000 : 400, 000 
miles to a point 6 miles 
southwest of Mesquite. 
New Mexico... FLH-10 (2)_-.| On U. S. 260, from Pleason- 263, 000 263, 000 
ton, southerly 4.9 miles. 
FLH-12 (1)__.; On U. 8. 666, between the 199, 472 a 199, 472 


south boundary of the Na- 
vaho Reservation and a 
point 4 miles north. 
Oklahoma....| FLH-9 (1) _- On U. 8S. 271, in the Oua- 125,000 $125, 000 
chita National Forest 
south of Summerfield. 
Oregon. ......| FLH-3 (14)...| On U. S. 95, from 7 miles to 200, 000 ' 200, 000 
17 miles north of the 
Nevada-Oregon State line. 
Wyoming -- FLH-12 (1)...| On U. 8S. 20, in Wind River 300, 000 3 300, 000 
Canyon between Shoshoni 
and Thermopolis. 


Total__- 2, 362, 950 125, 000 169, 000 | 2, 068, 950 


Note.—Of the $4,500,000 authorized, a balance of $2,137,050 is unallocated. 


INTER-AMERICAN HIGHWAY 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


a a ; pe ag 7 | | Zi 
| 1954 actual | 1955 estimate | 1956 estimate 








Appropriation We I si ds. 2 sas iad $1, 000, 000 $5, 750, 000 | $5, 750, 000 
\nobligated balance brought forward_____..........-_----.--- 1, 293, 135 | 429, 341 | 
‘elmbursements from non-Federal sources... _--- 1, 391 
‘elmDursements from other accounts. -- 15, 314 
.., lotal available for obligation____._______- 2, 309, 840 6, 179, 341 5, 750, 000 
ligated balance carried forward. ___......__-- —429, 341 
Obligations incurred ____..._...------ ; é 1, 880, 499 6, 179, 341 5, 750, 000 


_N Té.— Reimbursements from non-Federal sources above are derived from the proceeds of sale of personal 
perty (40 U. S. C. 481 (e)). 
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Coneenene by activities 

























| 1954 actual | 1955 estimate | 1956 estimay 











1. Oe, ihe ns et sea aa | $1, 733,655 | $5,929,341 | $5, 500,04 
2. Administration and engineering__ bh dna. ace wa ie nets ‘ 146, 844 | 250, 000 | 250, (ie 1 


EIS CARINE oi aes dckn ccs dnicncdcencnas cee 1, 880, 499 6, 179, 341 5, 750, 1" 


Conary: by objects 

















Object classification | 1954 actual | 1955 estimate | 1956 estimgy: 
Total number of permanent positions._____.__..._..--..---.-- 45 | 55 
Full-time equivalent of all other positions__.-.______....------| 211 25 | x l 
Average number of all employees... - catdemte amet 251 | 70 fi 2 
Number of employees at end of year-- waned cae ee eekee } 73 | 80 § 
Average salaries and grades: | 
General schedule grades: . 
Average salary___- , . 2 $5, 376 $5, 618 | $5, 673 
Average grade____ ‘ ° onan GS-8.2 GS-8.6 | GS-84 
01 Personal services: 
Permanent positions... _-_- : ee ee $206, 586 $254, 000 | $257, 50 
Positions other than permanent.. sat ia easier 258, 059 77,000 | 73, 50 
Regular pay in excess of 52-week base.__.______._____- 795 1, 000 1,0 
Payment above basic rates_._. ath aa sain al 57, 867 78, 000 78, OO 
a EE T 
Sees COUNIIIIED OI i oss nv stun RE nae dene pan 523, 307 410, 000 | 410, 000 I 
02 Travel___- Sebiea Gata wee coe ao 25, 523 44, 000 44, OO A 
03 Transportation OR So Se pre ee eee 93, 114 55, 000 55, 00 N 
04 Communication services__......-.. + ao Se ean as tel 3, 491 5, 000 5, OW 
ee =D. eee 12, 355 19, 000 19, 00 0) 
Oe Dees Ole SOOIONIONT Si... wos ence nccccuncceuccaees 758 4, 000 4, 00 
07 Other contractual services. ___._.__- pS ac cite tie tems 7,7 8, 000 8, 00 
08 Supplies and materials_............. ; sida cie ae e m 782, 226 609, 000 609, (0 
09 Equipment-_--_-____ ssh nila eo ta ume is eae 322, 658 110, 000 110, 0 
il Grants, subsidies, and contributions.....____..___..._--__. 1, 733, 655 5, 929, 341 5, 500, 00 
15 Taxes and assessments.______- eas aniak stint ete 1,194 2, 000 2, 
| oe -- 0 
Subtotal__.....___ 3, 506, 061 7, 195, 341 | 6, 766, 0 0 
Deduct portion of foregoing obligations originally charged to 0) 
PE EE ia hes occas odsu nee ee 1, 625, 562 | 1, 016, 000 1, 016, OO 0 
—_—_——_—_————o—o—o—ororr* | 
ODUNRRURINS SOE no esd aetewaneneleeaee 1, 880, 499 | 6, 179, 341 | 5, 750, OW 0 
1 





Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 
| 








Obligated balance brought forward. ___..____- 








} 
ee el Se) 
| $3, 261,627 | $2, 402, 634 $4, 000, 
Obligations incurred during the year_.___- 1, 880, 499 6, 179, 341 5, 730, 0M 
5,142,126 | 8, 581, 975 | 9, 70,0 
Reimbursements. - - | —16, 705 he 
Obligated balance carried forward_ —2, 402, 634 | —4, 000, 000 | |  —4, 000, 0% | 
otal comple sic sets ew kde terewencwoesn | 2, 722, 787 | 4,581, 975 __ 4, 581, 975 5, 750, 0 0 


Expenditures are distributed as follows: | 


Out of current authorizations. _.-_--..-...---- paloma poniie \ 2. 722. 787 { 1, 750, 000 1, 750 ee 
Out.of prior eRthOrNR 695 oo oni cnn snneesee-s=e sites 2, 831, 975 4, 000," ; 
( 

Ue 











000), On 
50), Oe 


50, 0 


Imate 


$5, 68 
1S-84 


57, 0) 
73, 5 
1, 
78, OO 
10, 0 
4400) 
55, 00 
5, 00 
19, OO 
4,00 
8, 000 
09, 000 
10, 00 
D0), 00! 
2 


66, (00 


16, 00 


50, O00 


imate 


0), (0 
5), (0 


5), O00 


(M), O00 


50), 0 


— 


50, O00 
00, 00 


— 
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Amounts available for obligation 


— | Difference 


| 
! 
| 
Unobligated balance carried forward —1, 291, 000 











| 
| } 
Appropria ition or estimate $5, 750, 000 $74, 980, 000 | +$69, 230, 000 
—1, 291, 000 
Obligations incurred ae : 5, 750, 000 73, 689, 000 | +67, 939, 000 
| ' 
Obligations by activities 
| 
y | Revised in 
| In budget | estimate Difference 
1. Construction... ....---- ___| $5, 500,000 | $73,044,000 | +$67, 544, 000 
2, Administration and engineering , 250, 000 645, 000 +395, 000 
Obligations incurred _- 3 | 5, 750, 000 73, 689, 000° +67, 939, 000 
| | 
Obligations by objects 
Object classification In budget Revised Difference 
| estimate 
Total number of permanent positions 55 105 | +50 
Full-time equivalent of all other positions 23 40 $17 
Average number of all employees 68 | 125 +57 
Number of employees at end of year 85 | 145 +60 
01 Personal services: 
Permanent positions $257, 500 $450, 000 | +$192, 500 
Positions other than permanent 73, 500 128, 000 | +54, 500 
Regular pay in excess of 52-week base 1, 000 2, 000 +1, 000 
Payment above basic rates_- 78, 000 150, 000 +72, 000 
Total personal services. 410, 000 730, 000 | +320. 000 
02. Travel 44, 000 130, 000 | +86, 000 
(8 Transportation of things 55, 000 | 130, 000 | +75, 000 
(4 Communication services _- 5, 000 15, 000 +10, 000 
05 Rents and utility services. _ 19, 000 | 25, 000 | +6, 000 
06 Printing and reproduction 4, 000 | 23, 000 | +19, 000 
07 Other contractual services 8, 000 | 22, 000 | +14, 000 
08 Supplies and materials__- 609, 000 1, 015, 000 | +406, 000 
09 Equipme nt 2 ‘ 110, 000 | 155, 000 +45, 000 
il Grants, subsidies, and contributions ; 5, 500, 000 73, 044, 000 +67, 544, 000 
15 Taxes and assessments pacar . 2, 000 3, 000 +1, 000 
Subtotal 6, 766, 000 | 75, 292,000 | +68, 526, 000 
Der duet portion of { foregoing obligations ne charged to | 
object class 11... ._- 4 noid se 1, 016, 000 | 1, 603, 000 — 587, 000 
Obligations incurred _ - i 5, 750, 000 73, 689, 000 | +67, 939, 000 


Mr. Preston. am order to accommodate some witnesses ian an- 
other department, we will take up first the Inter-American Highway. 
This appears on page 130 of the committee print and 1047, revised, 
of the justifications. 

Please insert at this point the budget submission of the revised 
estimate contained in House Document 126, together with page 1047, 
revised, of the justifications. 

(The matter referred to is as follows:) 
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Bureau of Public Roads 











Budget Original 
page Heading estimate Change to— Increase 
480 | Inter-American Highway-.--.....-...---..----------- $5, 750,000 | $74, 980, 000 $69, 230, o 


(Delete the paragraph under this head and insert 
in lieu thereof the following:) 

Inter-American Highway: For necessary expenses 
of continuing the survey and construction of the 
Inter-American Highway, including purchase of five 
passenger motor vehicles, [in accordance with the 
provisions of the Act of December 26, 1941 (55 Stat. 
860), as amended by section 6 of the Federal-Aid 
Highway Act of 1952 (66 Stat. 158), $1,000,000] 
$74,980,000, to remain available until expended: 
| Provided, That {no part of this appropriation shall 
| be allocated for expenditures in a particular country 
except with the approval of the President and a 
report to the Appropriations Committees of the | 
House and Senate] this appropriation shall be avail- | 
| able only to the extent that it is within the limits of the | 
amounts now authorized, or hereafter authorized by any 
law enacted during the first session of the Eighty-fourth | 
| Congress, to be appropriated. 





This proposed increase in the 1956 budget of $69,230,000 for the Inter-American 
Highway is to provide for completion of the highway within a period of 3 vear, 
In the President’s letters of March 31 to the Vice President and the Speaker of 
the House he pointed out the substantial benefits which will accrue to this country 
and the Central American countries by the early completion of this important 
highway. A proposed amendment to the Federal-Aid Highway Act of 1954 to 
make necessary increases in the appropriation authorizations for the Inter 
American Highway is being transmitted to the Congress by the Secretary of 
Commerce. 

INTER-AMERICAN HIGHWAY 


Summary of requirements 


Appropriation, 1955______ ~~ pid setae eadtkL Coen eee 
Deduct nonrecurring items_____- wae ee Ce ee 
meee. rer 4900... pie Dare, 2.5887 7338 () 
Requirements for 1956_ _- ; me os _....--. 74, 980, 000 
Total estimate of appropriation, 1956________- s-w.--., ROW 


JUSTIFICATION OF ESTIMATE FOR INTER-AMERICAN HIGHWAY 


Mr. Preston. I think we will also insert pages 1, 3, and 5 of the 
revised justifications. 
(The pages referred to are as follows:) 


Inter-American Highway 


Prenenit entiobate. 1066 tient gi bcs os os end ia ddd Jawan, woe ws $5, 750, 000 
Estimated obligations, fiscal year 1956_..........--.------------ 74, 980, 000 
Estimated additional amount required -__........--------------- 69, 230, 000 
Revised budget estimate, fiscal year 1956_____.___._-__----------- 74, 980, 000 


Request: $74,980,000 to remain available until expended. 
Needed: July 1, 1955. 


i. 
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PURPOSE AND NEED FOR REVISED ESTIMATE 


To provide funds required for completion of the Inter-American Highway 
within 3 years. It is estimated funds in the amount of $74,980,000 will be needed 
to accomplish this program; therefore, the original budget estimate of $5,750,000 
for the fiscal year 1956 is revised to provide for an additional amount of 
$69,230,000. 

JUSTIFICATION 


In letters dated March 31, 1955, the President of the United States advised the 
Vice President and the Speaker of the House that he planned to transmit to the 
Congress in the near future the necessary budget request to permit the completion 
of the Inter-American Highway within the next 3 years 

In the identical letters, the President stated in part: 

“The early completion of the Inter-American Highway in close cooperation 

with the affected countries is a clearly established objective of United States 
voliey.”’ 
‘Although this project has been under construction sporadically since 1934 
and the Congress has appropriated funds in the amount of $53,723,000 to date 
for its completion, the incompleted state of the project prevents realization of 
maximum benefits. 

‘Recently I have sought the advice of interested agencies of the Government, 
and I am econvineed that for economic and political reasons now is the appropri- 
ate time to speed completion of the Inter-American Highway. I believe this 
would be the most significant single action which the United States can take in 
Central America and Panama to bring about the most mutually advantageous 
results.” 

To implement the President’s recommendation it is necessary to request 
amendment of the regular 1956 budget estimate for the Inter-American Highway. 
The original estimate was in the amount of $5,750,000 to provide for continu- 
ation of the survey and construction of the Inter-American Highway at the same 
level as approved for the fiscal year 1955. An increase in the amount of 
$69,230,000 is now requested which amends the total amount requested for the 
1956 fiscal year to $74,980,000. 

The Federal-Aid Highway Acts of 1950, 1952, and 1954 authorized appropri- 
ation of $64,000,000 for the Inter-American Highway. Funds actually appro- 
priated against these authorizations have totaled $14,750,000 leaving an unfi- 
nanced balance of $49,250,000. The statement on the following page reflects 
the current status of authorizations and appropriations. 

In order to accelerate the highway work sufficiently to permit its completion 
within the next three years an additional authorization of $25,730,000 is also 
required. A bill has been presented to the Congress to provide for the required 
increase. 

In support of the proposal that the completion of the Inter-American Highway 
be expedited to the maximum possible extent, the Secretary of State addressed a 
letter to the Secretary of Commerce, dated April 1, 1955, expressing the views of 
his Department concerning the justification and importance of the program to 
United States foreign policy. 
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STATEMENT OF L. S. ROTHSCHILD, UNDERSECRETARY OF COMMER¢; 
FOR TRANSPORTATION 


Mr. Preston. Mr. Rothschild, do vou wish to speak to this item? 

Mr. Roruscuitp. If I may, sir. Mr. Chairman, in my statemen; 
to the committee last week I touched upon the importance of over. 
coming major highway deficiencies through a program of coordinate) 
action by Federal, State, and local governments. Such a progran 
has already been placed before the Congress in the form of proposed 
legislation for a long-term action program. I do not think we cay 
overstress the importance of such a program to our economy, to high- 
way safety, and to the general defense of our country. 

In my previous statement, I also referred to the proposed program 
that the President has made to the Congress for accelerated completion 
of the Inter-American Highway, a project of great international 
importance which has progressed rather sporadically since its incep- 
tion in 1934. 

There is included in the Bureau of Public Roads estimate for 1954 
funds to accomplish completion in 3 years of an all-weather road 
which will reach Mexico to Panama. The Commissioner of Public 
Roads and the Assistant Secretary of State will discuss this item ip 
greater detail. I should like to stress both Commerce and State have 
worked in close cooperation in developing these estimates. The 
Secretary of Commerce has asked that I convey to you his enthusiastic 
support of the project. 

We believe that the early completion of this highway will be of 
great value in the economic development of the countries involved. 
With a main highway, feeder roads may be developed so as to facilitate 
the movement of products to market. Movement of tourists over 
the highway will help to enhance cultural and trade relations not 
only between these countries, but also between them and the United 
States. It will be possible to open new land to cultivation and the 
development of industry will be encouraged. It is believed that 
these countries would eventually have greater economic stability 
through wider diversification of economic activity. In addition, a 
important element is their economic development through foreign 
exchange earnings. And, it is believed that a great contribution 
would be made to the common defense of the Western Hemisphere. 

Since representatives of the Bureau of Public Roads and the State 
Department will touch upon these and other aspects of this important 
program, I will conclude my statement unless there are questions 
from the committee. 

That is all I have to say, unless you have some questions. 

Mr. Preston. We have with us this morning Mr. Holland, Assistant 
Secretary of State, who wishes to make some comment. 


STATEMENT OF HENRY F. HOLLAND, ASSISTANT SECRETARY OF STATE 
FOR INTER-AMERICAN AFFAIRS 


Mr. Hotuanp. I would like to if I may. I have a written state- 
ment, which, if it is satisfactory to the committee, I can file, and 
then I would like to make some extemporaneous remarks. 

Mr. Preston. Your statement will be filed in the record at this 
point. 

(The statement referred to is as follows:) 
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| am pleased to have an opportunity to appear before vour committee in sup- 
port of the Department of Commerce request for authorization and appropria- 
tions With which to complete the Inter-American Highway within the next 3 
vears. 

’ The Secretary of State on April 1, 1955, addressed a letter to Secretary of 
Commerce Weeks in which he expressed full support toward the accelerated 
highway program. He stated it was his opinion that ‘“‘the most effective, and 
immediate contribution which this Government can make toward the establish- 
ment of strong, self-reliant, and durable economies in the Central American 
Republies is to cooperate in the early completion of the Inter-American Highway.”’ 

Completion of the highway has long been a clearly established objective of 
United States policy and the Congress to date has supported the program with 
appropriations amounting to almost $54 million. For many vears the United 
States together with its Central American neighbors has been cooperating in the 
construction of the Inter-American Highway. However, the road is still un- 
finished and unless its completion is accelerated, it will be many vears before 
traffic can make its way over a passable route from the United States to the 
Canal Zone. If we are to obtain maximum returns from our contribution and 
are to share with those countries the beneficial results of economic and political 
stability, the Inter-American Highway should be completed within the next 3 
vears. 

’ The countries themselves are ready and willing to contribute their share toward 
an accelerated program: 

Panama has informed us it can and will contribute its share of the costs. 

Costa Rica reports it will enthusiastically provide any amount necessary. it 
may require a loan. 

Nicaragua is most willing to finance its part. 

Honduras is agreeable to concluding a standard cooperative agreement with 
the United States and contribute its share of the road cost. 

Guatemala is anxious to make substantial contributions, but because of 
extremely bad fiscal situation will require a loan in order to meet the usual one- 
third contribution. 

As regards loans to Guatemala and possibly Costa Riea, the Export-Import 
Bank has indicated it would consider sympathetically requests from these countries 
for Inter-American Highway loans. 

Among the benefits which will result from completion of the Inter-American 
Highway within the next 3 years are the following: 

1. Political stabihty.—The political stability resulting from early completion 
of the highway would increase the growing influence which these Central American 
countries and the other Republics of this hemisphere are now exerting in world 
affairs. This stability would strengthen them against internal violence and 
outside aggression. The political strength of our neighbors to the south is 
essential to the free world today. 

2. Economic development.—It is for our own benefit, as well as for theirs, that 
we encourage these countries to attain the greatest degree of economic develop- 
ment. Surface transportation is one of the main factors retarding economic 
development in the area. With completion of the Inter-American Highway will 
come feeder roads and the opening of undeveloped lands. [ am confident that 
opening the entire length of the Inter-American Highway to all-weather traffic 
will stimulate economic growth in the area and enlarge opportunities for free 
trade and new markets. Internal development would result and essential trade 
relations between the neighboring countries would be stimulated. 

3. Increased trade.—As markets for our exports and as suppliers of our imports, 
the United States has great ties with the countries through which the Inter- 
American Highway passes. All but a fractional portion of the vehicles used in the 
area are of United States manufacture. Since the highway vas started, annual 
exports from the United States to this area have increased many times. It is 
evident that a partially completed route has been beneficial to United States 
industry and export trade. A fully completed Inter-American Highway would 
give even greater impetus to our trade relations. 

1. Increased tourism.—Tourists from the United States are now spending nearly 
4 billion dollars a year in the Caribbean area. A large and continuous flow of 
United States tourists over the Inter-American Highway would be an important 
clement in the commerce of these countries which have so many places of interest 
and natural beauty. 

_ The highway will be a means of travel of an increased number of Central Amer- 
lcans to the United States. The importance of strong cultural and spiritual ties 
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which would result cannot be exaggerated. The expenditures by these visitoy 
will be advantageous to American commerce ana industry. 

5. Strategic benefits —A great number of strategic materials which the United 
States requires in the defense of a free world are obtained from the area to }» 
served by this highway. Many of these countries are cooperating with the 
United States in hemisphere defense for which purpose strategic sites have beep 
developed ; the highway would link these points and would be an auxiliary route 
in the transport of strategic materials. 

I do not wish to single out any one purpose for which the road should be built 
or any one country which will receive special benefits from completion of the 
Inter-American Highway because this is a cooperative program which will bring 
many positive results to the whole Central American area. However, a completed 
Inter-American Highway will result in a more forceful hemisphere stand agains 
communism and will give individual countries strength to also resist this menace, 

You are aware that international communism, which recently dominated the 
Government of Guatemala for 10 years, was endangering the peace of the Americas 
by attempting to extend communistic colonization to this hemisphere. The 
Government of Guatemala was on the verge of becoming an evil and woeful 
Communist puppet. Economic progress was stifled, the treasury depleted and 
Guatemala’s relations with the countries of the free world were at a low ebb 
These were 10 years of neglected promises for the Guatemalan people who, only 
last year, were able to overthrow the Communist regime and make Guatemala 
living monument to the defeat of communism. 

What happened in Guatemala could be repeated in the other American Repub- 
lies for we know that the Communists wait for any sign of weakness in Guatemals 
or elsewhere in the hemisphere through which they might regain or extend their 
political control. 

The United States has pledged itself not only to political opposition to commu- 
nism, but also it has pledged itself to help improve conditions in areas which might 
afford communism an opportunity to spread throughout the hemisphere. There- 
fore, we must, for own own benefit, as well as for theirs, cooperate with the Central 
American countries to see that they become economically, politically, and socially 
stable and add their strength to the free nations of the world. The Department 
of State believes the most significant single action which the United States could 
take to bring about this desired stability would be to complete the Inter-American 
Highway within the next 3 years. 

Mr. Hotianp. As you know, this highway, as projected, extends 
from our border with Mexico, 3,200 miles south through 7 countries 
to the Panama Canal; 1,600 miles of the highway is in Mexico and 
1,600 miles of the highway is in the other 6 countries intervening. 

As you have just heard, the completion of this rary has for 4 
long time, more than 20 years, been an objective of the foreign policy 
of the United States. 

The first appropriation was made, I think, in 1934, and we made ow 
first really substantial appropriation for this purpose in 1941. 

The President’s proposal is now to complete the highway in 3 years 
and to make it a real highway, a 20-foot, 2-lane highway meetilg 
standards for good highways here in the United States, the kind o/ 
highway that the American tourist is willing to travel. He will just 
not go that distance on a dusty road, but he will go when there is 8 
good highway. BoA. & 

The program we have been following contemplates a contribution 
of two-thirds of the cost of this highway by ourselves and one-third by 
each of the interested countries for the cost of the portion of the 
highway which traverses that country. 

At the rate that our appropriations have been made, it has bee! 
variously estimated that it would take from 15 to 20 years to finish 
the highway. In Texas, as we say, that is ‘“‘a poor boy way” of finishing 
the highway because your units of cost are substantially exaggerated 
because you work slowly, and you do not do the job in big chunks 
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which reduces the unit cost. It is an expensive way of finishing the 
highway, and it is one that causes a portion of the highway to need 
reconstruction by the time you get the other portions finished, 

We feel, on the other hand, that by far the most economical and 
efficient way to finish the highway is to finish it as we would if we were 
building such a highway here in the United States, and that is, within 
a reasonably short period from an engineering point of view, and I am 
advised that 3 years meets those specifications. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Hotuanp. If you want me to get back on the record, there are 
some things that are greatly to our interest that will result if this 
program is undertaken, — TO 

My figures are not going to be accurate, but the figures I will give 

vou will be fairly exact. 
' Before the completed portion of the highway in Nicaragua was 
finished, there was a certain number of tractors. I do not recall the 
number. But I do recall that after the highway opened up there was 
an increase from 6 to 1,200 in the number of tractors—and they are 
all tractors manufactured in the United States. The number of 
American-made automobiles and trucks also increased, not by 600 
percent, but by a startling amount. 

When this highway goes through any one of these countries for 
the first time, it really becomes economical and practical to buy a lot 
of United States made automobiles and trucks and tractors and things 
of that nature, and along with that go tires and parts and lubricants. 
It means a very substantial market, a new market, for many of our 
products whenever a section of this highway is completed. The 
benefits to our foreign trade, to our export trade, of completing the 
highway are, in my judgment, of real importance. The benefits to 
the trade between these two countries is very important because they 
for the first time become able, economically, to exchange their own 
goods. It exerts a very positive and valuable effect on the stability 
of their own economies which has to be and is a major objective of 
our foreign policy. 

Mr. Preston. Do you think that it will stimulate American capital 
invested in the countries? 

Mr. Houtuanp. I do not believe there will be any question about it, 
because it gives access to areas where opportunities for investment 
now exist but where you will not exploit them, or take advantage of 
them because you cannot get to them. 

Another factor that has been mentioned, but which I would like to 

refer to again briefly, is the tourist trade. 
_ You know, the United States tourists spend $1 billion a year today 
in the Caribbean area. The income from tourism is the largest single 
dollar source of income in Mexico. Mexico derives more dollars from 
our tourists than she does from the oil industry, the mining industry, 
or any other industry that she has. I believe, if my memory does not 
trick me, they got $240 million from the tourist trade last year. 

If this highway extends on down into these other countries, that 
desperate need, dollar sources of income—and we would like to have 
them have it on an economic private-enterprise basis—will partly 
be met. And tourism will become an important source of dollars 
throughout the area if this highway is completed. 
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The military significance of this highway should not be overlooked 
During the past war we spent an enormous amount of money, while 
the shipping situation was so desperate, trying to complete a highway 
to the canal. The shipping situation loosened up when we controlled 
the submarine problem and that highway effort was abandoned. The 
effort to complete it-on a crash and military basis was abandoned. 
But if we get back into another war, it may well be we would be back 
in there again with that uneconomic sort of approach to complete the 
highway, whereas if we go ahead with this program that great mili. 
tary asset will be there awaiting us. 

Mr. Horan. We have the Rama Road in the State Department 
appropriation. What was the justification for that? 

Mr. Hotianp. That is not involved in this: 

Mr. Horan. It is a feeder road to this. What was the justification 
for that? Was that defense? 

Mr. Preston. That is right. 

Mr. Houianp. Those are, in my judgment, the principal factor 
that make it very much in the interest of the United States. I believe 
that I can say with great sincerity that this highway should be 
completed. We think that this program should be accelerated to a 
3-year period so that these very real political, social, and economic 
benefits and military benefits will be available to us within this 
period of time rather than over a period of 15 to 20 years, as might 
otherwise be the case. 

I might add, too, sir, it has been my conviction—and I have not been 
with the Government too long, I have been here 14 months—since 
I was apprised of the fact here, and I would say that that was 3 or4 
months after I reached Washington, that a program of this character 
would be an exceedingly sound thing. I do not believe that in this 
kind of expenditure you can make a more useful use of a dollar than 
we can by completing this highway. 

Mr. Preston. We are going to hear from Mr. Curtiss on costs, 
but at this moment are there any questions of the Secretary? If not, 
thank you, Mr. Secretary. 

Mr. Houuanp. I appreciate the opportunity to appear before you 
and thank you for your consideration. 

Mr. Preston. The supplemental request contained in House 
Document 126 is $69,230,000 which added to the request contained in 
the justifications and in the committee print of $5,750,000, makes a 
total of $74,980,000 for the Inter-American Highway. 

Mr. Curtiss, we are glad to have you with us this morning, and we 
would like to have you comment on the cost aspects of this program 
in general. 

Mr. Curtiss. I would like to say, first, the Bureau of Public Roads 
is prepared to initiate the accelerated program promptly if the Con- 
gress sees fit to provide the additional funds. 

Mr. Turner, who is in charge of the Inter-American Highway work 
for the Bureau, is with me, and is familiar in detail with the estimates 
and is prepared to answer any questions that the committee members 
may care to ask. 

Mr. Preston. We will hear from Mr. Turner at this point. 
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REASON FOR INCREASE IN COSTS 


Mr. TurNER. Mr. Chairman, one of the reasons for the cost increase 
is the general rise in the cost of construction in this country. The 
pattern of costs in Central America follows very closely the pattern of 
costs In our country. 

Since we made this estimate in 1949 the average increase in our unit 
costs of construction in this country has been about 10 percent. That 
same increase would be reflected in the 1949 estimates for work we 
would now do in the Central American countries. 

In Central America there has been since the time we made these 
estimates a very large increase in the labor rates paid to the local 
citizens of those countries, 

In Guatemala, for example, from 1950 to 1955 there has been a 35 
percent increase in the basic wage rates. 

In Nicaragua, 57 percent. In Costa Rica, 74 percent. But in 
addition to these basic wage rate increases, there has been the enact- 
ment of fringe benefits labor laws in every one of these countries. 
For example, in Guatemala the labor fringe benefit laws that have 
been passed in the last few years add approximately 38 percent to the 
final cost of labor over and above the basic wage rates that I have just 
mentioned. 

Putting them all together, the effective increase in the cost of laber 
in those countries is about 100 percent over the 1949 rates. 

The labor component of the cost of construction of the project is 
about 30 percent of the total. If that 30 percent of the total cost of 
the project had been increased of itself by 100 percent, that would 
give you a net 30 percent increase in the final cost of the project be- 
cause your increase in labor has been added on top of the total cost of 
the project. 

The equipment component of the cost of the project is about 40 
percent of the total cost. We estimate there will be some increase in 
the amount of equipment that will be required to complete the job in 
3 years. The reason for that is that in order to do the job im 3 years 
instead of 6 years, as we had planned, much of the first year in any 
event would be utilized in planning, letting of contracts, contractor 
move-ins, and things of that type, so that in a 3-year program we 
actually have only 2 years in which to really build the road. In a 
b-year program we would have 5 years of construction time, so what 
we are proposing is to actually cut our construction time by more than 
half. To do that will mean we must put a good many more machines 
on the job than we otherwise would do. That will increase our trans- 
portation costs of getting equipment to the job, so that we have 
estimated that there will be some increase in ths at component of our 
construction cost. 

We have estimated about 25 percent increase for that item. 

The materials and supplies we estimate will cost about the same, 
although there may be some increase in the cost of those because of 
the need for rush orders for supplies and equipment repair parts and 
things of that nature to keep the job going on this accelerated schedule, 
and we have 10 percent Ai des in our estimate for that element. 

For the overhead and contractor profit and things of that nature 
we have assumed no increase. 
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In summary, we feel that our estimate of 1949, made at the time oy 
the basis of a completed job in 7 or 8 years, would now have to be 
increased from 20 to 30 percent over the figure that we had at that tim 
in order to do the job within the 3-year period that the State Depart. 
ment now proposes. 

Mr. Preston. That is an interesting comment that you just made. 
We have been told all along we could get this job done cheaper if we 
appropriated more money and got it done at a more rapid rate. 

Mr. Turner. That is correct; there is an optimum rate at which 
we can work. That optimum rate would be about 6 years. To doit 
in a shorter period of time, in 3 years, as proposed, will take some 
increase in cost. 

Mr. Preston.. It seems to me, Mr. Turner; if you invite bids from 
a large enough number of contractors, they could do a job of this size 
on a normal rate basis rather than a crash basis in 2 years. If you 
are going to put a lot of small contractors in there that may not have 
the know-how that the large contractors do, you may have this 
accelerated cost. What is your plan about that? Do you plan to 
break this down into a number of projects and accept bids on each 
project? 

Mr. Turner. Yes. 

Mr. Preston. How many projects? 

Mr. Turner. We do not know the exact number of projects because 
that will depend upon the season of the year when we actually begin 
the work. But the plan would be to do just exactly what you have 
suggested; have large contracts which would be inviting to American 
contractors. There are not sufficient local contractors in any of these 
countries to do this job. It will mean that American contractors will 
have to go to these countries to do the job. In doing that they will 
have to carry with them considerable numbers of their own super- 
visory American personnel, some equipment operators in the skilled 
categories, and that of itself will increase the cost to some extent. 
We will utilize local contractors, local employees, to the maximum 
extent possible in order to provide payments in those countries to 
local people, and likewise to do the job as cheaply as possible. 

Putting in large contracts will reduce the costs over what they 
would be if we had small half million dollar contracts, say. You are 
correct about that. That is exactly the way we expect to do it. 

Mr. Bow. Before you leave that, I am confused about this now. 
Do I understand the accelerated program is going to cost us approxi 
mately 20 percent more than if we went on the old method of 6 years 
to complete this highway? 

We have been told in the past, as I recall, Mr. Chairman, that we 
have had additional costs because they were running out of money. 

Mr. Turner. You are correct. As I say, there is an optimum 
rate at which we can proceed with the maximum of efficiency. The 
low rate at which we have proceeded in the past is below the optimum 
rate. 

Therefore, our overhead and first costs have taken a considerable 
portion of the total available funds, so that it has cost us more in the 
past 2 years because of the small appropriations we have had. 

Likewise there are optimum rates and beyond that point we may 
pay a premium. 
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We have felt that to do it in the 2 years of construction time that 
will be available to us will result in a small increase in the unit cost 
over what we have estimated in 1949, but of the total increase, a part 
is not due to acceleration. As I say, a part of it is due to the fact that 
there has been an increase in costs all along the line since 1949. 

Mr. Bow. Will you break that down for us, to show the difference 
between the accelerated cost and the actual increase in overall costs 
of labor and materials, so that we can see just what percentage of this 
is due to acceleration and what is actually due to increase in costs. 

Mr. TurNER. We already have that. We have estimated that to 
do it on the 6-year basis would take, at the present time, $63 million 
and what we are asking for on the basis of the present estimate is 
$74,980,000 so that there is approximately $11 million increase for 
accelerated program. 

Mr. Preston. May I interrupt for a question, Mr. Bow? 

Mr. Bow. Certainly. 

Mr. Preston. You are an engineer; are you not? 

Mr. Turner. Yes. 

Mr. Preston. As an engineer you have had experience with con- 
struction also? 

Mr. Turner. Yes. 

Mr. Preston. Have you ever been a contractor? 

Mr. Turner. No. 

Mr. Preston. How long have you been with the Bureau of Public 
Roads? 

Mr. Turner. Twenty-six years. 

Mr. Preston. Twenty-six years? 

Mr. TurRNER. Yes. 

Mr. Preston. Mr. Turner, based on your long and continued 
experience, I certainly would believe, and do believe, you are capable, 
but to a layman, I am overwhelmed by this $11,950,000 figure which 
you have just given as the difference between a 6-year program and a 
j-vear program. 

Mr. Turner. I say, a part of it is due to general increases in prices. 

Mr. Preston. How much can we attribute directly to the crash 
type of program? 

Mr. Turner. About $11 million, out of the $74 million. 

Mr. Preston. Exclusive of the increase in labor and increase in 
material costs? 

Mr. Turner. No, sir; that $11 million is in the increase in labor 
and materials. 

Mr. Preston. How much of it? 

Mr. Turner. All of it. 

Mr. Preston. I see. How much more is it going to cost to build 
this road because we are going to rush the job through in 3 years 
instead of 6? 

Mr. Turner. About $11 million. 

Mr. Preston. Yes; but you say the increase is in labor and ma- 
terials. 

Mr. Turner. Yes; that is what causes these increases. 

Mr. Preston. Altogether? 

Mr. Turner. Yes. 

Mr. Preston. I do not believe we understood you that way. 
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Mr. Bow. No. 

Mr. Preston. We understood from you that we were going to ge; 
the big increase in costs because we are going to hurry the job to its 
completi ion. 

Mr. Turner. Yes; but that is due to the elements that I have beer 
talking about, bec ause we will have to use more Americans, pay higher 
prices ‘for skilled labor than if we used local labor. 

Mr. Preston. Can you put a chart in the record showing what 
percentage is attributable to labor increase and what percentage to 
material increases; and what percentage is attributable to the faci 
that we are going to hurry up the job? 

Mr. Turner. Yes. 

Mr. Yates. What part will be labor rather than material? In this 
increase of $11 million—and I understood it consisted of three items— 
you are going to have to move skilled American labor in? 

Mr. Preston. He previously stated that would be about 30 percent 
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Ae for labor. 
“es Mr. Turner. Approximately 30 percent; yes. 
< (The following was submitted later: ) 
~ Additional cost to complete Inter-American Highway, subsequent to appropriation 
=n through fiscal year 1955 
~f . a nee 
| 
rm | Estimated Program | Percentage Sellsnien 
| percent of | based oncur-} increase in for naar 
% | construction | rent author- | cost due to seuedies 
os dollar ization rate | acceleration | Prostam 
romp | 
bea seeiatrscaeaerennieeniney seeeaernees | | eae 
5 Labor_- ; bi cet me 30 | $18, 900, 000 25 $23, 625, 
anes Equipment 3 sae ceencae ene 40 25, 200, 000 25 31, 500, 00 
fevee a ee 20 12, 600, 000 10 | 13, 860, (0 
ee Overhead and profit...____- oe ee eae 10 6, 300, 000 | __- 4 6, 300, 00 
a Subtotal 100 63, 000, 000 19.5 | 75, 285,00 
"ht. Less: Estimate unallocated funds from prior | 
~— appropriations do Mithin i gheited . thes beg alulestia baht 305, 00 
Rome Total_- E oe peace Feionel< coupe eeeoes 74, 980, (0 
ak 
3 
[x ADDITIONAL SURFACING COST 
» Ad 
{~~ Mr. Chairman, there is another item, the old estimate will not in- 
>= clude surfacing throughout the entire route, and under the statemen 
- = that Secretary Holland has made, the desire to have a tourist type o! 


route, to be attractive to American tourists requires a dustless type 
of surfacing and so we have included an estimated cost for bituminous 
surfacing throughout the entire length of the project. We did not 
have sufficient funds in the estimate to surface the entire route previ- 
ously because we had what was called an all-weather type of surfacing 
A part would have bituminous surfacing, and a part gravel or crushed 
stone type of surfacing, which it was fe lt from the engineering stand- 
point was adequate and could have been used throughout; but for 
the tourist type of traffic, as Secretary Holland has said, the averag 
tourist would not drive or be attracted to the dusty type of road, so! 
part of the increase is due to that. 

Mr. Preston. A part of the $11 million? | 

Mr. Turner. To the extent that the surfacing is a part of the olf 
estimate, ves; it is included in the total. 
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BASIC AUTHORIZATION FOR HIGHWAY 


\fr. Preston. What was the basic authorization for this program; 
how much was authorized? 

Mr. Turner. In the 1954 Federal Aid Highway Act, we had $40 
million authorized on the basis of $8 million for each of 5 fiscal years. 
The total amount that has been authorized to date, beginning in 
1942, is $96 million. 

Mr. Preston. How much have we spent, has now been spent, and 
how much have we appropriated? 

Mr. Turner. We have had a total appropriation to the present 
time of $46,750,000. 

Mr. Preston. You do not have authority for the $75 million? 

Mr. Turner. We do not; that is correct. 

Mr. Preston. This would be subject to a point of order. 

Mr. Turner. I believe that the language of the appropriation, 
suggested appropriation bill, does provide for that point, Mr. 
Chairman. 

Mr. Preston. Do you plan to ask additional authorization? 

Mr. Curtiss. It would be necessary to make additional funds 
available. 

Mr. Preston. You gentlemen realize that this language is subject 
to a point of order, do you not? 

Mr. Turner. Yes; we are aware of that. We have already talked 
to the Public Works Committee on this point; they have had an 
executive session hearing on it. 

Mr. Bow. Is it a fact that there is a bill now pending to extend this 
limitation, to increase the amount? 

Mr. Turner. I do not know whether a bill bas been introduced or 
not, but language has been sent up by the executive branch to cover 
this point. 

Mr. Preston. How much is authorized for the fiscal year 1956? 

Mr. Turner. $8 million. 


ESTIMATED EXPENDITURES AND OBLIGATIONS DURING 1956 


Mr. Preston. And how much of this request in the amount of 
$74,980,000 will be used in the fiscal year 1956? 

Mr. Turner. In order to do the job in the 3-year period, we would 
need either cash or contractual authority for virtually all of it, in 
order to authorize and award contracts. How much we will spend, 
we have estimated that it would be $24 million of the total. But we 
need either the contractual authority or the cash for all of it. 

Mr. Preston. Will you explain how you can expend $24 million 
when the first year will be spent on plans and awarding of contracts? 

Mr. Turner. Expended or actually obligated for contract awards. 
In order to make a contract we will have to have the cash in hand or 
contractual authority to that amount. 

Mr. Preston. You will have to obligate the money whether it is 
actually spent; it is an obligation? 

Mr. Turner. Yes; we cannot award a contract on this work with- 
out the cash in hand or the contractual authority; to date we have 
never had contractual authority on this project. 
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Mr. Preston. You plan to construct a little less than one-third of 
the total requirement during the fiscal year 1956? 

Mr. Turner. We hope we can get virtually all of it past the plan. 
ning stage so we will be ready by the end of the fiscal year 1956 to 
award all the contracts. 

Mr. Preston. What you are trying to avoid is to have a lag in the 
first part of 1957 where you would be uncertain about the authority 
to proceed with the additional construction; is that correct? 

Mr. Turner. Yes. By the end of the fiscal year 1956, while we 
probably will not have all contracts actually let or awarded at June 
30, we will be close to it and unless the authority is available, we wil! 


have a time lag. 
ADMINISTRATIVE COSTS 


Mr. Preston. How much do you estimate it will cost to administer 
this program? 

Mr. Turner. About $1,900,000, Mr. Chairman. Those figures 
are in the justifications. 

Mr. Preston. At what page of the revised justifications? 

Mr. Auuen. They are shown on page 6. The estimate is $645,00/) 
for the fiscal year 1956. 

Mr. Preston. I see a figure here of $1,936,000. I also see a figuy 
on page 4 under administration of $2,511, 000. 

Mr. Turner. That is the 1949 estimate, Mr. Chairman. 

Mr. Preston. I see that now. What have you figured as the 
percentage for administrative costs? 

Mr. Turner. That would be about 3 percent. 


ADDITIONAL PERSONNEL REQUIRED 


Mr. Preston. How many additional people will you have to 
employ? 

Mr. Turner. We estimate that we will require 10 additional pos 
tions, permanent positions, over those we have now authorized. 

Mr. Preston. Only 10? 

Mr. Turner. We do not have all those authorized positions filled 
I am in error the increase is 28 instead of 10, Mr. Chairman. 

Mr. Preston. Instead of 10? 

Mr. Turner. Yes. 

Mr. Preston. How did you happen to give us the figure of tev 

Mr. Turner. I was using the permanent positions on line one 0! 
the old estimates here, Mr. Chairman. 

Mr. Preston. What page? 

Mr. TurNeER. 1056. 

Mr. Atuien. But that has been revised. Here are the loose sheets 

Mr. Preston. I think we had better insert page 1051, of the revise’ 
estimates, in the record at this point. 

(The matter referred to is as follows:) 
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ADMINISTRATION AND ENGINEERING 


Mr. Preston. We will also insert in the record page 1056 of the 
revised estimate which is a table dealing with administration and 
engineering. 


(The table follows:) 
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Mr. Preston. Mr. Thomas, do you have any questions on this 
point? 
CURRENT STATUS OF THE INTER-AMERICAN HIGHWAY 


Mr. Tuomas. Mr. Secretary, it is my understanding that this road 
is 3,200 miles in length; is that correct? 

Mr. Turner. It is approximately 3,200 miles from Laredo, Tex. 
to the Panama Canal. About half of that is in Mexico and does not 
enter into our estimates in any way. The other half from the Mexican 
border to the Panama Canal is involved. 

Mr. Tuomas. You mean from the southern border of Mexico to 
Laredo is not included in this arrangement? 

Mr. Turner. It is not. 

Mr. Preston. What pari of this has already been completed, of the 
1,600 miles.? 

Mr. Turner. We have worked at different places throughout the 
1,600 miles. At the present time—there is a chart in the record 
her? indicating the exact status. 

Mr. Tuomas. Is that in your revised estimates or in the old? 

Mr. Turner. It is in the old and in the revised estimates. 

Mr. Tuomas. It is in the revised and not in the old? 

Mr. Turner. On page 5 of the estimates, the revised estimates. 

Mr. Tuomas. All right. What part of the 1,600 miles has been 
completed? 

Mr. Turner. Including current work, there are 553 miles of it 
that has asphalt surface or concrete; 312 miles are completed to 
accepted standards of alinement and grade; 559 miles that are travel- 
able but are below standards and will need work to bring them to 
acceptable engineering standards. 

Mr. Tuomas. Are all the bridges in that portion which has been 
partially completed in good shape? 

Mr. Turner. No. 

Mr. Tuomas. Very well; go ahead and give us the remainder; 550 
miles have been completed. 

Mr. Turner. 553 miles completed; 559 are below standard; and 
166 miles are impassable, where there is no road of any kind. 

Mr. Tuomas. Percentagewise, would you say that one-third has 
been completed, another third has been partially completed, and 
one-third has not had any work done at all; is that a fair and reasonable 
statement? 

Mr. Turner. That would be a reasonable approximation as 1t 
applies to United States funds but it is not possible to divide it up 
exactly because there may be within one section an acceptable bridge. 


EXPENDITURES TO DATE 


Mr. Tuomas. What has been expended to date on this one-third 
where it has been completed; on the third that has been partially com- 
pleted and the other third that has not been completed; how much 
has been spent to date, since 1944? 

Mr. Auten. There has been appropriated to date, $46,750,000. 

Mr. Tuomas. $46 million appropriated? 

Mr. ALLEN. Yes. 

Mr. Tuomas. Has it all been expended? 
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Mr. ALLEN. It has been—there is about $7 million that is unex- 
pended. However, it is practically all obligated. 

\ir. Tomas. Unexpended? 

Mr. ALLEN. Yes. 

Mr. THomas. That was expended on the basis of 2 to 1? 

Mr. ALLEN. Yes. The biggest portion of it was on the basis of 
2to 1; a part of it 100 percent. 

Mr. THomas. That was during wartime? 

Mr. ALLEN. During wartime; $12 million. 

Mr. THomas. What part of it at 100 percent and what part at 
arate of 2 to 1? 

Mr. Turner. The $12 million was specially appropriated for work 
in Costa Rica during the war. 

Mr. Toomas. That was at 100 percent? 

Mr. TurNER. That was 100 percent. 

Mr. Tuomas. That would leave $34 million on the basis of 2 to 1; 
is that correct? 

Mr. ALLEN. Yes. 

Mr. Toomas. And then you will require in the neighborhood of 
$75 million to complete it to a turnkey job; is that correct? 

Mr. Turner. Of United States funds. 


PARTICIPATION OF OTHER COUNTRIES 


Mr. Toomas. Yes. Is this $75 million going to be on the basis of 
2 to 1 or is it going to be entirely a 100 percent Government deal? 

Mr. Turner. The language provides that it shall be matched and it 
will carry the 2-to-1 ratio. 

Mr. THomas. Are the participating countries able to come up with 
their part? 

Mr. Turner. The State Department has queried each of the coun- 
tries and received an affirmative answer; yes. 

Mr. Toomas. The entire cost would be in the neighborhood of $200 
million; is that correct? 

Mr. Turner. I have not followed your calculations. 

Mr. Tuomas. That will not miss it far? 

Mr. Turner. But I would accept them. 

Mr. ALLEN. $180 million, plus. 

Mr. Yares. Plus $20 million? 


ADMINISTRATIVE COSTS 


Mr. Tuomas. For your administrative cost, you have set up 2% 
to 3 percent? 

Mr. Turner. The administrative engineering cost is included within 
the total figures we have given, Mr. Thomas. 

Mr. Tuomas. Yes; but separating your administrative costs, they 
will range about 2% to 3 percent of the total of $75 million? 

Mr. Turner. Yes. 

Mr. Toomas. This $75 million exceeds by what amount the total 
authorization? 

Mr. Turner. $25,730,000. 

Mr. Tuomas. Above your present authorization? 

Mr. Turner. Yes. 
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Mr. Tuomas. Now, getting back to the construction time of thp 
3-year period: Will the Corps of Engineers participate in this, or wij 
it all be done by the Bureau of Public Roads? 

Mr. Turner. Entirely by the Bureau of Public Roads. 


METHOD OF CONTRACTING 


Mr. Tuomas. Do you intend to let it out to American contractor 
on a sharpened-pencil basis? 

Mr. Turner. That is our plan; yes. 

Mr. Tuomas. Is this to be in the form of a cost-plus-a-fixed-fec 
basis, or will it be a straight-out competitive bid, based upon plans 
and specifications? 

Mr. Turner. We intend that it will be based on plans and specifica. 
tions, and unit price contracts. We do not plan a cost-plus-fixed-fee 
type of contract. 

Mr. Tuomas. Is there any money in here to supply the contractor 
like the Atomic Energy Commission does in some instances, supply 
heavy equipment or machinery? 

Mr. Turner. No. 

Mr. THomas. You will expect the contractor to furnish all tly 
supplies and materials? 

Mr. Turner. We expect him to supply everything for the job. 

Mr. Tuomas. No further questions. 

Mr. Preston. Mr. Yates, any questions on the Inter-American 
item? 

MAINTENANCE AND IMPROVEMENT AGREEMENTS 


Mr. Yates. Do you have an agreement with the participating 
countries which requires them to maintain the road? 

Mr. Turner. Yes. 

Mr. Yates. What has been the experience thus far with maintain- 
ing the roads? I assume that the roads are now maintained. Hav 
they kept them up in proper condition? 

Mr. Turner. Yes; they have. 

Mr. Yates. And have they assumed all the cost of maintenance? 

Mr. Turner. Yes. 

Mr. Yates. And the American Government has not paid any of the 
maintenance costs? 

Mr. Turner. The only places where we have been involved in any 
expenditures for maintenance was in Costa Rica where we are stil 
doing construction work. We have not been doing any road mainte: 
nance in any other countries. 


LATERAL ROADS 


Mr. Yates. What about the question of side roads, lateral roads; 
is there any part of that in this? ; 

Mr. Turner. They are not a part of this program at all. No 
doubt the improvement of lateral roads will be encouraged by the 
construction of the Inter-American Highway but those roads are n0l 
a part of this program in any way. — 

Mr. Yares. Will the construction of this road involve the col 
struction of these side roads? 
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Mr. TurRNER. In most cases not. 

Mr. Yates. The cost of this program is for the principal highway 
itself? 

Mr. Turner. Yes. 

Mr. Yarss. Not the lateral roads? 

Mr. Turner. Not the lateral roads except as there may be approach 
roads necessary for the contractor to get his equipment into the actual 
site of the work; but that would be included in his cost. 

Mr. Yates. What has been the experience with roads that have 
been constructed to date as to requiring more maintenance than you 
had contemplated; has it? 

Mr. TurNER. No. 

Mr. Yatgs. Have there been washouts; has there been need for 
reconstruction of any part along the way? 

Mr. Turner. Yes; there have been washouts, but it has been no 
more than we would expect normally on a similar type of road in 
this country. 

Mr. Yates. Has there been good cooperation with the participat- 
ing countries in the construction of the work? 

Mr. Turner. Yes. 

Mr. Yates. Have there been any incidents that we should know 
about with reference to the construction of the road? 

Mr. Turner. I believe not. 

Mr. Yarss. I have no further questions. 

Mr. Preston. Mr. Clevenger? 

Mr. CLEVENGER. No questions. 

Mr. Preston. Mr. Bow? 

Mr. Bow. No questions. 

Mr. Horan. No questions, Mr. Chairman. 


ANALYSIS OF COST FACTORS 


Mr. Preston. I want to go back to the question of the increased 
costs, 

Is it an accurate statement to say that if you continued with your 
orignal plans, 6-year program, that you could do the job with the 
$64 million? 

Mr. Turner. $63 million from here on above the appropriations 
which have been made in the past; yes. 

Mr. Presron. But instead of $74,980,000 it would be $63,500,000 
if you did it on a 6-year basis? 

Mr. Turner. $63 million. 

Mr. Preston. $63 million. 

Mr. Turner. Yes. 

Mr. Preston. You have not given us sufficient information for the 
committee to act on this. If this committee is to decide whether you 
are to have the sum total of $11 million in order to make it a 3-year 
job, or whether it is wiser just to go along with the plan for’ 6 years, 
we must know how much can be charged against putting a hard surface 
on the road out of this $11 million difference. That is what the com- 
mittee should have and we must ask you to get us those figures up as 
soon as possible. 

Mr. Turner. We will be glad to supply the data on that for the 
record, Mr. Chairman. 
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Mr. Preston. We will have to have it. 

Mr. Bow. Right on that point, Mr. Chairman 

Mr. Preston. Yes; Mr. Bow. 

Mr. Bow. When I was there last November, I was told by one of 
the engineers in charge that the cost of hard surfacing was running at 
a rate of something like $6 million; is that a fairly accurate statement? 

Mr. Turner. For the entire highway? 

Mr. Bow. Yes; for that portion of it now hard surfaced. 

Mr. Turner. Mr. Bow, I would not want to answer that without 
referring back to my figures. 

Mr. Bow. That is all, Mr. Chairman. 

(The information requested is as follows:) 

Contrary to the impression that may have been gained from previous testimony, 
there is no basic estimated cost of surfacing in the $11 million referred to as the 
cost of accelerating the completion of the highway within a 3-year period. Hov- 
ever, in the total estimate of $74,980,000, approximately 21 percent represents the 
cost of hard surfacing the remainder of the highway. 

Mr. Preston. I would like to ask you a question, Mr. Moore. 

Mr. Moore. Yes. 





ADVISABILITY OF SPREADING CONSTRUCTION OVER SIX-YEAR PERIOD 


Mr. Preston. Why would it not be to the advantage of the 
countries involved to have this work done over a 6-year period, which 
would give them a longer assistance period of employment locally 
and avoid the expense of having to move in additional Americans and 
heavy equipment and running this cost up $11 million to the tax- 
payers? Why would not that be the more logical way to do this job 
than to involve this terrific penalty for getting it done in a period of 
half that time? 

Mr. Moore. Mr. Chairman, I should like to take the statements 
with the figures if I may, and make sure that the $11 million figure 
is entirely accurate, that there is not some differential in these 
figures somewhere. 

Mr. Preston. The committee is relying on this man who is 3 
qualified engineer. Of course, we would have no objection. 

Mr. Moore. I am relying on him too. 

Mr. Preston. But we will be pleased to have you check the figures. 

Mr. Tuomas. He testified that since 1949, that is when your last 
estimate was made 

Mr. Turner. Yes. 

Mr. Tuomas. That labor costs have risen 100 percent. 

Mr. Turner. Yes. 

Mr. Tuomas. And the labor costs represented 30 percent of the 
total cost of the job. Are you sticking with your original statement 
that the increase is justified on that and that alone? That is one 
thing to think about, that you can go in and turn this over to a crowd 
of pushers and pullers and instead of extending the cost of overhead 
over a period of 6 years, if you can get it done in 3 years you are g0- 
ing to cut down the cost, unless you have a whole lot of bad weather 
construction. It looks to me like the figure of around $75 million 
could be reduced to about $69 million, and you might expect to get 
the job done for that. 

Mr. Preston. When Mr. Turner was giving his statement about 
the increased cost of labor, those increases were also taken into con- 
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sideration when he put this on a 6-year basis, as you will find on 


page 1052 of the parece nun. 

So we have a clear-cut proposition here of $11 million premium on 
a 3-year program as against a 6-year program, and I do not know 
whether we can justify that sort of luxury or not. 

Did you want to make a statement about that, Mr. Curtiss? 

Mr. Curtiss. Mr. Chairman, will you permit us to file a statement. 
clearing up this point? 

Mr. Preston. Of course we will be glad to have you do that, Mr. 
Curtiss, but it is certainly going to have to be a dandy, because your 
statement is that there is $11 million premium involved in this, as 
between the two periods of time. 

Mr. Turner. We have to include the surfacing, Mr. Chairman. As 
prices rose from our 1949 estimates, it became apparent that the 
estimates made at that time would not do all the desired work and 
we decided to omit some of the bituminous surfacing and consider 
that as satisfactory and still stay within the authorized funds. 

Mr. Preston. Will you include in your statement, Mr. Curtiss, 
how much hard surfacing or paving of the unfinished portion of the 
International Highway was intended under the $63 million base, and 
how much more would be included in the $74,980,000? 

Mr. Turner. Yes. 

Mr. Curtiss. We can supply that for the record, Mr. Chairman. 

Mr. Preston. Yes. 

(The information requested follows: ) 


INTER-AMERICAN HIGHWAY 


The President indicated in his communication of March 31, 1955, to the Vice 
President and the Speaker of the House, that early completion of the Inter- 
{merican Highway is the most significant single action which the United States 
can take in Central America and Panama to bring about the most mutually 
advantageous benefits to be derived from this important international project. 
In stating that early completion of this highway is a clearly established objective 
of United States policy, the President indicated the following considerations as 
among those which made him feel it is essential to accelerate construction of the 
Inter-American Highway: 

1. A completed highway will provide a very important contribution to the 
economie development of the countries through which it passes. 

2. There will be an opportunity for increased trade and improved political 
relations among these countries and the United States. 

3. The resultant increase in tourist traffic would not only improve cultural 
relations but also serve as a very important element in the development of their 
economies through earnings of foreign exchange. 

4. The existence of such an all-weather highway would be of substantial 
security importance, both in providing overland contact and communication as 
far southward as the Panama Canal, and in bringing an important physical link 
between these countries in our common defense of the Western Hemisphere against 
aggression from without and subversion from within. 

The President indicated further that the stabilizing effect of these factors would 
tend to bar any possible return of communism which was so recently and success- 
fully defeated in this area. 

In preparing the revised estimates in support of the President’s proposal, the 
Department of Commerce worked closely with the Department of State. It is the 
considered judgment of both Departments that the benefits to be derived from 
accelerating completion of the Inter-American Highway as recommended by the 
President will far exceed the additional costs involved. 

Since the hearings before the House Appropriations Subcommittee on April 27, 
1955, these figures have been reexamined in the light of points raised by committee 
members and found to be as sound as can possibly be determined at this time. 
A statement clarifying certain of these points appears elsewhere in the record. 
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We wish to urge approval of this estimate in the full amount and to reemphasize 
the importance of completing this highway in 3 years. 

The United States Government has thus far invested over $50 million as its 
share of constructing the Inter-American Highway to its present point of com. 
pletion. Maximum return from our investment cannot be fully realized until ali 
these countries are linked together and with the United States. The proposed 
acceleration of construction would advance by 3 years the enjoyment of benefits 
expected from this program. 

All the participating countries have indicated that they will be able to arrange 
for financing of their one-third share of costs. Thus, it is expected at this time 
that the regular 2 to 1 basis of financing will continue in effect until the highway js 
completed. 

In line with the President’s statement, early completion of the highway js 
expected to result in the development of stronger, more independent, and more 
durable economies in the participating countries. Such development has been 
retarded in large measure by the lack of surface transportation. It follows that 
strengthened economies would lead to elevating the standards of living, particu- 
larly in areas hitherto barred from economic progress by lack of communication. 
Elevation in the standard of living is generally recognized as a strong safeguard 
against subversive influences. 

As an example of economic benefits, the completion of a main highway will 
encourage local building of feeder roads over which farm and other products may 
be taken to market. This should encourage development of new agricultural 
areas and lead to general development of natural resources. Similarly, comple- 
tion of the main highway should stimulate intercountry communication and pro- 
mote better economic and political relationships. Moreover, improved access to 
these countries would open up new possibilities for investment of United States 
capital and would promote free trade with this country. 

It is expected that sites for hemisphere defense will be linked by the highway 
and the movement of critical materials will be expedited and these countries can 
be more effective in defense against a common enemy. 

American tourists to these countries are expected to greatly increase in number 
and we may expect more of the central American people to visit us. In addition 
to promotion of international amity through firsthand observation of local cultures, 
and exchange of ideas, considerable economic benefits would accrue to these coun- 
tries through increased American travel. 


SUPPLEMENTARY STATEMENT IN SUPPORT OF THE ESTIMATE FOR COMPLETING 
THE INTER-AMERICAN HIGHWAY IN ACCORDANCE WITH THE PRESIDENT’S 
RECOMMENDATION 


Recapitulation of authorizations, appropriations, and estimates 


Authorizations through fiscal year 1944__.__.__.________________- $32, 000, 000 
Appropriations through fiscal year 1947_____________- ee 32, 000. 000 
1949 estimate of cost to complete_____._...____..---_-__--_----- 65, 290, 000 

Authorizations to complete based upon above estimate (fiscal years 
1951 through 1959) _-________ BR atl I id! 2h le Ap IA ge 64, 000, 000 
Appropriations, fiscal years 1951 through 1955_________________ —14, 750, 000 
Unfinanced authorizations June 30, 1955________________-_ 49, 250, 000 

Estimated additional cost to complete in accordance with President’s 
proposal within 3 years (additional authorization required) _____- 25, 730, 000 
Total cash requirements subsequent to June 30, 1955_-_--_- 74, 980, 000 


The 1949 estimate of the cost of completing the Inter-American Highway 
($65,290,000) was computed on the basis of 1947 and 1948 prices and in light of 
engineering data available at that time. The subsequent authorizations pro- 
vided by the Highway Acts of 1950, 1952, and 1954 totaling $64 million were al! 
founded upon the 1949 estimate without revisions, and contemplated final com- 
pletion of the highway upon availability of authorizations through the fiscal 
vear 1959. 

While $14,750,000 has been appropriated during the fiscal vears 1951 through 
1955, the appropriations have not kept pace with the authorized rate of progress. 
Authorizations for these fiscal years total $32 million; hence as of June 30, 1955, 
appropriations are $17,250,000 behind authorizations. Attached is a statement 
furnishing the details of authorizations and appropriations to date. 
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If appropriations beginning with fiscal year 1956 were made at the presently 
authorized annual rate of $8 million it would require approximately 6 years for 
the appropriations to equal the total of the unfinanced authorizations ($17,250,000 
current lag, plus $32 million for fiscal years 1956 through 1959). 


REVISION OF 1949 ‘ESTIMATE 


It has been apparent for some time that the 1949 estimate of cost to complete 
the highway had become inadequate with the upward change in costs due to the 
economic trend. Recognizing this fact, the Bureau has adopted a policy since 
the availability of appropriations pursuant to the 1952 Authorization Act of ap- 
plying available appropriations to the construction of permanent bridges, grading, 
and gravel or crushed stone surfacing exclusively in order to insure that at least 
an all-weather road with permanent bridges would be constructed for the entire 
length of the project from the funds authorized before any additional bituminous 
surfacing was initiated. While the estimate indicated that some bituminous 
surfacing could be completed within the total authorized funds, the Bureau had 
administratively decided that all bituminous surfacing work*would be deferred 
in all countries pending sufficient progress having been made on the other items 
of the construction work to permit accurate determination of how much bitumi- 
nous surfacing, if any, could be provided and still keep total expenditures within 
the authorization. It obviously would create difficult political problems if we 
were to allot funds for bituminous surfacing in one country and perhaps exhaust 
the funds, to the possible exclusion of surfacing in other countries. Thus the final 
mileage of bituminous surface that could have been constructed within the author- 
ization (either in total or necessarily, therefore, in each individual country) cannot 
be reliably stated because it was intended to adjust this mileage up or down as 
needed to keep total expenditures within the authorized funds and still obtain an 
all-weather road with permanent bridges through all countries for the full length 
of the project. 

A revised estimate of the cost of completing the highway including bituminous 
surfacing on the entire project, follows: 


1DED GRU NG Ae eee cutee sae ; : $65, 290, 000 
Increase to reflect 1955 costs and current engineering data___- 12, 460, 000 
Revised estimate____________-__- ee = 77, 750, 000 
Less appropriations fiscal years 1951 through 1955_ oat eee 14, 750, 000 
Current estimate to complete -- _----- g » paruetes 63, 000, 000 
RAI nn S00 NN I oe an memo ee ee 11, 980, 000 
Additional funds required_-____---------------- yelp mere 74, 980, 000 


CURRENT ESTIMATE FOR COMPLETION OF INTER-AMERICAN HIGHWAY WITHIN 3 
YEARS 


To complete the Inter-American Highway within the next 3 years, it is necessary 
to change materially the plan of operation for the program and, therefore, certain 
additional costs will be encountered. Although Central American contractors 
Will be used to the extent available, it must he recognized that the bulk of work 
Will necessarily have to be awarded to United States contractors who will bring 
in much larger United States skilled labor and supervisory forces to supervise 
and operate the enlarged fleet of equipment which will be required to meet the 
3-year time schedule. 

In adjusting the basic estimate of cost to reflect the changed conditions which 
Will result from this accelerated program, a reanalysis was made of the current 
estimate for completing the highway. In this analysis a determination was made 
of the proportion of the highway dollar assignable to the components of highway 
construction; namely, labor, equipment, materials and supplies, and overhead 
and profit. These components, and their estimated average relative proportion 
to total cost (determined from experience with work in Central America) are: 


Percentage of construction dollar 


. Per- Per- 
Component: cent Component: cent 
ee ent 30 Overhead and contractor 
Equipment cost____________- 40 ME: 2 wicker eka 10 


Materials and supplies __-___- 20 
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Fach of the above components was reviewed carefully to establish the estimat. 
average increased cost, if any, that can be expected to accrue in a 3-year progray 
The resulting determinations were: 

1. Labor cost, 25 percent increase: Labor costs will be increased because aya, 
able local skilled labor will not be sufficient to meet a 3-year program schedy) 
Contractors will have to recruit a lerger percentage of their skilled labor from th 
United States, with much higher pay scales than for local skilled labor, and wit; 
po added cost of transportation to and from the project and subsistence whi 
thereon. 

2. Equipment cost, 25 percent increase: A 3-year construction period will jp. 
volve a much larger equipment plant than that reavired under the current pp. 
gram rate. Equipment costs afte therefore increased because of the higher equip. 
ment investment resulting from the additional quantities of equipment require 
with its additional maintenance, as well as shipping and insurance costs. 

3. Materials and supplies, 10 percent increase: A moderate increase in costs of 
materials is expected. 

In order to megt construction schedules, procurement is often influenced q 
much by early delivery date as by quoted prices. 

4. Overhead and contractor profit, no increase. 

The weighted composite average of the increased cost that is expected to result 
from accelerating the completion of the highway into a 3-year period amounts tp 
approximately 20 percent. A tabulation has been inserted in the record earlier 
reflecting the breakdown of the additional cost by the components of labor, equip- 
ment, and materials, and supplies. 


Status of authorizations and appropriations 


Authorizations. through fiscal year 1944: 














Act of Dec. 26, 1941 (55 Stat. 860) _.............-.--.--2-- $20, 000, 000 
Act of duly 12, 1043 (67 Biat. 657)..............-..,-.-..<.- 12, 000, 00 
OE titi Samia Rieeh cen were wed oe CLO IG 4 32, 000, 000 
Appropriations: 
Fiscal year 1942 Ist Deficiency (56 Stat. 98)_......._..._.._.. 7, 000, 0M 
Fiscal year 1943 2d Deficiency (57 Stat. 537)_.....__.__.___- 12, 000, 00 
Fiscal year 1944 Independent Offices (57 Stat. 169)________-_- 5, 000, 000 
Fiscal year 1945 Independent Offices (58 Stat. 369)__.______- 2, 000, 00 
Fiscal vear 1946 Independent Offices (59 Stat. 115)_________- 1, 000, 000 
Fiscal vear 1947 Independent Offices (60 Stat. 60)__.._.____- 5, 000, 000 
5s, Soh AOE tees SR See aur _... 82, 000, 0M 
Authorizations: 
Act of Sept. 7, 1950 (64 Stat. 785): 
lk ER een const 4, 000, 00 
Pemeeh em Pe obit Jibs oe Ce cesc cede elie 4, 000, 000 
Act of June 25, 1952 (66 Stat. 160): 
Pen eneMRtcs Oo seuss. caborstiveamesenk Jive alk 8, 000, 000 
nen er n0S Ss. 266 deat weletin in deedes aU 8, 000, 000 
Act of Mav 6, 1954 (68 Stat. 73): 
Pie in total ballbin gyre trt deelie 1 3d 8, 000, 00) 
PIL oes uate i da alt Kea Gaal 8, 000, 000 
Ns nw ace cs nbcveoumde senna’ 8, 000, 00 
PemeeGett sd) Joules iJ. tue, ba ciecites Ue A 8, 000, (00 
Par GU Sem retest ee de ee deel. 8, 000, 000 
Dette ceed 2 iakanins colds ensuite adele wud, 64, 000, 000 
Appropriations: 
Fiscal year 1951 2d Supplemental (64 Stat. 1223)__..._______ 4, 000, 000 
Fiscal year 1952 Commerce (65 Stat. 592)_.________________ 3, 000, 000 
Fiscal vear 1953 Commerce (66 Stat. 573). _.___._________---- 1, 000, 0 
Fiscal year 1954 Commerce (67 Stat. 382)_________________- 1, 000, 000 
Fiscal year 1955 Commerce (68 Stat. 428)_____..__..__---_- 1, 000, 000 
Fiscal year 1955 Supplemental (68 Stat. 807)_._....________- 4, 750, 00 
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ADDITIONAL COST OF BITUMINOUS SURFACING 


Mr. Bow. Mr. Chairman, Mr. Horan has just called my attention 
oa statement on page 4 of the revised estimates which reads: 
It is now estimated that approximately $14 million United States funds addi- 


ional will be needed to include a bituminous surface, making the total United 
tates funds required approximately $63 million over and above appropriations to 


ate. 

There is the figure for the bituminous, $14 million, in the justifica- 
ions. 

Mr. Preston. That is a good point, Mr. Bow. 

What about that, Mr. Turner? 

Mr. Turner. Yes. 

Mr. Preston. Do you consider that an accurate statement? 

Mr. Turner. Yes. 

Mr. Preston. Does that answer the question? 

Mr. Turner. I believe it will. 

Mr. Presron. Prices are not involved in the $11 million figure? 

Mr. ToHomas. Hard surfacing. That would be the answer. 

Mr. Turner. I do not know that I follow your point. 

Mr. Horan. Mr. Chairman, I would like to have more enlighten- 
ment on this matter. It is obvious that the cost of putting the hard 
urface on this is not going to be increased just because of putting 
it on in a shorter length of time. I should think that they could save 
yy doing it quicker. 

Mr. Turner. One of the main things that increases the cost is 
the fact that in doing this in a shorter time, we will have to import 
larger quantities of American labor, skilled labor, than otherwise 
provided; more than would have been required if we could have 
tretched it out over a longer period of time, and utilize local people, 
because the wage rate payable to American labor is much higher 
than it is to local labor. 

Mr. Horan. It is hard to figure it over a shorter period of time. 

Mr. Curtiss. Mr. Horan, the original estimate did not provide 
for hard-top material, and there is some increase there. 

Mr. Preston. Here is the answer to the problem, Mr. Horan, 
found on the same page that Mr. Bow read, which contains this 
paragraph: 

It is estimated that to complete the highway within 3 years an overall increase 
in cost of approximately 20 percent (of $63 million) can be anticipated, bringing 
the revised estimate to a total of approximately $75 million United States funds. 

That is clearly an $11 million plus figure, on a crash basis, exclusive 
of pavement, exclusive of everything. We find that in your own 
statement, Mr. Turner. Is that correct? 

Mr. Turner. Yes; this statement is correct. 

Mr. Preston. Well, I think the additional statement you are going 
to furnish had better be a good one, in view of this language. 

I think that that clears it up, does it not? 


STATUS OF HIGHWAY IN MEXICO 


Mr. Tuomas. Let me ask you this question: Of the 1,600 miles of 
highway in Mexico that has been completed, the last time I was there 
it was completed from Laredo to Mexico City. What about in 
etween the southern border and Mexico City? 


61922—55. 37 
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Mr. TurNeER. It is completed all the way to the Guatemalan border, 
It is true they do not have asphalt surface all the way to the border, 

Mr. THomas. What about your asphalt all through Mexico? 

Mr. Turner. I think there is about 100 miles left. 

Mr. Tuomas. It is going to be hard-topped by the Mexican 
Government? 

Mr. Turner. Yes. 

Mr. THomas. Without any break through Mexico? 

Mr. Turner. When the work is completed to the Guatemalan 
border, there will be a continuous road across Mexico; Mexico wil] 
surface all its section. : 

Mr. THomas. Without any American dollars? 

Mr. TurNnER. Without any American money; yes. 


JUSTIFICATION OF REVISED ESTIMATE TO COMPLETE HIGHWAY 


Mr. Preston. We will insert in the record at this point page 4 of 
the revised justifications. 
(The statement referred to follows:) 


RevisEep EstimaTEe oF Cost To ComMPLETE 


In 1949 an estimate of cost to complete the Inter-American Highway was pre- 
pared based on 1947 and 1948 costs and conditions. This estimate was as follows: 





om States 
u 
CNN NNS thilil ies hte wi da ee ahead Bile ihattthdicted $62, 782, 000 
Ce OD tk oie Sided ca = is whoa bho aes See 2, 511, 000 
GE) GC nnn clcdatbbpanecheocdsnaam 65, 293, 000 


Based on the 1949 estimate, the Federal-Aid Highway Acts of 1950, 1952, and 
1954 authorized the additional sum of $64 million for completion of the highway. 
Against these authorizations, $14,750,000 has been appropriated leaving an un- 
financed balance of $49,250,000 available for completion of the highway. How- 
ever, as the years passed, the 1949 estimate of cost to complete the highway 
became more and more inadequate as a result of gradually increasing construction 
costs coupled with revised estimates based on the availability of more complete 
engineering data obtained from surveys and plans completed since 1949. Quite 
some time ago it became apparent that the funds authorized would not be sufficient 
to provide a bituminous surface on the full length of the completed highway. It 
is now estimated that approximately $14 million United States funds additional 
will be needed to include a bituminous surface, making the total United States 
funds required approximately $63 million over and above appropriations to date, 

The above figures were based on completing the highway within approximately 
the next 5 to 6 years. To complete the highway within the next 3 years, it is 
estimated a considerably larger amount will be required because the proposed 
accelerated program will require the extensive use of large United States con- 
tractors who will necessarily bring in United States skilled labor and equipment. 

It is estimated that to complete the highway within 3 years an overall increase 
in cost of approximately 20 percent (of $63 million) can be anticipated, bringing 
the revised estimate to a total of approximately $75 million United States funds. 

The tabulation on the following page reflects, by countries, the revised estimate 
of the cost to complete the highway on the basis of a 3-year program. The 
statement also reflects the projected condition of the highway following completion 
of the fiscal year 1955 program, 


Mr. Preston. That concludes the hearing on the Inter-American 
Highway if there are no further questions, and we will now proceed 
with the Bureau of Public Roads. 

Do you have a statement to make, Mr. Curtiss? 


Mr. Curtiss. Mr. Chairman, you have already placed in the rec- 
ord the general statement covering the details of the program by 
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States. If it is agreeable to you, I would like to comment on some 
of the highlights of that statement. 
Mr. Preston. You may proceed. 


GENERAL STATEMENT OF CHARLES D. Curtiss, COMMISSIONER OF 
Pusiic Roaps 


FEDERAL-AID HIGHWAYS 


Mr. Curtiss. I think I pointed out to you when I appeared before 
the committee in support of the supplemental appropriation that all 
the State highway departments have been doing a remarkable job of 
accelerating their Federal-aid on program in line with the 
enlarged authorization under the 1954 Highway Act. 

This act increases the Federal-aid authorization by 52 percent, the 
increase being from $575 million per year to $875 million. 

The program was further accelerated by the apportionment of the 
1956 authorization July 1, 1954. 

Many of the States were in position to initiate projects at once 
under the new funds. 

By April 1, 1955, 46 States had already programed $335 million of 
new money, the 1956 primary, secondary, urban and interstate funds. 

We had a balance of all apportionments, 1956 and previous, of 
approximately $585 million, or the equivalent of about 68 percent 
of the amount apportioned for fiscal year 1956 still available for 
programing. 

Mr. Tuomas. Unobligated? 

Mr. Curtiss. Uncommitted, I would say. 

Mr. Toomas. $575 million? 

Mr. Curtiss. $585 million. 

Mr. Tuomas. $585 million unobligated. Very well. 

Mr. Curtiss. In every step of the Federal-aid program records 
were established in calendar year 1954. Some $777 million was set 
up in approved programs and there were increases in all the other steps 
of plans approved, contract awards, and work accomplished. In the 
12 months ending on April 1, construction involving Federal funds, to 
the extent of $703 million were awarded. That provided a total cost 
of approximately $1.4 billion. Prices during the past year have 
tended to stabilize at a little more than double the 1940 costs. 

_ The number of contractors’ bids has increased from 3.9 average 
in 1946 to 6.7 in 1954. 

Mr. Tuomas. You say prices bave doubled since 1940? 

Mr. Curtiss. Yes, sir. 

Mr. Tuomas. But they have stabilized since? When did you 
arrive at the figures that they had stabilized? At what point of 
time; last year? 

Mr. Curtiss. I am saying that the bid prices have tended to level 
off. There has been some decrease in bid prices in the past year. 

Mr. CLevencer. Mr. Curtiss, I had occasion to note in the contract 
for the State of Indiana Turnpike when the awards were made, that 
the rates were considerably under the estimate, which shows that 
what you say is true, that stabilization is taking place. 

Mr. Curtiss. During 1954, the low bids averaged 10.9 percent 
under the engineering estimates; that is, the average of the whole 
program, 
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Contractors are tending more. to cross State lines, too, and recently 
in one $4.5 million project, there were 8 bidders from outside the 
State. 

The Federal-Aid Highway Act of 1954 required the Bureau to make 
three separate reports. One was on the cost of adjusting utility 
facilities resulting from Federal-aid highway improvements. This 
report has been made and I think will be printed as a House document. 

The report indicates that in the year 1953 the cost of relocation of 
public utilities was 35.5 million. In general, the public utilities are 
occupying public rights-of-way under franchises that require them to 
adjust their facilities if they interfere in any way with a projected 
highway improvement. 

The second report the Bureau was required to make was on bringing 
all the previous Federal-aid highway legislation into one bill. Since 
the first Federal-Aid Road Act was approved in 1916, there have 
been 36 amendments and changes in it. The proposed bill, H. R. 234 
removes duplications and some conflicts that have crept into the law 
and will put our Federal-aid law into one bill. Hearings have been 
held before the House Public Works Committee and we hope that the 
bill will be enacted into law at this session. 

The other requirement directed the Secretary of Commerce \ 
make a comprehensive study of the highway system, toll roads, ani 
so on. Those reports have been submitted and are being published 
in two documents, House Document 120 and House Document 139. 

There was another very interesting departure from the usual 
procedure made possible by the 1954 act, and I refer to the section 
which permits the State highway departments to take over the majo 
jurisdiction of the secondary road program. Under that plan the 
States have a minimum of Federal inspection and review of thei 
improvement projects. Some 30 States have adopted the new pro- 
cedure and those 30 States account for 69 percent of the secondary 
road funds. 


INCREASE IN ENGINEERING STAFF 


I think reference was made in the hearings on our supplemenitil 
appropriation to the reduction in personnel that has taken place 
our force in the past couple years. With the increase of 52 percent 
in our authorization and the buildup of our Federal-aid program, 
it is going to be necessary to merease our engineering staff. The 
budget provides for an increase of $516,000, or 4.5 percent over the 
budget for the current year. This will permit on the average at 
addition of one engineer in each State. 


RESEARCH 


In our research program we have made plans to cooperate with the 
State highway departments, industry, and the Department of Defense 
in a national test road project. The test road will be constructed 1 
Illinois as a Federal-aid project and will become a part of an 8-mile 
relocation of United States Highway 6, a major United States trucking 
road between Ottawa and La Salle, which is about 60 miles from 
Chicago. 

Yesterday we passed vouchers for $34,168,000, 
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Those large payments were due to our just receiving the $95 million 
supplemental appropriation. That leaves us only $61 million for the 
remainder of this fiscal year and we estimate that it will be necessary 
for us. to carry over about $30 million in vouchers into the next 
fiscal year. Our estimate of $680 million is based on the vouchers 
that we expect to be submitted in 1956 and did not contemplate any 
carryover, so I would urge you to approve the full amount of the 
estimate. 

Mr. Tuomas. That is a nice statement, very much to the point. 


SUMMARY AND HIGHLIGHT STATEMENT 


We will insert in the record at this point pages 1001 and 1002, but 
on page 1002 leave that part out dealing with the Inter-American 
Highway; and page 1003; and put in the table on page 1004. 

(The material referred to is as follows:) 


SUMMARY AND HIGHLIGHT STATEMENT 


The estimates of the Bureau of Public Roads for the fiscal year 1956 reflect 
the expansion of the highway program which is resulting from the Federal- Aid 
Highway Act of 1954. The new act provides the following authorizations: 


1956 1957 





Patera Ah. 8 igi fs ot ck wh owebniin ch done duceanenweaed $875, 000, 000 $875, 000, 000 
iil Bicctien oth dg $b n 50% 640g erg caps canectasnss 22, 500, 000 | 22, 500, 000 
Inter-American highway 7 : a : 8, 000, 000 8, 000, 000 
Public lands highways 1, 000, 000 1, 000, 000 


In addition, section 6 of the 1954 act provides contract authority for the sums 
authorized for the fiscal years 1955, 1956, and 1957 for forest highways and 
publie-lands highways. 

The Federal-aid and forest highway programs have been further accelerated 
by advancing 6 months the apportionment date of the 1956 authorizations. These 
apportionments were made effective July 1, 1954. 

The fiscal year 1956 estimates for the Bureau of Public Roads total $712,750,000. 
For the current fiscal year, appropriations plus supplemental estimates total 
$625,750,000. The increase of $87 million in the 1956 estimates over the 1955 
requirements is largely accounted for in estimated reimoursements to the States 
under the Federal-aid program. 


Federal-aid highways 


_ $680, 000, 000 
1600, 000, 000 


+80, 000, 000 


‘Includes proposed supplemental of $190 million. 


_The appropriation of $500 million for Federal-aid highways for the current 
fiscal year is expected to be exhausted by the middle of April 1955. On that basis, 
it ls estimated a supplemental appropriation of $100 million will be needed to 
provide sufficient cash to reimburse the States for the Federal pro rata of their 
expenditures during the remainder of the 1955 fiscal year. 

rhe estimate of $680 million for fiscal year 1956 is based upon a time lag of 15.5 
months from obligation (approval of plans) to payments. On the basis of obliga- 
ions currently recorded it is now possible to estimate very accurately the pay- 
ments for the first 9 months of fiscal year 1956. Projection of the remaining 
3 months graphically permits determination of the amount which will be needed 
to pay the States’ claims for reimbursement. The Federal-aid highway program 
of the Nation has now gathered unprecedented momentum, as is evidenced by 


cougations recorded during the 12 months ending December 1, 1954 in the amount 
of $654 million. 
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Forest highways 


ROG iis cd oehicc cau nawedatsd bn ccniietislard cunts 
TN i a ee 


Cee eee eee eee ee cule ihebebennbbu 
1 Includes proposed supplemental of $4 million. 


The current fiscal year appropriation for forest highways is $15 million. [t js 
estimated a supplemental appropriation of $4 million will be necessary during the 
fiscal year 1955 to liquidate contract authority extended by section 6 of the 
Federal-Aid Highway Act of 1954. 

The estimate for fiscal year 1956 in the amount of $25 million represents the 
amount which will be needed to liquidate obligations recorded durjng the curren 
and prior fiscal years. It is planned to proceed with the forest-highway program 
during the fiscal years 1955 and 1956 at approximately. the current annual authori- 
zation rate of $22,500,000 as provided by the Federal-Aid Highway Act of 1954, 

A reduction of $15,900,000 is proposed in the contract authority provided by 
section 3 of the Federal-Aid Highway Act of 1952 for forest highways for the 1954 
fiscal year. That sum represents the unappropriated balance of the 1954 
authorization. 

Public lands highways 


ie Ge. 2 ACR ABA 28S Me sees $2, 000, 000 
I a ll I les ee tae eh ean 1 1, 000, 000 
a ied Le TMI ARS ape MA haghte SAMI ASR +1, 000, 00 


1 Proposed supplemental. 


No regular appropriation for the fiscal year 1955 was requested for public 
lands highways. However, following enactment of the Federal-Aid Highway Act 
of 1954 and the inclusion of the public lands highway program in the coverage of 
section 6 which extended contract authority to the direct Federal highway pro 
grams, applications from the various States for public lands highway projects 
were reviewed and the most deserving projects programed against the fiscal 
year 1955 authorization of $2,500,000. Tt is now anticipated a supplemental 
appropriation of $1 million will be needed during the current year to provide 
oes + the initial contract payments that will become due as work is accon- 
plished. 

The estimate for the fiscal year 1956 in the amount of $2 million will be required 
for liquidation of the remainder of the 1955 fiscal year contract authority and the 
first half of the 1956 authorization of $1 million. At the time the public lands 
highway program was reactivated the Bureau of Public Roads was holding 
applications submitted by the States totaling in excess of $8 million. 
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Summary of estimates 


FEDERAL-AID HIGHWAYS 


1. Grants for construction: 
(a) Primary highways 
(b) Secondary roads 
(c) Urban arterial routes _ 
(d) Interstate highways 
(e) Flood damage restoration 
(f) Bridges over dams 
2, Administrative expenses: 
(a) Administration 
(6) AASHO test road 


Total obligations 
Adjustments ! 


Appropriation or estimate 
FOREST HIGHWAYS 
1. Construction of forest highways. 
2. Administration 
3. Forest Service administration 


Total obligations 
Adjustments ! 


Appropriation or estimate 
INTER-AMERICAN HIGHWAY 


1. Construction of the Inter-American 
Highway 


2. Administration and engineering--.-- -- 


Total obligations 
Adjustments ! 


Appropriation or estimate 
PUBLIC LANDS HIGHWAYS 


Total obligations 
Adjustments ! 


Appropriation or estimate 


See footnotes at end of table, p. 581. 


Personal services 


Perma- | Average 


nent 
posi- 
tions 


number 
all em- 
ployees 


600, 000 
96, 115 


3, 046, 115 


00, 000 
5, 718 


20, 755, 718 

















6, 179, 341 
429, 341 


5, 750, 000 
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Summary of estimates—Continued 



























































1956 
Personal services | 
laastaiemieatieneeatneaeneat iw —— 1 
Perma- | Average | bad Total 
nent | number | Cost per =< 
posi- allem- | ' 
tions ployees | | 
=i; SS 
FEDERAL-AID HIGHWAYS | 
1. Grants for construction: | 
(a) Primary highways--_-__- i ee eee -o-] ares -----| $310, 000,000 | $310, 000, om 
(6b) Secondary roads. -.__.......--- Be es Se. A SSS So ee 205, 000, 00 
(c) Urban arterial routes_-_-_---- Naess lec aadacnen tare cae ke mann 170, 000, 000 170, 000, 0 
(d) Interstate highways____.......|.......--- SoS at SiS Sect 5 oe Se 140, 000, 00 
NR SR ao IES oc eee coue ase eee 2, 000, 000 2, 000, 000 
(f) Bridges over dams_________- SEE RSNA NS me 88 et Stee ae 700, 000 700, 000 
2. Administrative expenses: | 
(a) Administration. __..........-- 1, 925 1, 895 $10, 552, 000 1, 763, 000 12, 315, Ow 
py er no SIE Saren : se ease emesis sesese 350, 000 350, OO 
Total obligations__...___..-- 1, 925 1, 895 10, 552,000 | 829,813,000 | 840, 365, 0m 
pf eee Ss 5 oo oa soem os b SSR Std eth aipeEraeweelos Lae ASR -| —160, 365, 
Appropriation or estimate _--_____-- 1, 925 RR Rt os 2 ere eee 680, 000, 00) 
FOREST HIGHWAYS » MEW Hon Teta 
1. Construction of forest highways.---- 5 420 520 2, 350, 000 20, 650, 000 23, 000, 00 
it ce 120 112 600, 000 100, 000 700, 
3. Forest Service administration-_.___-_- 7 14 94, 282 5, 718 100, 
Total obligations 547 646 3, 044, 282 20, 755, 718 23, 800, 00 
ee | EOS eee ee 85 eee Sb canna SE Ta +1, 200,00 
Appropriation or estimate _--_---_- 632 POW ssc cctseee Fee an neo 25, 000, 000 
INTER-AMERICAN HIGHWAY | #£| #2| | Aen 
1. Construction of the Inter-American 
Sg 2s ann finest 30 42 236, 000 5, 264, 000 5, 500, 000 
2. Administration and engineering------- 25 26 174, 000 76, 000 250, 000 
TR ME oecc ec coe cecuskcs 55 68 410, 000 5, 340, 000 5, 750,00 
I Serta sankd0d5.ccpceseebabcmseCcbeee seen aeu inde CRs cena eas aeae eens z 
Appropriation or estimate ----_---_-- 55 68 Lest sn ete Wee ee ee ee 3 5, 750,00 
PUBLIC LANDS HIGHWAYS | ; oes mg 
UIE pa dopecntncccdannnivnon 8 6 25, 000 | 975, 000 1, 000, 000 
I eee econ tis ccna inalarécausisceeenes Becnrtszh: say 2brecccececsemed +1, 000, 
Appropriation or estimate.......-- 8 oe) 2, 000, 
| | = ss 


See footnotes at end of table, p. 581. 
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Summary of estimates—Continued 


Increase (+-) or decrease (—) 1956 over 1955 


Personal services Employ- 
sa ment, 

| | Nov. 30, 

Perma- | Average . ed Total | 1954 

nent | number| Cost cos 

posi- all em- 

tions | ployees 





| 
| 





FEDERAL-AID HIGHWAYS 
1. Grants for construction: | 
(a) Primary highways - -- calae ea +$25, 000, 000 | 
(b) Secondary roads____- ad +20, 000, 000 | 
(c) Urban arterial routes_|___----._- De oreaaaitdas 
(d) Interstate highways-_-|_________- 
(e) Flood damage res- 


(f) Bridges over dams- - - 
2, Administrative expenses: | 

(2) Administration _ _--_-| +124, 369 

(6) AASHO test road +350, 000 





Total obligations _ __| +391, 631 +120, 474, 369 |+-120, 866, 000 | 
Adjustments ! +59, 134, 000 | 


Appropriation or estimate. 








FOREST HIGHWAYS 


1. Construction of forest high- 
rays 

2. Administration - : 

3. Forest Service administra- 
MDs st dudn pn sedate 


SHH 
se 


3 | ga 





Total obligations.._....___|____-.-_-- | Ot —1, 833 | 
AGjnaimeetas *. . 26201 25s... 2-+------|--------- sche : +10, 001, 833 





' 


Appropriation or estimate aad 7 , +10, 000, 000 














INTER-AMERICAN HIGHWAY 


1. Construction of the Inter- | 
American Highway. -_----_}--..------ Shela Racine —429, 341 
2. Administration and engineer- | 
ME. 185 Sie5 J bd —1 





| 


' Adjustments include applicable reimbursables and consist of all items between the first and last lines of 
“Amounts available for obligation schedule’’ of the budget. 

* Excludes proposed 1955 supplemental estimate of $100 million. 

* Excludes proposed 1955 supplemental estimate of $4 million. 

‘ Excludes proposed 1955 supplemental estimate of $1 million. 











Total obligations 
Adjustments ! 





| 
Appropriation or estimate _|__ —2 |__ 


| 








PUBLIC LANDS HIGHWAYS | 





\ —6 | 


Total obligations- 


| 
—25,000 | —1, 475, 000 | 
Adjustments !_____ Sa : ; 


Appropriation or estimate 


| | 
6 |.. gli kal) \o_ Ji. 
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Freperat-Aip Highways 


Amounts available for liquidation of obligations incurred under contract 
authorizations 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 

















1954 actual | 1955 estimate | 1956 estimate 

Appoaintion OF GI oan Sos ind scesdeks ntececcbucscdees $530, 000, 000 | $500, 000,000 | $680, 000, 000 
Balance of appropriation to liquidate, brought forward from 

EE Gis iiniek ness cavdivitionicnseicsstivcansduwiesbcwvesse’ 1, 390, 518 a 

IG ou iW h otters user cnta veces inetennnsees 531, 390,518 | 500, 398, 210 680, 000, 000 

I eles endinis cath «coke ncancnueennkewes —530, 992, 308 |—500, 398, 210 | —680, 000, 000 
Amounts available in excess of requirements carried 

forward to subsequent year-.-.-...--..----------------- SOR BID feo casdegonsons ead lhe dhhhy= sews 








Amounts available for obligation 





1954 actual | 1955 estimate | 1956 estimate 


Contract authorization (permanent definite) (Public Law 


ee Se eae) eee $585, 000, 000 | $885, 000,000 | $885, 000, 000 
Unobligated balance brought forward_-.-...........------------ 734, 684,114 | 701, 622, 356 859, 122, 897 
Reimbursements from non-Federal sources--.-__--....-.--------- Ui, GD jonce tii 30, 000 
Reimbursements from other accounts_-.........-..------------ 81, 657 85, 000 85, 000 
I ici Ai cictcmaakatontniie we cnutia ines an ctnedewssamclke ess ae. —8, 700, 000 
Administrative cancellation (unobligated balance, estimated 

i i SE as —7, 455, 804 | —8, 085, 459 —8, 000, 000 

Total available for obligation..............----.-------- 1, 312, 321, 392 |1, 578, 621, 897 | 1, 727, 537,897 


I iin nncntnsin tac awigdcubesipiaeds —610, 699, 036 |—719, 499, 000 | —840, 365,000 
Unobligated balance carried forward _--.--.......-------- 701, 622,356 | 859, 122, 897 887, 172, 897 





Note.—Reimbursements from non-Federal sources are derived from the proceeds of sale of personal 


property (40 U.S. C. 481 (e)). 
Obligations by activities 











Description 1954 actual | 1955 estimate | 1956 estimate 
1. Grants for construction: 
Oe en I rnc cmbatincsentaseseanenreawratet $253, 937, 825 | $285, 000,000 | $310, 000, 000 
rn eae ihn ne nina Rebeca 169, 330, 494 | 185, 000, 000 205, 000, 000 
(o> Tei SEN SOD, hncencune castnecssensenecnsecs 147, 072,955 | 155, 000, 000 170, 000, 000 
es onc cnecepasinbeacnhasdisenanass 24, 591, 393 80, 000, 000 140, 000, 000 
(e) Fiood Gamage restoration... .............-..----.<< 1, 768, 509 2, 000, 000 2, 000, 000 
CF) rs akan che Eke ecdpaewsese 2, 536, 189 700, 000 700, 000 
2. Administrative expenses: 
IIIS ivsinaingthddinsibacbenhaiahieeeaasnine 11, 461,671 | 11, 799, 000 12, 315, 000 
(b) American Association of State Highway Officials 
PE ins cctlicidentnerdbansucheenncodundeneceenleqhbutuscedeeniassuatuanceue 350, 000 
etinetions WII OE 66s sim cnc snnninnsin teas date 610, 699,036 | 719, 499, 000 840, 365, 000 
Obligations by objects 
Object classification | 1954 actual | 1955 estimate | 1956 estimate 
| 
BUREAU OF PUBLIC ROADS 
Total number of permanent positions. --..............------.- 1, 875 1,875 1, 925 
Full-time equivalent of all other positions...................-- 12 15 15 
Average number of all employees. --....-..-.......-.---------- 1, 836 1, 845 1, 895 
Number of employees at end of year. .-.-......---.----------- 1, 799 1, 890 1, 910 
Average salaries and grades: ; 
General schedule grades: . 
Sa sn pts eA ce ka a ceed $5, 488 $5, 554 $5, 597 
IDs 5. ic wi carcancndnetasindecaisbavacséeuuas GS-8.1 GS-8.1 GS-41 
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Obligations by objects—Continued 


Object classification 


BUREAU OF PUBLIC ROADS—Ccontinued 


Personal services: 
Permanent SE, $5 Wadd uolnk ctcceeesnhones 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 
Travel 
Pree 5 picid a cuddcgseenneaaneded 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments... .-.---.-.-- ial hilacae araninaneodadaitnina arena 


Obligations incurred 


ALLOCATION TO BUREAT OF STANDARDS, DEPARTMENT OF 
COMMERCE 


07 Other contractual services 


ALLOCATION TO COAST AND CEODETIC SURVEY, DEPARTMENT 
OF COMMERCE 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year 


General schedule grades: 
Average salary.....-....-. dcitesdeninnsiiadd weldaceiieehaparicnapedite 
Average grade 


Ql Personal services: 
Permanent positions 
Payment above basic rates 


Total personal services 
08 Supplies and materials 
15 Taxes and assessments 


Obligations incurred 
SUMMARY 


Total number of permanent peas 

Full-time equivalent of all other positions............- bisdaleon nia 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 


Permanent itions 


Positions other than permanent___........---.-------- 


Regular pay in excess of 52-week base 
Payment above basic rates 


: Total personal services 
Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 

' Other contractual services 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments 


Obligations incurred 





1954 actual 


9, 969, 677 
405, 353 
40, 015 
118, 601 
247, 240 
65, 574 
308, 302 
171, 519 
94, 719 
599, 237, 365 
277 

7, 765 


610, 666, 407 


1955 estimate | 1956 estimate 


$10, 422, 000 
40, 000 
35, 000 


10, 552, 000 
450, 000 
55, 000 
127, 000 

















$5, 488 | 
Gs-8.1 | 


$9, 881, 623 
41, 500 
37, 596 
34, 239 


| 9, 994, 958 


405, 353 
40, 015 
118, 601 





247, 240 

65, 574 

311, 524 
175, 519 
94,719 

599, 237, 365 
277 


7, 891 


610, 699, 036 





BZ i egnk 


crs 
NS 


Bee 








aveewre Ftsaryes C.f8 74 Ur oP hit 2? 


a7 


ete eg mF bere Fe 


584 


Mr. Preston. Turning now to “Federal-aid highways,” we will 
insert in the record at this point the tables on pages 1007 and 1009. 
(The tables are as follows:) 
FepreraALt-Arip Hieauways 


Summary of estimated obligations 



































wri | Actual, 1954 | Estimate, 1955 Estimate, 1956 | Em. 
| iia diel epee a 
} | | | ment 
| No- 
| P Aver-| . Aver- Aver- Pies, 
osi-| age ‘osi-| age Posi-| age 
tions |jnum- Cost tions |num- Cost tions |num- Cost ~ 
ber ber ber 

} it 7 

Se ia 83 a 
| } j — 

Personal services: | | 
Permanent-.._/|1, 883 /|1, 829 $9. 953, 458 |1, 876 |1, 830 | $10, 105, 369 {1,925 |1,880 | $10, se 000 | 1,712 
Other... _. | 31 | 12 41,500} 34| 15) 55,000} 30} 15 5,000 | ° 
a trae — ery ee ee ee 
To........1h eee II, 841 9, 994, 958 (1,910 |1, 845 10, 160, 369 |1,955 |1, 895 10, 552, 000 | 1,732 
Other objects- 600, 704, 078 | 709, 338, 631 |... __- 829, 813, 000 |... 
|__| — ___ - - — aaa 

Total obli- | 

gations__ il, 914 |}, 841 | 610, 699, 036 |1,910 |1,845 | 719, 499,000 |1,955 |1, 895 840, 365, 000 |____.. 











Obligations by activities 


1955 estimate! 1956 estimate 

















Activity | 1954 actual 
1. Grants for construction: | 
(a) Primary highways---__----- asc tee eeel | $253, 937, 825 | $285, 000,000 | $310, 000, 00 
ee cet eesnt ee sccete _| 169, 330, 494 185, 000, 000 205, 000, 000 
(c) Urban arterial routes_- : Seer Se ee 147, 072, 955 155, 000, 000 170, 000, 000 
(d) Interstate highways. _____-_- Ee Sori er inks she 24, 591, 393 80, 000, 000 140, 000, 000 
(e) Flood damage restoration__________- Spat eae et 1, 768, 509 2, 000, 000 2, 000, 0M 
(f) Bridges over dams-_-_-_-__-.------ sean eecas eh asks 2, 536, 189 700, 000° 700, 000 
Total, grants for construction -_--.-.........-.-.-- 599, 237, 365 | 707, 700, 000. __ 8217 700, 000 
2. Administrative expenses: : 
Sy En ben eens eee ee 11, 461, 671 11, 799, 000 12, 315, 
(6) American Association of State Highway Officials 


Sn a ha ad ne ee ES Fale ee oR Oe Oe re ee 350, 00 


Total, administrative expense_-___._........._-- 11, 461, 671 11, 799, 000 12, 665, 5, 
Grand total. _._.___- ee ee 610, 699, 036 | 719,499,000 | 840, 365, 00 








Mr. Tuomas. It should be noted in the record at this point that the 
appropriation for fiscal year 1955 includes a deficiency item of $100 
million which brings the sum total for 1955 in appropriated funds to 
$600 million against a request for fiscal year 1956 of $680 million. 1: 
that correct? 

Mr. Curtiss. The supplemental was $95 million. 

Mr. Tuomas. $95 million rather than $100 million. 
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ADMINISTRATIVE EXPENSES 


What is your administrative cost for fiscal year 1955? I notice 
that your cost for personal services is $10,160,369, and you set out 
other objects of $709 million. Then in some table I found in here 
vou had administrative costs of $12 million plus. What makes the 
difference between the $10 million plus for personal services and the 
$12 million plus for total administrative costs? 

Mr. Curtiss. That is made up of different items, travel, transpor- 
tation of things, communication services, and so forth. 

Mr. Toomas. Where is the breakdown of that? 

Mr. Curtiss. Page 1020. 

Mr. Tuomas. We will insert page 1020 in the record at this point. 

(The page referred to is as follows:) 
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Mr. Tuomas. That shows that your entire administrative cost for 
1956 is $12,315,000 of which $10,552,000 is for personal services. 

Mr. Curtiss. Yes, sir. Lanes 

Mr. Tuomas. And that will give you 50 additional positions for 
1956 over 1955, which will bring your total employment for 1956 
up to 1,925. Is that correct? 

Mr. Curtiss. That is correct. 


ALLOCATION OF FUNDS IN URBAN AREAS 


Mr. THomas. What is the formula that you use in your new bill 
in the allocation of funds for rights-of-way in and out of urban centers? 

Mr. Curtiss. You mean the urban funds? 

Mr. Tuomas. Yes. 

Mr. Curtiss. The urban funds are apportioned on the basis of 
population of urban areas of 5,000 or more in each State to the total 
population of such areas in the United States. 

Mr. THomas. Mathematically, how does it work.out in a town, say, 
of 100,000? 

Mr. Curtiss. Weil, the division of the fund within each State is 
under the control of the State highway department. The apportion- 
ment is made to a State. 

Mr. Tuomas. I understand that. Say in my State of Texas there 
is a city of 100,000 population and you are going to go through, say, 
10 miles of urban area. How does that contribution for that 10 miles 
break itself down to 10 miles, in purely an agricultural section? 
+ Mr. Curtiss. I am not sure I get your question, Mr. Thomas, but 

the projects are selected by the State highway departments and we 
participate in the cost to the extent of 50 percent in both the right- 
of-way, if the State claims it, and construction. 

Mr. Tuomas. The formula of 50 percent holds true all the way 
through, then? 

Mr. Curtiss. Yes. There is an exception to that in the so-called 
public-lands States in the West, where the Federal-aid percentage is 
increased by one-half in the ratio of the area of unreserved public 
lands and untaxable Indian lands in the State to the total area of 
the State. 

EFFECT OF PENDING LEGISLATION 


Mr. Tuomas. You alluded a while ago to the bill now pending 
before the Public Works Committee of the House. In what respects 
does that bill vary from the budget now presented here? 

Mr. Curtiss. It does not vary in any respect. It merely brings 
together in one package all of the present effective provisions of the 
previous legislation. 

Mr. Tuomas. Does it vary dollarwise? 

_ Mr. Curtiss. No, sir. It continues the authorizations that remain 
in the previous act. It has no effect on that. 

Mr. Tuomas. This is a far cry from the administration’s public 
roads program, then? 

Mr. Curtiss. Well, there is another bill before the Public Works 
Committee of the Senate, several of them, that would materially in- 
crease the Federal-aid highway program. 
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Mr. Tuomas. If any of those were to be passed, then, this littl 
item goes by the board? Is that right? 
Mr. Curtiss. No. We would need these funds to carry on the 
regular program. 
STATUS OF OBLIGATIONS 


Mr. THomas. I do not quite understand that. None of these 
funds that you are seeking, this $680 million, have been allocated or 
committed, have they? 

Mr. Curtiss. Yes. Practically all of them are allocated. As soon 
as an authorization is apportioned the States submit projects and 
those projects become a Federal obligation when approved. 

Mr. Tuomas. I understand that. 

Mr. Curtiss. Our obligations are far ahead of our cash. 

Mr. Tuomas. This is merely to liquidate your obligations? 

Mr. Curtiss. That is correct. 

Mr. Tuomas. Have you obligated all your contractual authority in 
the last appropriation bill? 

Mr. Curtiss. No. On April 1 we had a balance of $585 million not 
programed and $1,012 million not covered by approved plans. 

The first step in taking up Federal aid is submission of a program 
listing the projects, location, and so forth. The next step is the 
submission of plans. We have considered that the approval of a set 
of plans sets up a definite obligation. 

Mr. THomas. What is remaining in the contractual authorization 
we will call it, that has not been approved or obligated? 

Mr. Curtiss. On April 1 it was $1,012 million. 

Mr. Tuomas. $1,012 million? 

Mr. Curtiss. Yes, sir. 

Mr. Tuomas. What is this figure of $585 million? 

Mr. Curtiss. The difference between those figures is the amount 
set up now in programs that have not advanced to the approved plat 
stage. The States have not submitted plans for some $427 million. 


Forrest Hignways 


Amounts available for liquidation of obligations incurred under contract authorization 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual 1985 estimate 1956 estimat 














| 


Appropriation or estimate _ - i | $15, 000, 000 | $15, 000, 000 $25, 000, 0 
Balance of appropriation to liquidate, brought f forward from | | 





prior year... ___. 8,639,480 | 3,047,003 |. 
Total available __- 23, 639, 480 18,047,003 | 25, 000, (t 
Total expenditures. ___ ie : sf —20, 592, 47 | —18, 047, 003 — 25, 000, 0 


Amounts available in excess of requirements, carried 
forward to subsequent year. : picket 3, 047, 003 
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Amounts available for obligation 


1954 actual | 1955 estimate 


Cor itr act authorization (permanent definite) (Public Law 350) $22, 500, 000 $22. 500, 000 
inobligated balance brought forward 32. 209. 126 37 402 472 
Reimbursements from non-Federal sourees 66. 162 7 OW) 
Reimbursements from other accounts 1, 207. 865 930 00K 
Proposed rescission 

Total available for obligation 62, 073. 153 60, 902. 472 
Obligations ineurred —24. 670, 681 | —24, 801, 833 


Unobligated balance carried forward 37, 102, 2, 47 36, 100, 639 


Notr.—Reimbursements from non- Federal sources above are derived from State and loe 
pursuant to Public Law 471, approved July 2, 1954 (68 Stat. 428), and from the proceeds of 
property (40 U.S, ©. 481 (e)). 


Obligations by activities 


Description 1954 actual | 1955 estimate 


Direct Obligations 
. Construction of forest highways $22, 618, 183 $23, 000, 000 
2, Administration - - - - 592,.634 700, 000 
3. Forest Service administration - 95, 837 101, 833 
Total direct obligations 23, 306, 654 23, 801, 833 


Obligations Payable Out of Reimbursements 


Construction of forest highways 1, 362, 295 , 000, 000 
2, Administration 5 5 


Total obligations payable out of reimbursements 1, 364, 05 000, 000 


Obligations incurred 24, 670, 6: 24, 801, 833 


Obligations by objects 


Object classification 1954 actual 1955 estimate 


RUREAU OF PURLIC ROADS 
Summary of Personal Services 


Total number of permanent positions_ 
Full-time equivalent of all other positions__-_ 
Average number of all employees. 

Number of employees at end of year _- 


Average salaries and grades: 
General schedule grades: 
Average salary --- -- $4, 424 $4, 476 
Average grade__ _- / apie GS-6.6 GS-6.6 
Ungraded positions: Average salary _- 5 eel $5, , 025 | $5, 025 
Personal service obligations: 
Permanent positions -_----- sa $2, 555,220 | $2,722,000 
Positions other than permanent ms - 522, 410 530, 000 
Regular pay in excess of 52-week base - Jateniiget saaall 9, 827 10, 700 
Payment above basic rates___- ‘ ita 117, 639 | 137, 300 


15, 900, 0% 


, 700. 834 
24, S00, OOF 


L&. OY), ABS 


il government 
sale of personal 


1956 estimate 


$23, OOO, OOK 


TOO, OM 


LOO, OO 


23, S00, O00 


1, OOO, OF 


1, OOO, OOF 


24, 800, O14 


1956 estimat« 


$4, 557 
GS-6.6 
$5, 025 


$2, 759, 000 
493, 000 

10, 700 

137, 300 





Total personal service obligations Bs 3, 205, 096 | 3, 400, 000 


Direct Obligations 


PUPOGINN GENIN 63 5-50n-nae->-=* oh el yas 2, 722,117 | 2, 950, 000 
Travel__ : ‘ 247, 155 266, 000 
T ransportation of things- =e aoe st 23, 133 31,000 
Communication services- Be Keei dena 18, 925 19, 000 
Rents and utility services................-.---- 153, 550 156, 000 
Printing and reproduction -- cians eee 11, 276 16, 000 
Other contractual services eae Sioa 273, 646 305, 000 
Supplies and materials___- i icckwis j wbeed 453, 013 450, 000 
Equinme@it............... Sie enue Le ‘ 185, 471 300, 000 


61922—55——_38 


2, 950, QUO 
266, 000 
31, 000 

19, 000 
156, 000 
16, 006 
305, 000 
450, 000 
300, 000 
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Obligations by objects—Continued 

——_ 
Object classification | 1954 actual | 1955 estimate | 1956 estima, 

jensen ctccichanseutstchniesliadiateeeess 1 










BUREAU OF PUBLIC ROADS—continued 
Direct Obligations—Continued 





































































90 1 RANES O00 CDIIO 6 nn cispoti en cimescnan-santesctenn $19, 103,492 | $19,183,000 | $19, 183, 4 ol 
15 Taxes and assessments................-------------------- 20, 997 24, 24, Oy 02 
— 8s 
Subtotal... .....------nenosen-coreseoecccecceeeceeen sone 23,212,775 | 23, 700, 000 23, 700, Oy 04 
Deduct charges for quarters and subsistence. ..............._. RIE beatppatnee bn saAsinne te 05 
PTT he hak ae ae 06 
ee icin scicnkcniekbenewacdndeesteeennes 23, 210, 817 23, 700, 000 23, 700, Oop 07 
Obligations Payable Out of Reimbursements 09 
CNN sc ciacdacsneneenininisibiipdebenransiaess 482, 979 450,000 450,00 12 
Oe, SS 104 ctcsn ati bisnadndusdeimmeeedacehenenimncees 5, 131 4,000 4,000 
OS Trnmperiatien GF Chins ..........sccnsidc keke les aces 12, 869 12,000 12,00 
04 Communication services..............--.-.-.------------- 2, 815 3,000 3, 00) De 
OR ee I MI on niccccuscndacdaccsvatsuatace 11, 563 14, 000 14, 00) 
06 Printing and reproduction.--................-.-----.-..-- 704 1,000 1,00) 
Oe ee ee BT io oc cttcnicceinscccecccncsnssuccs 417,759 70, 000 70,00) 
ie RR Ieee. 271, 665 275, 000 275, 00 
a5 dentate’ aicnscaledadin idbeuighianieon nna dediens. 157, 638 170, 000 170,00) 
EET EI 904 1,000 1,00 01 
Total obligations payable out of reimbursements... -___- 1, 364, 027 1,000, 000 1, 000, 00 a 
——SS—=== —_— L—_ SSE — 
ODN SIRIE DROUIINE sian ssinci sn stcnddimntomscnn<cuncs 24, 574, 844 24, 700, 000 24, 700, 000 $s 
ALLOCATION TO FOREST SERVICE, DEPARTMENT OF > 
AGRICULTURE 08 
Total number of permanent positions.-...-..............._..- 6 7 ? 7 
Average number of all employees. -_---...-...----...--.--.--- 13 14 1 
Number of employees at end of year. .-.........----.......--. 20 21 HH 
Average salaries and grades: * _ 
General schedule grades: 
EE cencncdiphcnenhsssandabeupenadcdbertcdeslae $5, 966 $5, 666 $5, 668 - 
eo Sinn tas Sas ea ese asses Sencensss GS8-8.8 GS-8.9 GS-4 
01 Personal services: iil 
I I ii dic nce Rtinimenmencqeie cient $87, 811 $94, 149 $92, 315 q 
Positions other than permanent._.-......-.....-.__.-- 364 426 43 
Regular pay in excess of 52-week base...----......-..-- 323 371 7 
Payment ahove basic rates..................-........- 1, 616 1, 169 1, 16 fi 
Total personal services.................<-.----....... 90, 114 96, 115 4, 281 } 
ee RN Sp cian ashe Paentcanccabcomagiesccendcbeacsauacn’ 2, 720 4, 213 4,213 
Oe St I aa wien ccintivneeiovesicesnccucceues 24 40 4 
CF OR CO BI a oo ce isi dds ewecesccecnensacce BE bos eenscseniin A beaiiee . \ 
SHIR critica sn onckacbboqubsebeukeeusvennts 646 1, 465 1, 465 ‘J 
Soe "Aan IE aarti or nietcewnnn De Poaletnn cen Kesulk iemanntssd ; I 
CR NE 8 eso. BRE 95, 837 101, 833 100, 000 ( 
SUMMARY ] 
Summary of Personal Services 
Total number of permanent positions..............__________. 632 632 632 
Full-time equivalent of all other positions............__________ 163 163 151 
Average number of all employees__.............-...--_______- 738 768 5 
Number of employees at end of year.............._.___._____. 942 981 962 ‘ 
Average salaries and grades: a ; 
General schedule grades: : 
in nell iat co ninniccnbiainasvvcakes kcceces $4, 442 $4, 492 $4, 572 i 
RI a, ii i ee I GS-4.6 GS-6.6 GS-5 ‘ 
Ungraded positions: Average salary............._.._._________ $5, 025 $5, 025 $5, 025 ; 
——————— SSS —————— | { 
Personal ser vice obligations: 4 ‘ 
Permanent positions.................- SdskuAiaenceata> eo $2, 643, 031 $2, 816, 149 $2, 851, 316 
Positions other than permanent__._...-___._____ Ce ae 522, 774 530, 426 493, 425 
Regular pay in excess of 52-week base._...........________ 10, 150 11, 071 11, 071 
PPAPMIONE HUTS WNC THEI. 5 cs ecckc ene seanecccess 119, 255 138, 469 138, 409 | 
Total personal service obligations..............__....__- 3, 295, 210 3, 496, 115 3, 494, 282 } 
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Obligations by objects—Continued 
—- | 
Object classification 1954 actual | 1955 estimate | 1956 estimate 
| ———E 
SUMMARY—continued 
Direct Obligations 


Personal services $2, 812, 231 
Travel 249, 875 
Transportation of things ; 23, 133 
Communication services 18, 949 
Rents and utility services i 
} Printing and reproduction 11, 276 
Other contractual services - - 275, 974 
Supplies and materials__- 3 453, 659 
Equipment 185, 471 
Lands and structures. -.- 19, 103, 492 
Taxes and assessments 21, 002 


Subtotal 23, 308, 612 
Deduct charges for quarters and subsistence . 1, 958 


Total direct obligations 23, 306, 654 
Obligations Payable Out of Reimbursements 


Personal services 

Travel 

Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 

09 Equipment 

Taxes and assessments 


aSSSSRRERES 


Total obligations payable out of reimbursements 








Obligations incurred 24, 670, 681 | 24, 801, 833 


Mr. Tuomas. What about your forest highways, for which you re- 
quest $25 million? Have you obligated all your authority there? 

Mr. Curtiss. That is covered in the general statement that was 
filed and I would like to touch on that subject if you are through with 
Federal aid. 

Mr. Tuomas. Yes. I notice here you say the estimate for fiscal 
year 1956 represents the estimated cash needs during the year for 
payment of contractors’ claims for work accomplished, plus the cost 
of administering the program by the Bureau of Public Roads and the 
Forest Service. Go ahead. 


GENERAL STATEMENT 


Mr. Curtiss. The appropriation for forest highways is made for the 
construction and improvement of roads on the forest highway system. 
There are about 24,000 miles in the forest highway system, much of 
it in the West. Approximately 75 percent of the forest highway 
system consists of connecting links in the Federal-aid primary or 
secondary highway systems and some 800 miles are a part of the inter- 
state highway system. 

Our original 1955 appropriation for forest highways was based on 
a rather limited program. However, the Federal-Aid Highway Act 
of 1954 gave contract authority for forest highways similar to the 
contract authority we have for Federal aid. Section 6 extended that 
authority to the 1955, 1956, and 1957 fiscal year authorizations. 
This permitted an acceleration of the program and has enabled us 
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to go ahead with a full program and will in the future permit us t 
have a program that will require cash to liquidate the obligations of 
$20 million to $25 million each year. 


STATUS OF OBLIGATIONS 


Mr. Tuomas. Has all your contract authority been obligated? 

Mr. Auten. No, sir. It has not all been obligated. There js 
$4,614,000 that is available for obligation. 

Mr. THomas. I presume you intend to obligate that? 

Mr. Aten. Between now and June 30; yes, sir. 

Mr. THomas. Any questions, Mr. Rooney? 

Mr. Roonry. No. 

Mr. THomas. Mr. Yates? 

Mr. Yates. No. 

Mr. Tuomas. Mr. Clevenger? 

Mr. CLEVENGER. No questions. 

Mr. THomas. Mr. Bow? 

Mr. Bow. No questions. 

Mr. Tuomas. Mr. Horan? ; 


ADMINISTRATIVE COSTS 


Mr. Horan. Mr. Chairman, I would like to ask one question. 

Mr. Tuomas. Surely, Mr. Horan. 

Mr. Horan. I rather like the arrangement vou have with the States, 
but I should think that would be reflected in lesser administration 
costs in the Bureau of Public Roads. 

Mr. Curtiss. You are referring to the forest highways item? 

Mr. Horan. No, | am referring to your overall administration 
where you leave most of the programing to the State highway com- 
missions. 

Mr. Curtiss. Our administrative costs estimated for 1956 are 
about 1.8 percent. 

Mr. Horan. 1.8 percent? 

Mr. Curtiss. Yes, sir. 

Mr. Horan. Has that decreased over the years? 

Mr. Curtiss. Yes. They have averaged 2.67 percent in the post- 
war period. 

Mr. Horan. Can we look forward to a decrease in the cost of admin- 
istration in the Federal Bureau of Public Roads? 

Mr. Curtiss. I think, Mr. Horan, as our program increases, we 
can expect a reduction percentagewise in our administrative costs. 
Of course salary increases tend to offset that to a certain extent. 

Mr. Horaw. I do like your overall policy of leaving the respons- 
bility to the States. I think it relieves you of a lot of headaches. 

Mr. Curtiss. That is unquestionably the case. 


— 
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Pustic LANDS Hicguways LiquIDATION OF CONTRACT AUTHORIZATION 


| Amounts available for liquidation of obligations incurred under contract authori zations 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate 1956 estimate 


Appropriation or estimate. _........_._._.. ee ch NTE Liiiwcasstticiaes $2, 000, 000 
Balance of appropriation to liquidate, brought forward from | } 


| 
i 


780, 109 
Total available / 1, 750, 000 | 780, 109 | 2, 000, 000 
Total expenditures Satie eaceaieneaenn iam —969, 891 —780, 109 
Amounts available in excess of requirements, carried 
forward to subsequent year_._............____--- 780, 109 |___- 





Amounts available for obligation 


| 1954 actual | 1955 estimate! 1956 estimate 


Contract authorization $4, 500, 000 |... 

Unobligated balance brought forward ; 1, 187, 331 $4, 500, 001 $2, 000, 000 
4, 500, 001 2, 000, 000 
—1, 000, 000 


Total available for obligation __...__.....____- ; 5, 687, 331 
Obligations incurred Se a i Re ie —1, 187, 330 —2, 500, 001 


Unobligated balance carried forward 4, 500, 001 2, 000, 000 1, 000, 000 
} 


Obligations by activities 


Construction of highways on public lands: 
._.-- $1, 187, 330 
_. 2,500, 001 
1, 000, 000 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 





Total number of permanent positions 

Full-time equivalent of all other positions... .______-- 
Average number of all employees. ---_......-....---------- 
Number of employees at end of year- 


Average salaries and grades: 
Generalyschedule grades: 
Average salary . $3, 935 | 
a aie rns GS-6.0 | 


Personal services: 
po EEE ee ee $7, 449 
Positions other than permanent saul 2, 148 
Regular pay in excess of 52-week base 7 a a 
Payment above basic rates 2, 452 





; Total personal services----- me! 12, 049 
2 Travel eben 200 
Communication services sane 19 100 
) Rents and utility services Snead oo] 
06 Printing and reproduction TE beck ace caitt al 
07 Other contractual services are = 2, 980 ’ 4, 000 
089 Supplies and materials___.................-.-------------- 530 200 
10¥ Lands and structures. ...........--------------- cnececeel  e $ 970, 000 
15 [Taxes and assessments ; 12 Ee 26 
Obligations incurred _-| 1, 187, 330 2, 500, 001 | 
} 
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Mr. Tuomas. We will now turn to ‘Public lands highways, liquids. 
tion of contract authorization.” 

We will insert in the record at this point pages 1059 and 1060. 

(The pages referred to are as follows:). 


Pusiic Lanps Hicuways, 1956 


Summary of estimated obligations 





Actual, 1954 Estimate, 1955 Estimate, 1956 


Personal services: 
Permanent..........- 








EXPLANATION OF NEW LANGUAGE 


The Federal-Aid Highway Act of 1952 authorized $2,500,000 for each of the 
fiscal years 1954 and 1955. The Federal-Aid Highway Act of 1954 authorized 
$1 million for each of the fiscal years 1956 and 1957. Section 6 of the latter act 
provides contract authority for the funds authorized for the fiscal years 195), 
1956, and 1957. 

A supplemental estimate will be required for fiscal year 1955 in the amount of 
$1 million to liquidate a portion of the fiscal year 1955 contract authority. The 
proposed language provides for an appropriation to liquidate the remainder of the 
1955 authorization and a portion of the 1956 authorization. 


GENERAL STATEMENT 


Mr. Tuomas. Give us a brief statement on this item. 

Mr. Curtiss. This same section 6 of the Federal-Aid Highway Act 
of 1954 provided contract authority for the 1955 authorization of 
$2.5 million for public lands highways as well as the authorizations 
contained in section 5 of that act of $1 million for each of the fiscal 
years 1956 and 1957. We proceeded to let contracts to the full 
amount and will need the amount of the estimate to discharge those 
obligations. 

Mr. Tuomas. And does that wind up all your contract authoriza- 
tions of $2.5 million? 

Mr. Auten. That takes care of the $2.5 million contract authoriza- 
tion for 1955, but there is an additional contract authorization of $1 
million for fiscal year 1956. 

Mr. Tuomas. And also for 1957? 

Mr. AuLEeN. That is correct, sir. 

Mr. Tuomas. We will insert in the record at this. point page 1062 
and page 1064. 

(The pages referred to are as follows:) 
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Pusuic Lanps HiegHways 
AUTHORIZATIONS AND APPROPRIATIONS 


Section 8 of the Federal-Aid Highway Act of 1952 authorized appropriation of 
9.500,000 for each of the fiscal years 1954 and 1955 for the survey, construction, 
econstruction, and maintenance of main highways through unappropriated or 
nreserved public lands, nontaxable Indian lands, or other Federal reservations. 

ction 5 of the Federal-Aid Highway Act of 1954 provides for continuing the 

nnual authorizations at the rate of $1 million for each of the fiscal years 1956 
nd 1957. 

Section 6 of the Federal-Aid Highway Act of 1954 provides contract authority 
or the 1955 authorization of $2,500,000 for public lands highways, as well as the 
uthorizations contained in section 5 of the same act of $1 million for each of 
he fiscal years 1956 and 1957. 

Following is a summary of the authorizations, appropriations, and unappro- 
briated balance of each fiscal year authorization which is still active: 


- : * Appropria- | Unappropri- 
Fiscal year authorization Authorized ‘tens | oted babunes 


$1, 500, 000 
1, 000, 000 
1, 000, 000 


i Proposed supplemental estimate for 1955 fiscal year, 
DESCRIPTION OF PROGRAM 


Public lands highway funds are provided for the construction and improve- 
ent of highways through public lands in those States with large areas of such 
ands. These funds are made available on the basis of the needs in the various 
states, as determined by the Commissioner of Public Roads, upon application 
f the highway departments of the respective States, and without regard to the 
aw requiring apportionment of regular Federal-aid funds to the States on a 
rescribed formula. 

Following is the status, as of December 1, 1954, of the improvements which 
e being financed from the public lands 1955 authorization: 





Total allocated 


: Plans ap- 

Miles Allocated,| Pro- | proved; | Under 
not pro- | gramed not under} con- 
gramed only con- struction 

struction 














‘Estimated mileage 
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Mr. Tuomas. In this table on page 1064 you set out the routes and 
the mileage. 

Mr. ALLEN. Yes, sir. 

Mr. Tuomas. And the cost. 

Mr. ALLEN. Yes, sir. 

Mr. Tuomas. And that is all for 1955? 

Mr. Auten. That is all the contract authority for 1955; yes, sir. 

Mr. Tuomas. Any further questions? 

Mr. Horan. Off the record. 

(Discussion off the record.) 


RepuctTIons IN Contract AUTHORIZATIONS 


_ Mr. Tuomas. We will insert in the record at this point the language 
in the committee print at page 144: 


REDUCTION IN CONTRACT AUTHORIZATIONS 


Bureau of Public Roads: The unobligated balances of contract authorizations 
provided in section 4 of the act approved June 8, 1938, and section 9 of the act 
approved September 7, 1950, as amended by the act approved October 15, 1951, 
are hereby canceled. 

The authorization in section 3 of the Federal-Aid Highway Act of 1952 for 
forest highways for the fiscal year ended June 30, 1954, is hereby reduced by the 
sum of $15,900,000. 

Will you explain that to us? 

Mr. Curtiss. When the Federal-Aid Highway Act, or what resulted 
in the Federal-Aid Highway Act of 1954, was under consideration by 
the House and Senate Public Works Committees, we had an unappro- 
priated balance of some $53 million. As the bill passed the House, 
the 1955 authorization of $22,500,000 was canceled. When the bill 
passed the Senate that cancellation clause was stricken and contract 
authority was given for all previous authorizations as well as the new 
ones. 

When the bill came out of conference the contract authority was 
restricted to the fiscal year 1955 and subsequent years. That left us 
with $15,900,000 in the 1954 authorization that had not been appro- 
priated. However, it permitted us to go ahead with a full forest- 
highway program that will vary between $20 million and $25 million 
a year. 

Mr. THomas. What becomes of this $15.9 million? 

Mr. Curtiss. It would be canceled. 

Mr. Tuomas. That actually does not represent cash; it is a cancel- 
lation of that much contract authorization? 

Mr. Curtiss. We do not have the same kind of contract authority 
for that as we do under the new act. 

Mr. Tuomas. Was that $15.9 million ever appropriated to you? 

Mr. Curtiss. No, sir. 

Mr. Tuomas. Then it is purely a bookkeeping transaction? 

Mr. Curtiss. It is a little more than that, Mr. Chairman. That 
$15.9 million will never be spent if this language is adopted. 

Mr. Tuomas. But that sum is covered in another act? 

Mr. Curtiss. No, sir. 

Mr. Tuomas. You mean the program has been reduced by that 
amount? 
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Mr. Curtiss. Yes, sir; that is what it means. 
Mr. Tuomas. Any further questions? 

Mr. Yates. Mr. Chairman, I have one question. 
Mr. THomas. Mr. Yates. 


TOLL ROADS 


Mr. Yates. What relationship do you have with the States in the 
formula of toll road programs? Do you have anything to say about 
that? 

Mr. Curtiss. No, sir. 

Mr. Yates. That is something entirely up to the States and you 
cooperate with the States on any method of financing the program 
they see fit? 

Mr. Curtiss. The basic Federal highway legislation prohibits the 
use of Federal-aid funds on toll roads. It does permit the use of 
Federal-aid funds on toll bridges when the act authorizing the toll 
bridge provides it shall become free when the State’s part of the cost 
is paid. 

Mr. Yates. That does not apply to toll roads? 

Mr. Curtiss. No, sir. 

Mr. Yates. Do I take this to mean that toll roads cannot be a part 
of the Federal-aid program? 

Mr. Curtiss. They cannot participate in Federal-aid. 

Mr. Yarss. If they are part of a State toll-road program? 

Mr. Curtiss. That is right. In one of the reports that I referred 
to, where we reported on the feasibility of toll roads, we made the 
recommendation that the prohibition against the use of Federal-aid 
funds for the construction of toll roads be continued, but the toll 
roads now in existence or to be built in the future on the Interstate 
System be considered a part of that system. 

Mr. Yates. What do you mean by ‘considered a part of that 
system’? What would be the implication of that? 

Mr. Curtiss. That would mean 

Mr. Yates. Having to do with the maintenance or something like 
that? What are the advantages to the States of such a system? 

Mr. Curtiss. It means we would not provide a parallel interstate 
route with Federal-aid funds to compete with the toll road. 

Mr. Yares. That is all. 


AUTOMOBILES 


Mr. Tuomas. Explain this item for automobiles? How many do 
you have? You request 75. 

Mr. Curtiss. We have 380. Of replacements, 6 of them will have 
— over 100,000 miles, 26 over 90,000 miles, and 43 over 80,000 
miles. 

Mr. Tuomas. These are all trade-ins? 

Mr. Curtiss. They are all replacements. We will either trade in 
or sell the 75 cars. 

Mr. THomas. And that will give you a total of how many? 

Mr. Curtiss. 380. 

Mr. THomas. Where are they located? How many are in the 
District of Columbia? 
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Mr. Curtiss. I have a statement I will be glad to put in the 
record that shows where each car is. 

Mr. Tuomas. That will not be necessary. 

Mr. Curtiss. We have one car attached to the Washington office, 

Mr. Tuomas. Are the rest of them in the field? 

Mr. Curtiss. Our research division has several cars which are 
adjacent to Washington, but we have just one official car. 

Mr. THomas. How many are attached to your laboratory? 

Mr. ALLEN. Six. 

ae Tomas. How many employees do you have in the laboratory 
now? 

Mr. Curtiss. May we submit that for the record, please? 

Mr. Tuomas. What is the approximate figure? 

Mr. ALLEN. 102 at the laboratory. In the Research Division there 
are 349. 

Mr. Tuomas. In the laboratory? 

Mr. Curtiss. They are not all in the laboratory. Some are in 
highway transport research and hydraulic research. 

Mr. Tuomas. Are they all located at the laboratory, though? 

Mr. Curtiss. No, sir. 

Mr. THomas. How many did you have last year? 

Mr. Curtiss. The same number. 

Mr. Tuomas. Any further questions, gentlemen? If not, we will 
adjourn until 1 o’clock. 

Mr. Horan. Off the record. 


(Discussion off the record.) 


MILITARY ACCESS ROAD PROGRAM 


Mr. CLevenGeER. Is your military access road program completed? 

Mr. Curtiss. Some $53 million is still unappropriated of the pre- 
vious authorization, but it was determined last year that that author- 
ization would no longer be used but rather that the Atomic Energy 
Commission, the Defense Establishment, or any other Federal agency 
that required a defense access road would submit their own estimate 
to the Congress. 

Mr. Tuomas. What was the final cost of the military highway from 
Washington to Baltimore? Do you have a figure in mind? 

Mr. Curtiss. The part from Washington to Jessup Road was built 
as a parkway with a special appropriation which I think amounted 
to $16.5 million. The other half was built as a Federal-aid project 
by the State of Maryland. 

Mr. Tuomas. The whole highway then cost about $30 million or 
$35 million? 

Mr. Curtiss. The cost of the entire parkway (31 miles) was approx- 
imately $32 million. 
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WepNEspDAY, ApriL 27, 1955. 


WEATHER BUREAU 
WITNESS 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 
OSCAR H. NIELSON; DEPARTMENTAL BUDGET OFFICER 
DELBERT M. LITTLE, ASSISTANT CHIEF, WEATHER BUREAU 
DR. HARRY WEXLER, CHIEF, SCIENTIFIC SERVICES DIVISION 
BRIG. GEN. T. S. MOORMAN, JR., UNITED STATES AIR FORCE 
RUSSELL C. GRUBB, BUDGET OFFICER, WEATHER BUREAU 


SALARIES AND EXPENSES 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estimate 





Apprepriation or estimate | $27,000,000 | $24, 750, 000 $27, 850, 000 
Transferred to— 
“Salaries and expenses, defense production activities, | 
Commerce,’’ pursuant to Public Law 207 nD TE Bisse eiesaetied 
“Salaries and expenses, Office of the Secretary of Com- | 
merce,”’ pursuant to Public Law 286 aed —5, 800 
Adjusted appropriation or estimate_-___._....-.-..__- | 26, 985, 000 
Reimbursements from non-Federal sources.._.___---_---_---_-| 25, 388 
Reimbursements from other accounts ; sana! 74, 612 


27, 085, 000 
—461, 636 





Total available for obligation _______._._- icaecie tl ; 
Unobligated balance, estimated savings----_--------- 


Obligations incurred : | 26, 623, 364 








25, 520, 000 


Note.—Reimbursements from non-Federal sources are derived from the following: Proceeds from the 
= of Moar supplies (5 U. S. C. 596 (a)); the Governments of Cuba, The Netherlands, and Peru 
49 U. S. C. 1154). 


Obligations by activities 





Description 1954 actual | 1955 estimate | 1956 estimate 


Direct Obligations 


1. General weather services 


i ella is onc cicnns ket iXsbuns 


3. Administration 
Total direct obligations 


Obligations Payable Out of Reimbursements 


1. General weather services 


Obligations incurred 


$24, 495, 061 
504, 636 
1, 433, 667 


_———. 


26, 523, 364 


26, 623, 364 





100, 000 


$22, 818, 300 
537, 700 
1, 394, 000 


24, 750, 000 


770, 000 


25, 520, 000 


$25, 914, 100 
537, 700 
1, 398, 200 


27, 850, 000 


795, 000 
28, 645, 000 
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Obligations by objects 


















































Object classification | 1954 actual | 1955estimate | 1956 estimate 
cosines eee dita gl eta tin 
WEATHER BUREAU | | 
Summary of Personal Services | 
Total number of permanent positions. .-.-.........-.-----.--- 4, 093 3, 931 4,2) 
Full-time equivalent of all other positions... _........-.------- 189 189 194 
Average num ber of all employees---.-..--.------.------------ 4,072 | 3,917 4,109 
Number of employees at end of year-_----------------- ah «he 5, 727 | 5, 671 5,977 
Average salaries and grades: | 2.7 ao laa 
General schedule grades: | 
See eee oe crendoeeedta eee tecse ee $4, 792 $4, 894 $4, 864 
SS AT es apo aiiee aita > engine GS-7.2 GS-7.3 GS-72 
———S SSS SET SS _ ————— 
Personal service obligations: 
IN, ke og oe ca coved ec daeecoseueece $18, 637, 757 | $18, 477, 238 $19, 374, 316 
Positions other than permanent -__.....-------------------- 339, 208 | 340, 000 | 348, 640 
Regular pav in excess of 52-week base -----.-..------------ 51, 203 | 50, 762 52, 069 
Payment above basic retes.......-..-.......«.-....-.- re 1, 397, 129 | 1, 314, 000 1, 710, 480 
Total personal service obligations. __-....-..-_---------- 20,425,297 | 20, 182,000 21, 485, 505 
——S——S—=™q_E————aaSaasSaBDs > 
Direct Obligations 
01 Personal services........-..-..------- Henna ----| 20,388,600 | 19,725,650 | 21, 004,15 
Oe eel .c 2 ee eee Bee oe ale cette 377, 211 | 271, 225 450, 775 
OB TR OE I ina esi hii acne veass 581, 353 533, 909 588, 474 
04 Communication services..-.-.......------------ fewcteteines 1, 347, 507 1, 439, 922 1, 448, 552 
05 Rents and utility services.............-- ede pressed cca cay 462, 465 | 512, 963 525, 018 
06 Printing and reproduction... ..........--...--.---------- 92, 959 | 102, 865 102, 865 
G7 ther comtedetuel eerwiies. |... 2 ee eee cee 388, 495 354, 139 | 366, 379 
Services performed by other oe... ‘nve dénebanhaeeeae memes 4, 000 | 4, 000 
eI ON a a a ee ee 2, 219, 846 | 1,603, 487 3, 109, 102 
pre se 8 ce ee ee er 471,099 | 202, 840 251, 680 
10 Lands and structures...._____________- a at a Re a 191, 902 sie 
11 Grants, subsidies, and contributions..__-_--____--_------- 1, 880 3, 500 | 3, 500 
13 Refunds, awards, and indemnities Ne edwwseyowcu wee anal ee ete ae eet : 
15 Taxes and assessments._- 7 : Jil 26, 056 27, 500 27, 500 
ae 8 i i NE oan ecltet cei | 26,550,652 | 24, 782, 000 27, 882, 000 
Deduct charges for quarters Om GAIOMOS..... .nnccnacesesseee 32, 127 32, 000 32, 000 
Pa et Cr Soh ape uccnpene 26, 518,525 | 24,750,000 27, 850, 000 
Obligations Payable Out of Reimbursements 
01 Personal services ibs ans seen eke base ase’ ~habsd4ee 36, 697 | 456, 350 481, 350 
02 Travel Z oe anies dle at ieee nee he 6 ties caine igi 1,755 | 76, 570 | 76, 570 
03 T ransportation of things. : che .vee ee easterse Se 4, 400 32, 600 32, 600 
C6 - Cm BORON a 6 ooo. ein docu kb - cccceesencccws 4, 873 | 4, 900 4, 900 
05 Rents and utility services ___- MEM eae eee eee 1,191 500 50 
hee ee ee a ae — 2, 600 2, 600 
Oe a i ic deme ck ommdonennes 45, 684 | 178, 980 178, 980 
CD 7 ne Sr aosb obese 8. on osn cds cepctnanessenince 5, 400 | 16, 000 16, 000 
15.. Taxes and essessments...................-.---.-.-------=.- i wlaw Severus 1, 500 1, 500 
Total obligations payable out of reimbursements. --- -- - - 100, 000 | 770, 000 795, 000 
Obligations incurred -___._._.------- ee akaskdadebascant Enema 25, 520, 000 | 28, 645, 000 
ALLOCATION TO NATIONAL BUREAU OF STANDARDS 
07 Other contractual services. --- i I a ak ell $4, 839 | ee 
SUMMARY | 
Summary of Personal Services 
Total number of permanent positions _--__----- Be oats mene 4, 093 3, 931 4, 221 
Full-time equivalent of all other positions _- opal 189 189 | 14 
Average number of all employees _ -_- ae se 4,072 3,917 | 4, 109 
Number of employees at end of year-- ; stam aeee 5, 727 5, 671 | 5, 977 
Average salaries and grades: | ; 
General schedule grades: ; 
Average salary --. ict $4, 792 | $4, 894 $4, 864 
Average grade __- . GS-7.2 GS-7.3 Gd-i.0 
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Obligations by objects—Continued 


Object classification | 1954 actual | 1955 estimate 1956 estim: 


SUMMARY—continued 
Summary of Personal Services—Continued 


Personal service obligations: 
Permanent positions $18, 757 $18, 477, 238 9. 374. 316 
Positions other than permanent 208 340, 000 348. 640 
Regular pay in excess of 52-week base "203 50). 762 59 O80 
Payment above basic rates . 129 314, 000 480 


otal personal service obligations ‘ » 297 20, 182, 000 ‘ 505 
Direct Obligations 


Personal services 388, ) 725, 650 
Travel 377, 271, 225 
fransportation of things 581. 353 533° 909 
Communication services , 347, . 439, 922 
Rents and utility services E 512, 963 
Printing and reproduction ; _ 865 
Other contractual services 33 354, 139 
Services performed by other agencies 1 000 
Supplies and materials 2, 219, . 603, 487 
Equipment , 099 202, 840 
Lands and structures. _. O02 
Grants, subsidies, and contributions. , 880 3, 500 
Refunds, awards, and indemnities 279 
l‘axes and assessments_. 26, 056 500 


Subtotal_ 555, 491 : 000 | 
«duct charges for quarters and subsistence 32, 127 000 | 


lotal direct obligations. --_--- ‘ 26, 523, 364 24, 000 
Obligations Payable Out of Reimbursements 


Personal services__-- -- 36, 697 56, 3: , 350 
Travel ak - ate P , 700 76, 5 », 570 
Transportation of things 400 32, 6 32, 600 
Communication services_ -_- j , 873 4, § , 900 
Rents and utility services , 191 | 500 | 500 
Other contractual services j 2, 600 
Supplies and materials______ 5, 684 &, 78, 980 
Equipment_.- __-- : 5, 400 16, 16, 000 
‘Paxes and assessments -- £3 , 500 


Total obligations payable out of reimbursements... 100, 000 770, 795, 000 


Obligations incurred - __- : : 26, 623, 364 25, 520, 000 28, 645, 000 





Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual 1955 estimate } 1956 estimate 


Obligated balance brought forward _ _- 7 : $3, 485, 928 $3, 398, 045 | $3, 050, 045 
Obligations incurred during the year : 26, 623, 364 | 25, 520, 000 | 28, 645, 000 





; | 30, 109, 292 28, 918, 045 | 31, 695, 045 
Adjustment in obligations of prior years atsil — 156, 707 ; Fé 

Reimbursements. __. he a nie aera — 100, 000 —770, 000 | —795, 000 
Obligated balance carried to certified claims account_ i —10, 328 | Naa ai 
Obligated balance carried forward Pee ears é —3, 398,045 | —3, 050,045 —3, 512, 045 


| 


Total expenditures sda wu 26, 444, 212 | 25, 098, 000 27, 388, 000 


Expenditures are distributed as follows: j 
Out of current authorizations. ___ : ; 23, 224,586 | 21, 863,000 24, 485, 000 
Out of prior authorizations. . A ; ; : 3, 219, 626 | 3, 235, 000 2, 903, 000 
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Mr. Preston. The committee will come to order. We will proceed 
with the matter of the appropriation for the Weather Bureau, ‘‘Sal- 
aries and expenses.”’ This is found on page 162 of the committee 
print and page 1206 of the justifications. 

We will insert pages 1206 and 1207 in the record at this point. 

(The pages referred to are as follows:) 


SALARIES AND EXPENSES 


Summary of requirements 











oy i tittintenich thn usd nkiebkbttnnn cdnenomkehesksuapaerepianalilagmas teil $24, 750, 000 
lo. con mnkeehenbaekadiwebe mandetiiandnh ined dadeiee 230, 000 
RE WE nsk s Shieh hachccwnccncuasensies s6béudesSienbedenseaedaudadsiaashesenaeens 24, 980, 000 

Net difference, 1956 over 1955: 

Requirements Difference, 
increase 
By activity (+) or 
1955 1956 decrease 
adjusted estimate (—) 
ee MITE TI VOI ak ninco ncdklansenesncienn $23, -, ee $25, ee. 100 |+$2, 868, 000 
Sc ala att an ce Ricatumae ile ds oak aaetle ageeng et 537, 7 as ssactanae emcee as 
Aaminletradiins ehbbdnasdbanns66kanstatanineeeh 396, 200 1, 398, 200 +2, 000 
Ce SIR ao oo cccnnnesencccnsencctin 24, 980, 000 | 27, 850,000 | +2, 870,000 +-2, 870,000 
Tete ROE Oe SI Bilin civiiinctskakencccnvncncscdabovtsdececanissetecrcas 27, 850, 000 
Summary of estimated obligations 
Actual, 1954 Estimate, 1955 
(adjusted) (adjusted) Estimate 1956 En- 
ee 
ment 
sds Aver- mes Aver- Pest Aver- Novem- 
osi-| age osi-| age ‘osi-| age ber 30, 
tions |num-| ©°St |tions|num-| ©°St |tionsInum-| ©oSt 1954 
r r r 

Personal services: 

Permanent... --..- 3, 999| 3, 794/$19, 594, 365) 3,837) 3, 639)$19, 546, 350) 4, 127| 3, 826/$20, 623,515) 3, 584 
I sian neces 1,950} 189 339, 208} 1,950} 189 340, 000 1, 966 194 348,640) 1, 950 
Sis sets cbotaa at 5, 949| 3,983) 19, 933, 573) 5,787) 3,828) 19, 886,350) 6,093) 4,020) 20,972,155) 5, 534 

ER Signa cinaeeclscanselaswaxe 5 889, Pe iccsecnnig | ite eel 5, ls coke ccaus 6, 877, 845) 5 seeuine 

Total obliga- r | 





Gee nnveccs< ae tenes 25, 823, 364) 5, 787 ee ee eg ek 


Mr. Preston. The request this year is in the amount of $27,850,000, 
or an increase of $3,100,000. It is noted there is a request for an 
increase of 306 positions for general weather services. 

Now, Mr. Little, do you have a general statement prepared? 

Mr. Lirrir. Yes, Mr. Chairman. 


GENERAL STATEMENT 


Mr. Preston. We will insert your statement in the record at this 
point and ask you to brief it orally for the committee. 
(The statement referred to is as follows:) 
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GENERAL STATEMENT, WEATHER BuREAU—FiscaL YEAR 1956 


Four major problems deserve careful consideration during your review of the 
Weather Bureau’s budget request for fiscal year 1956. These problems are: 
I. Radioactive fallout and high altitude winds. 

II. Need for improved warnings of hurricanes, tornadoes, and other destruc- 
tive storms. 

III. Provision of adequate weather reports for jet aircraft and similar 
operations. 

IV. Transfer of basic civil meteorological functions from military agencies 
to the Weather Bureau. 

These problems emphasize both the complexity and the importance of an 
adequate weather service to the Nation. With your permission I should like to 
make a statement concerning them prior to the discussion of the Bureau’s 
estimates. 

RADIOACTIVE FALLOUT AND HIGH ALTITUDE WINDS 


The Chairman of the Atomic Energy Commission and the Acministrator of the 
Federal Civil Defense Administration have released information regarding the 
very grave dangers of radioactive fallout in the event of war. Recent news 
articles have described how death-dealing racioactive debris may be projected to 
great altitudes (80,000 feet and more) by an H-bomb explosion and subsequently 
descend to the ground over a very large area. High altitude winds transport and 
spread these lethal materials in such a way that a single explosion might readily 
bring death to populations 200 miles distant from where it occurred. The 
direction of spread from the point of explosion moreover, can be completely 
reversed within 24 hours or so by changes in the upper wines. It is obvious, 
therefore, that any plan for protecting or evacuating populations from these 
danger zones must be based upon comprehensive observations and forecasts of 
upper wind conditions to great altitudes. The Weather Bureau has been working 
with the Atomic Energy Commission for some time on the problem of the scatter- 
ing of atomic debris by high altitude winds. Our plans and upper-air program 
have been based for a number of months on knowledge just recently released to the 
public. I must emphasize in the strongest terms possible that a successful civilian 
defense of this country and the evacuation of potentially lethal areas are abso- 
lutely dependent upon knowledge of upper-air winds to some 80,000 feet altitude. 
These estimates contain substantia! sums for obtaining wind information to these 
high altitudes. 


NEED FOR IMPROVED WARNINGS OF HURRICANES, TORNADOES, AND OTHER 
DESTRUCTIVE STORMS 


Drought, floods, and hurricanes occupied a prominent place in the news during 
1954. A diseussion of the need for improved forecasts and warnings would be 
incomplete without an account of these events and of what the Bureau is doing 
about them. 


1. Droughts and floods of 1954 

(Floods see with Hurricane Hazel are discussed in an appendix to this 
statement. 

The severe drought of recent years developed into a major agricultural disaster 
over the area from the Texas Panhandle to the Middle Atlantic States in 1 54. 
It jeopardized municipal and industrial water supplies, created problems of forest- 
fire protection, and interfered with hydroelectric power development. Subsoil 
moisture is still critically low in many sections of the country. This problem of 
drought needs to be viewed more objectively by the Government. Drought has a 
tremendous influence on water supplies and agriculture but it is not always evalu- 
ated properly in dealing with these important subjects. In many instances 
drought has been blamed for shortages of municipal water supplies actually caused 
by increased water consumption. Expenditures for drought relief for agriculture 
may remain excessively large until such time as the frequency of drought, as re- 
lated to specific crops and localities, is better understood and the information 
utilized by farmers. The Weather Bureau, realizing the economic importance of 
drought, has been conducting studies of its nature and causes and endeavoring to 
evaluate the seriousness of current conditions in order to compare them with 
Previous drought periods. The relationship is not a simple one because tempera- 
ture, absence of precipitation, humidity, and wind conditions all are factors in the 
production of drought and combinations of these elements which would be con- 
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sidered a drought in one place may amount to only normal climatic conditions jy 
another. These relationships, when developed, will offer a method of determining 
in advance, in conjunction with long-range (30-day) weather forecasts, the severity 
of drought conditions that may be expected a month ahead. Further investiga. 
tions of the occurrence of ‘‘dry” cycles and ‘‘wet”’ cycles, and their beginnings and 
endings, are needed. 

Floods in 1954 caused great destruction in other areas of the Nation. In June 
the highest floods of record occurred on the Rio Grande and on the upper triby- 
taries of the Des Moines River. Timely and accurate warnings issued through 
the cooperation of our River Forecast Center at St. Louis and the Weather Bureay 
office at Des Moines, Iowa, contributed substantially to reducing the losses from 
the latter flood and probably to the saving of lives. As an illustration, the river 
forecasts which were issued for the Des Moines city area 48 hours in advance 
enabled a well organized flood fight to save an estimated $12 million in property, 
Damage from the Des Moines River flood appears to have been somewhat less 
than that which resulted from a smaller flood years earlier. These Warnings were 
possible only as a result of appropriations made by Congress a few vears ago 
that permitted establishment of river forecast centers in a few of the more critical 
areas in major watersheds. 

The Weather Bureau has an aggressive and successful developmental program 
in the field of hydrology. Much of the work of developing procedures for flood 
forecasting has been done by competent hydrologists at the Bureau’s river forecast 
centers such as the one in St. Louis. Although much has been accomplished, 
more study of the overall flood problem and the establishment of river forecast 
centers in other river basins are needed. However, we are planning to continue 
operations at about the current level during the next fiscal year. 

Closely related to the drought, flood, and water supply problems are such 
important matters as seasonal and annual weather forecasts, and rain-increasing 
and weather-controlling proposals. These things offer great potential to the 
national economy and need thorough study and evaluation so that extravagant 
and unsound proposals will not be foisted upon the Nation at publie expense while 
worthwhile projects are overlooked. The Weather Bureau is actively engaged 
in studies of this nature. As an example, we are evaluating the results of an 
artificial precipitation project conducted in the State of Washington during 1953 
and 1954 in cooperation with other agencies of the Government. Much remains 
to be done and we are, therefore, developing long-range plans for other studies 
including weather modification, water supply, and seasonal forecasts. 


2. Hurricanes of 1954 

I wish that time permitted me to give a fuller account of the flood, drought, 
and weather modification problems. However, the three great hurricanes of 
1954 caused so much destruction and were of such widespread publie concern 
that I will now turn to an account of these storms. The budget estimates we are 
presenting contain plans for improving the meteorological observations required 
for forecasting hurricanes as well as other severe weather phenomena such as 
thunderstorms, tornadoes, and heavy snow. The account of these hurricanes 
and of the very real difficulties encountered by the forecasters in predicting their 
movement and behavior should illustrate why these improvements are needed. 

The first of the disastrous hurricanes, Carol, formed in the Atlantic east of 
the Bahama Islands. As soon as the storm was detected on August 25, the 
Bureau began issuing frequent advisory bulletins to the public. All issuances 
after 11 a. m. August 27 described the storm as having winds of full hurricane 
force. The order, ‘‘Hoist storm warnings from Charleston, 8. C., to Cape 
Hatteras, N. C., 5 p. m. August 29,’ was issued some 24 hours in advance of the 
storm’s arrival in that area. At 11 a. m. on August 30, hurricane warnings were 
hoisted north of Wilmington, N. C., to Manteo, N. C. Winds lashed the shore 
from Wilmington to Hatteras on the west side of Carol as it moved northward 
during the afternoon and night of August 30. Following an oscillating northerly 
course, Carol passed a few miles east of Hatteras late in the evening with the 
highest winds offshore to the east of its center. Between midnight and dawn 
of the 31st, the forward speed increased markedly and Carol was no longer 4 
slow-moving, erratic storm as it passed northward parallel to the Middle Atlantic 
coast. These changes could not be predicted the day before by the forecasters 
because they were handicapped by inadequate knowledge concerning upper-all 
conditions which were controlling the storm’s movement and beeause they had 
insufficient information concerning the hurricane’s location and progress while 
at sea. Consequently the exceptionally destructive winds and tides on the 
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storm’s eastern side which subsequently were to devastate southern New England 
were pot anticipated, nor were adequate protective measures taken. However, 
storm warnings were displayed northward along the New Jersey coast during the 
afternoon of August 30. At 10 p. m., some 10 hours before the storm crossed 
eastern Long Island, gale warnings were extended northward to Portsmouth, 
XN. H. By 10:30 a. m., August 31, Carol was centered over the southeast coast 
of Connecticut. The hurricane then swept rapidly northward through New 
England with catastrophic results and crossed the border into Canada late that 
day. 

Carol was not as great a storm as the New England hurricane of September 
1938, but it will still go down in history as one of the most destructive hurricanes 
of this century. The damage caused by this storm was greater than normal for a 
hurricane because this one came ashore in a very populous and highly developed 
area. Furthermore, the time of Carol’s arrival coincided with normal high tides, 
thereby greatly increasing the storm tides’ destruction along the shore. The total 
cestruction in the United States caused by Carol has been conservatively esti- 
mated at close to a half-billion doliars. Sixty fatalities were directly attributed 
to this storm. 

Hurricane Edna, which was first observed during the afternoon of September 6, 
1954, followed a path roughly similar to Carol but behaved in a more orderly 
fashion and held to a course somewhat east of that of its predecessor. Warnings 
were issued some 18 hours in advance of this storm and were more timely than in 
the case of Carol. Destruction caused by Edna, which was largely confined to the 
coastal area from Massachusetts to Maine, has been estimated at $42 million. 
Twenty deaths resulted from this storm. 

Hazel, the third and last of these great storms, probably received more advance 
publicity than any other weather event in history. The storm was first observed 
in the Atlantic some 500 miles southeast of Puerto Rico on October 5. Winds of 
hurricane strength were reported early in Hazel’s history but the storm continued 
to grow as it drifted erratically westward through the Caribbean during the next 
4 days. On October 9 it turned abruptly north-northeastward and during the 
night of the 10th passed over western Haiti with great destruction and many 
casualties. It then moved very slowly north-northwestward, paralleling the 
astern Bahamas until it was some 350 miles southeast of Charleston, S. C., on 
the 14th. 

Early on the 14th, the Carolina coastal area appeared to be in danger. Fore- 
casters were faced with a most difficult problem in predicting the storm’s move- 
ment. Some doubt existed concerning the exact location of the storm’s center: 
as a result, its current diréction of movement Was uncertain. Furthermore, we 
did not have adequate observations of the high altitude winds that were controlling 
the storm’s forward movement. However, the evidence available that morning 
indicated that this storm should cross the coastline and move northward to the 
west of Hatteras and that its forward movement should accelerate during the 
next 24 hours. Accordingly, at 11 a. m., October 14, some 20 hours in advance 
of the storm’s arrival in the area, decision was made to issue hurricane warnings 
for the Carolina capes and storm warnings southward to Charleston and northward 
to the Virginia capes. During the afternoon and night, warning areas were 
adjusted to include the coast from Charleston to the Virginia capes in the hurricane 
warning sector and storm warnings were extended northward on the Middle 
Atlantic coast. The hurricane passed inland near the border of the two Carolinas 
about 9a.m., Octoher 15. Passing a few miles west of Washington about 5 p. m. 
it then swept rapidly northward to enter Canada in the Lake Ontario area late 
that day. 

This storm caused extensive destruction in the Carolina coastal area and major 
damage occurred along its entire path in the Fast and on into Canada. The losses 
caused by Hazel in the United States exceeded $250 million while at least 93 
United States deaths and hundreds of injuries resulted from this storm. 

(NotgE.— A discussion of the value of the warnings that were issued for Carol, 
Edna, and Hazel will be found in an appendix to this statement.) 


3. Reason why warnings for hurricanes and other severe weather events are sometimes 
inadequate 


Meteorological conditions which cause the development and movement of 
severe storms never are observed completely. The formation of hurricanes, 
tornadoes, and other weather disturbances is influenced by conditions extending 
to very great altitudes, often 80,000 feet or more above the earth’s surface, and 
involves many thousands of cubie miles of the atmosphere. Once formed, the 
forward movement of such disturbances is controlled mainly by the very large 
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scale air currents which make up the general circulation of the atmosphere over 
the earth. Storms are carried forward on these currents somewhat as a dust 
whorlinabreeze. It isan enormous task to measure the atmosphere continuously 
in sufficient detail, both at the earth’s surface and to high altitudes and over both 
land and sea areas, in order to meet the scientific needs for forecasting. FE xisting 
facilities fall far short of meeting these requirements. These deficiencies jy 
weather reporting place an extremely heavy responsibility on the forecaster 

when warnings are issued for destructive storms like Carol, Edna, and Hazel, 
Since knowledge of the factors that will influence a storm’s behavior is inadequate, 
it is not possible for the meteorologist to reach a single positive answer to a par. 
ticular forecast problem as is possible in a laboratory experiment where controlled 
conditions can be reestablished as many times as necessary to reach a correct 
solution. Instead, the forecaster is confronted with a variety of possibilities 
and must rely upon his best technical judgment when he prepares a forecast. 
Weather reporting deficiencies can be illustrated by reviewing the Weather 
Bureau facilities on the east coast at the times of occurrence of Hurricanes Carol, 
Edna, and Hazel. Our entire operating staff, in the 16 States bordering the 
Atlantic, with a total population of 60 million, was 677 employees at 70 field 
stations. Much of their work has to be performed 24 hours a day, 7 days a week, 
and as a consequence not more than about 300 emplovees are ever on duty within 
the 16 States at any one time. Their duties include taking weather observations, 
preparing weather maps and charts, issuing forecasts and warnings, preparing 
and distributing weather information through the press, radio, and television, 
and answering all essential inquiries from an alarmed public. In addition, they 
provide advisory services to aviation and agricultural interests, issue weather 
bulletins for ships at sea, record river stages, and issue flood warnings. 

Surface weather observations for forecast purposes are made at 3 hourly 
intervals at the 70 stations in the east-coast States and are supplemented by 
hourly observations taken primarily for aircraft operations. The number of 
stations reporting surface weather conditions over the land areas is generally 
adequate for forecast purposes although much of the observing equipment needs 
replacement; however, certain highly localized phenomena such as tornadoes and 
hailstorms often develop, run their course, and dissipate without ever coming 
within visual range of a weather station. Storms of this type could be observed 
more efficiently by radar than by an increased number of observing stations. 
Observations of surface weather conditions over the oceans are sufficient for 
making only the most generalized forecasts. 

The insufficiency of observational material from the ocean areas is clear when 
we consider that in the case of each of these storms long intervals elapsed when 
only fragmentary observational evidence existed concerning them. These 
storms developed over the ocean and came ashore from the Atlantic. In each 
case the forecasters were handicapped in predicting their arrival not only by lack 
of sufficient facts regarding the upper air steering currents but also by insufficient 
information concerning the location of the storm centers, the strength of the 
surface winds, the magnitude of the area which the storms covered, how they 
were developing, and other characteristics. This is not intended to imply that 
ship observations and aircraft reconnaissance reports were not extremely helpful. 
The forecasts would not have been as good as they were without these aids. But 
the facts are that the ocean is a very large place and we do not receive enough 
reports for adequate coverage. Surface vessels understandably maneuver to 
avoid severe storms with the result that few surface observations are received from 
the storm areas. In addition there are very large portions of the ocean outside 
the regular shipping lanes from which few reports are received. Some of these 
deficiencies would be overcome by an adequate network of weather radar stations. 
Such a radar network would enable us to keep these storms under constant ob- 
servation as they approach the coast. 
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A serious inadequacy exists also with respect to upper-air observations. Sound- tr 
ings for forecast and aircraft operational purposes are made once every 12 hours 
at selected stations spaced about 300 miles apart over the United States. High- di 
altitude wind data are extremely sparse over the oceans, and even over the con- it 
tinent are very inadequate above 20,000 feet. The general circulation controlling T 
the movement of hurricanes and similar phenomena cannot be understood prop- st 
erly, nor future changes anticipated, unless accurate upper-air observations are th 
consistently available over a very large area to altitudes of at least 80,000 feet al 
above sea level. In the case of hurricane Carol, post analysis indicates that the ul 
very rapid acceleration of the storm and its unusual path for some hours before 
it entered New England were caused by changes then taking place in these large m 
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scale high-level currents. Unfortunately, the changes which were oceurring in 
the general circulation controlling Carol’s movement were not made evident to 
the forecaster by the infrequent and limited high-altitude data until after the 
critical warnings had been issued. 

The need for improved high-altitude observations is made even more urgent 
by recent developments in numerical weather prediction with the aid of electronic 
computers. Encouraging developments in this field indicate that marked im- 
provement in forecasting hurricanes and other weather phenomena is possible 
provided the necessary reports become available. High-altitude wind observa- 
tions are particularly essential for this method of prediction, and the existing 
deficiencies in upper-air data are a most serious obstacle to the effective use of 
these machines. 

Our estimates include funds for correcting many of the foregoing deficiencies. 
The entire network of upper-air stations will be completely modernized and radar 
and other facilities for reporting severe storms will be provided. These improve- 
ments are most essential since any worthwhile advances in weather forecasting 
are absolutely dependent upon more adequate data. 


PROVISION OF ADEQUATE WEATHER REPORTS FOR JET AIRCRAFT AND SIMILAR 
OPERATIONS 


The very great advances being made in aircraft design are creating new and 
much greater needs for weather observations and forecasts. These new aircraft 
operate at much higher altitudes than older models and their efficiency is 
particularly sensitive to temperatures. At these higher altitudes wind speeds 
generally are much greater than at lower levels. Operation of the new aircraft, 
therefore, is creating demands for temperature and wind data to much higher 
elevations. More precise measurements of cloud heights and visibilities for 
aircraft landings under adverse conditions also are needed. Gen. Milton W. 
Arnold, vice president of the Air Transport Association of America, emphasized 
these needs in a letter concerning teletypewriter communication facilities which 
he wrote on February 17, 1955, to Mr. F. B. Lee, Administrator of the Civil 
Aeronautics Administration. In this letter General Arnold stated: 

“* * * There is an increasing need on the part of the military and the sched- 
uled carriers for more upper-air information, including temperature reports, as 
well as more accurate wind data. Such information is of importance to the 
scheduled carriers for the conduct of nonstop coast-to-coast services and, with 
the introduction of turboprop airliners this year, there is a need for more accurate 
upper-air temperature information for computation of fuel consumption. Again, 
upper-air temperatures and forecasts are extremely important in the location of 
jet-stream winds. Along the same lines, with the contemplated improvement in 
the radar weather-detection network, prompt reception of severe weather warnings 
and amendments are needed in the day-to-day operation. Another very desirable 
program item will be the end-of-runway observations. All of these, of course, 
will increase the length of reports and the required circuit time.”’ 

Our budget estimates provide for improved facilities with which to meet these 
new requirements. In considering these estimates I urge you not to overlook the 
fact that some 4 years will be required to procure, install, and place the new 
meteorological equipment in use, by which time the need for the improved obser- 
vations will undoubtedly be very much greater than it is today. 


TRANSFER OF BASIC CIVILIAN METEOROLOGICAL FUNCTIONS FROM MILITARY 
AGENCIES TO THE WEATHER BUREAU 


Under Secretary Rothschild already has told you of the agreement reached with 
the Department of Defense for transfer of certain basic meteorological activities 
to the Weather Bureau. I shall confine my remarks to reasons why need for this 
transfer has come about. 

_For many years prior to 1940 the Weather Bureau had experienced budgetary 
difficulties and, except for some modest expansion to meet aviation requirements, 
its program level had remained substantially unchanged for some 30 or more years. 
The continued growth and technical advances of the Nation, however, were 
steadily creating new ai.d greater requirements for weather service. Consequently, 
the Bureau was falling behind in meeting the country’s needs for weather reporting 
and forecasting services, and the outbreak of World War II found the Bureau 
unprepared for the very heavy demands about to be thrust upon it. 

Initially, the Armed Forces asked the Weather Bureau to provide those basic 
meteorological functions which they had every right to expect of the national 
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weather service. The Bureau was able to comply with a fraction of these requesis 
Our continuing financial difficulties, lack of a large pool of trained meteorologics| 
personnel, and wartime restrictions on civilian recruitment, however, made ji 
impossible for us to meet some of the more extensive requirements. Conge. 
quently, the Armed Forces were forced to transfer funds to the Weather Bureg) 
to support many such activities or else to provide their own staff and facilities t) 
do the work, The result was that basic meteorological activities became scattere 
among various agencies, 

The Armed Forces undertook surface and upper-air weather reporting work 
where gaps existed in the Weather Bureau’s primary network of stations. This 
patchwork of weather reporting led to a number of problems. It require 
standardization of reporting instructions among several agencies and coordination 
of civilian and military communications schedules had to be effected. The 
reports, when collected, were not always comparable since different types of 
instruments were in use by different agencies. 

Similar problems arose in connection with the analysis of weather data for 
forecast purposes and to a limited extent in the fields of climatological statistics 
and in basic research activities. Duplication of work developed as a result of 
different agencies performing their own analyses of data for forecast purposes 
and various attempts were made to pool resources in joint weather central, 
These efforts met with fair success although it is axiomatic that operation and 
management under a single agency is more efficient. 

Since the end of World War II military and civilian aircraft operations have 
made it necessary to continue many of these primary weather activities and in 
some instances to increase them. The scattering among several agencies of basic 
weather work, which under the statutes is the legal responsibility of the Weather 
Bureau, still exists. Few fields of human endeavor require as high a degree of 
teamwork as applied meteorology. Consequently, this scattering of basic weather 
work among several agencies has created need for an excessive amount of inter- 
agency coordination. 


BUDGET PLANS FOR FISCAL YEAR 1956 


Our estimates provide for a coordinated and balanced program of needed 
improvements which can be accomplished within the proposed fiscal periods. 
The 4-vear appropriation for establishment of meteorological facilities wil 
accomplish an extensive modernization of instrumental equipment which is very 
urgently needed for aircraft operation, for the forecasting of severe weather, and 
for computing areas of radioactive fallout in the event of an emergency. The 
transfer to the Bureau of basic meteorological functions now being performed by 
other agencies, which will be accomplished under our salaries and expenses 
appropriation, will further improve the weather-reporting network and increase 
its efficiency. 

This concludes my general statement and it will now be our pleasure to answer 
any questions you may wish to ask concerning the estimates. 


APPENDIX TO GENERAL STATEMENT 


A DISCUSSION OF THE VALUE OF THE WARNINGS ISSUED FOR HURRICANES CAROL 
EDNA, AND HAZEL OF 1954 


An accurate determination of the value of public warnings and advices cot- 
cerning severe weather events rarely is possible. Warnings for the great hurr- 
canes of 1954 reached literally tens of millions of people in the affected localities 
Even those who received and heeded the warnings seldom knew what losses they 
would have sustained had they been without them. Nevertheless it should be 
of interest to those who pass upon the Weather Bureau’s budget request to revie¥ 
the available evidence as to the value of the warnings for Hurricanes Card, 
Edna, and Hazel. 

The Bureau collected a large volume of written material concerning thes 
storms. Many press clippings containing factual accounts of the storms, of the 
warnings, and of what the people did as a result of the warnings were received. 
Many editorials and many individual letters came in. Some of the materi 
received was complimentary, some critical, of the warning service. The discl* 
sion which follows was based upon this material and upon reports of Weath! 
Bureau officials who surveyed the storm areas. 

Although the warnings for Hurricane Carol were seriously deficient and gre! 
difficulty was encountered in predicting Hazel’s behavior, we know that mat! 
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millions of dollars’ worth of property and numerous lives were saved as a result of 
the forecasts for these storms. Literally thousands of small pleasure and fishing 
craft heeded the warnings and remained in port at one time or another, and 
oceangoing ships steered courses which kept them clear of danger. Many of 
these craft and their crews would have been lost had they been without warnings. 

Aircraft also were diverted out of the path of these storms on the basis of the 
warnings. As an example, on September 9, following advice from the Weather 
Bureau, the Aircraft Owners & Pilots Association postponed a national meeting 
scheduled for Nantucket, Mass., for September 11 and 12, 1954. Hurricane 
Edna swept over \antucket on September 11 with winds exceeding 75 miles per 
hour and as a consequence of the advice from the Weather Bureau the risk of 
destruction of several hundred aircraft was avoided. 

When warnings were issued, civic authorities took emergency measures to 
remove people and clear traffic from low-lying coastal areas. Such action was 
especially effective for the area from Wrightsville Beach (Wilmington), N. C., 
to Myrtle Beach, 8. C., when Hurricane Hazel moved inland. During the 
evening and night of October 14, prior to the storm’s arrival the following morn- 
ing, State and county law-enforcement officials in North and South Carolina took 
drastic measures to remove people from the exposed coastal communities. In 
some instances they were reported to have used physical force to evacuate people 
who were reluctant to leave their homes. Several of these beach communities 
were completely demolished and their advance evacuation undoubtedly saved 
numerous lives. Mr. Reuben L. Frost, meteorologist in charge at Wilmington, 
NX. C., Mrs. Jessie 8. Taylor, storm-warning displaymam at Southport, N. C., 
and Dr. Waldo Jones, displayman at Myrtle Beach, 8. C., have been given meri- 
torious service awards by the Department of Commerce for the life-saving work 
they performed prior to this disaster. 

A very large number of schools, businesses, Government offices, etc., were 
closed on the basis of warnings issued for these hurricanes and many hundreds of 
television and radio announcements urged the populace to remain indoors. 
Numerous traffic accidents and injuries from flying debris, etc., were avoided as a 
result of these actions. 

Unprecedented floods were caused in the upper portion of the Ohio watershed 
by Hurricane Hazel. Our Pittsburgh office obtained estimates of savings which 
resulted from the warnings that were issued for these floods from industries and 
communities in the affected area. These certified estimates show total savings 
exceeding $10,400,000 for the Pittsburgh River district alone. 

It is impossible to make an accurate estimate of the total worth of the hurricane 
and flood warnings which were issued for these three storms, but it can be safely 
stated that their value undoubtedly exceeded the Weather Bureau’s entire 
appropriation for fiscal year 1955. The value of these warnings might well have 
been doubled had they been more accurate and issued further in advance since 
the damage these three hurricanes caused was some thirty-odd times greater than 
the Bureau’s annual appropriation. 


Mr. Lirrte. My name is D. M. Little. I am the Assistant Chief 
of the Weather Bureau. Iam appearing here on behalf of Dr. Reichel- 
derfer, the Chief of the Weather Bureau, who is in Geneva attending 
the quadrennial conference of the World Meteorological Organization. 
He is president of that Organization which is composed of 85 nations 
of the world. It is the second largest specialized agency in the United 
Nations. I think the largest is the Postal Union. He regrets very 
much that he cannot be here. Dr. Reichelderfer has prepared a gen- 
eral statement, and I would like to summarize a few of the highlights 
of his statement. 

There are four major problems confronting the Bureau. The first 
he is the radioactive fallout problem and high-altitude winds neces- 
ary to determine the fallout pattern. Now, in these estimates you 
vill find details of new equipment necessary for upper air measure- 
ments, particularly high-altitude winds. There are also items cover- 


ing basic civil functions that will be taken over from the military 
services, 
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We have prepared a few posters to help explain why we need the 
things we are requesting and with your permission I would like to uy 
them to illustrate some of our problems and programs. 

Mr. Preston. I think that the committee would first like to knoy 
whether you are the only person now in the Government that i 
studying radioactive fallout. The Atomic Energy Commission j 
undoubtedly doing something. 


RADIOACTIVE FALLOUT 


Mr. Lirrix. The biological effects are being studied by the Atomir 
Energy Commission. The Federal Civil Defense Administration js 
delegating to the Weather Bureau responsibility for computing the 
information daily on radioactive fallout patterns. We are working 
very closely with FCDA, and by May 15 we will transmit on the 
teletypewriter circuits twice daily computations by each of our upper 
air sounding stations from which radioactive fallout areas can be 
determined promptly. These computations will be transmitted on the 
teletypewriter circuits that carry all the weather information at the 
present time, and will be distributed to the Civil Defense Adminis. 
tration at their regional offices and to local civil-defense authorities 
from our own field offices. Then it is their job to determine, from 
the wind data we give them and the patterns we compute, what 
might be the lethal area of the radioactive fallout if certain siz 
explosions occur. 

Mr. Preston. You may proceed with your chart. 

Mr. Lirtie. This chart is just a demonstration of the way in which 
the radioactive fallout pattern changes from day to day. The first 
picture on the left-hand side of the chart shows the computed fallout 
pattern from winds taken up to 80,000 feet on April 10. The surface 
wind is calm. At 20,000 feet the wind is west 23 miles per hour, at 
40,000 feet the wind is west 53 miles per hour, and at 60,000 feet the 
wind is west-northwest 35 miles per hour, and at 80,000 feet it is 
west-southwest 22 miles per hour. 

This combination of winds and altitude will produce an area, 
assuming that a high yield explosion occurred over Pittsburgh that 
would extend in a cigar-shaped area from Pittsburgh to a point south 
of Harrisburg. In a high yield explosion this cigar-shaped area would 
be a lethal area. Outside you would find some radioactivity in the 
fallout. 

Mr. Tuomas. Are you going to take samples at high altitudes of the 
atmosphere? 

Mr. Lirrie. We take the wind directions and the velocity, not 
samples. 

Mr. Tuomas. What good is that information going to be to the 
Atomic Energy Commission unless they have something that they 
can measure? 

Mr. Lirrie. The problem is this: to be prepared in case of an atomie 
attack on this country. We must know instantly what the winds are 
in order to compute what would happen if an explosion occurred 
any point. Unless we have the upper winds day by day and make 
computations regularly we do not know what would happen in a! 
emergency. 








611 


Mr. Tuomas. That point is fine. Did you say that you were going 
to have that information available now in an area of an atomic explo- 
sion? I presume you were talking about Yucca Flats and you were 
going to have that information on the teletype and you would tell 
them exactly what the fallout was? Did I misunderstand you? 

Mr. Lirrie. I am afraid so. We are not measuring radioactivity. 
We are not measuring lethal doses. Any radioactivity samples that 
we take at the present time for the Atomic Energy Commission are 
turned over to the Atomic Energy Commission, and they make the 
computations on the degree of radioactivity. We propose the measure- 
ment of winds that are required to determine what the fallout pattern 
would be if an explosion occurred. 

Mr. Tuomas. But you have not taken any air samples? 

Mr. Lirrie. Not at all. 

Mr. Tuomas. Has the Air Force? 

Mr. Lirrie. Not in this demonstration that I am trying to make 
here. 

Mr. Horan. Could I get this clear? You have that shaded area. 
If you do not take your air samples how do you know how to shade 
that? 

Mr. Litre. It is computed from the radioactive fallout that has 
occurred in the Pacific tests, knowing the winds out there and what 
occurred. We have worked out a mathematical scheme to compute 
the fallout pattern for any wind condition, so if we measure, for ex- 
ample, the winds over Washington up to 80,000 feet and then assume 
an explosion here, we can tell you from day to day what the fallout 
pattern would be. We give the winds and the fallout computations to 
the Atomic Energy Commission and the FCDA and then they com- 
pute the lethal area depending upon the size of the explosion that 
might be anticipated. 

Your attention, I think, at this point should be called to a letter 
from Gov. Val Peterson, who is head of the Civil Defense Administra- 
tion, dated March 18, 1955, in which he said—may I read it or just 
put it in the record? 

Mr. Preston. The gist of it is to impress upon you or anybody else 
the necessity for this program? 

Mr. Lirrte. That is correct. 

Mr. Preston. Suppose you just insert it in the record. 

(The letter referred to follows:) 

FEDERAL Civin DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Battle Creek, Mich., March 18, 1955. 


Hon. Sincuarn WEEKS, 
Secretary of Commerce, Washington 25, D. C. 


Dear Mr. Secretary: On February 15, 1955, the Chairman of the Atomic 
Energy Commission, Mr. Lewis L. Strauss, released a statement, part of which 
outlined the problem of fallout of radioactive material following a high yield 
nuclear explosion. In this release Mr. Strauss stated that the fallout pattern is 
determined, among other factors, by the direction and velocity of winds up to 
80,000 feet and above. 

An extremely important civil defense problem facing this Administration is the 
orderly protection of people following an enemy attach during which high yield 
nuclear bombs are exploded. This variability in upper winds with constantly 
changing meteorological conditions prevents the Federal Civil Defense Adminis- 
tration from establishing a set fallout pattern from the point of explosion. There- 
fore, we must depend upon the Weather Bureau for obtaining upper-level wind 
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data up to and above the heights reached by the radioactive cloud and for fore. 
casting each resultant fallout pattern. 

I understand that plans you are submitting to the Congress for fiscal year 1954 
for improving the Weather Bureau’s upper-air program will partially eliminate 
present inadequacies. I strongly endorse plans to this end and urge that your 
Department continue to give top priority to this phase of our civil defense program, 

Sincerely, 
VaL PETERSON. 

Mr. Lirrie. The purpose of these two diagrams which you haye 
observed is to show that from day to day the pattern changes due 
to the wind; for example, if an explosion were to take place at Pitts. 
burgh on the date of April 10, 1955, the pattern would be as you see 
it out on the left-hand side; if the explosion occurred on the next 
day, April 11, 1955, the pattern would be as you see it on the right- 
hand side. It merely shows the pattern changes from day to day 
because of the wind up to 80,000 feet. 

Mr. Preston. Very well, you may proceed. 

Mr. Lirrue. I believe we ought to show you the next chart, if we 
may. 

HURRICANES 


We have in these estimates, Mr. Chairman, amounts for the mod- 
ernization of upper air equipment and for taking over a number of 
the military upper air stations that were established during the war, 
and are basic weather observing functions that should be performed 
by the Weather Bureau. 

Now, in connection with the hurricanes, we have found upper 
winds extremely important for predicting the path of a hurricane. 
This chart, which shows 30 years of August hurricanes, is merely to 
indicate where they originate, in the south part of the North Atlantic, 
and their paths eastward toward the West Indies, Bahamas, and then 
curving to the northeastward. 

Then I would like to show you the next chart, showing all of the 
important hurricanes that have affected the Middle Atlantic States— 
and the Northeastern States, north of Cape Hatteras—since 1820. 
This is a period of 134 years. There are 25 of them; and you will 
see that they all pass—except one—within 150 to 200 miles of Cape 
Hatteras, N. C. 

We plan, before July 1 of this year, to install a powerful radar 
station at Hatteras. We have obtained this radar by transfer from 
the Navy. It will be installed by July 1, so we will be certain it 
will be in operation for the next hurricane season, which is August, 
September, and October, for the North Atlantic. 

Mr. Preston. What is the distance of observation? 

Mr. Litre. It has a 300 mile radius; you can see the rain on it. 

Mr. Preston. It shows the rain? 

Mr. Lirris. Yes; that is what the radar shows, the rain patter). 
The rain pattern appears as spiral bands going into the hurricane, 
and enables us to spot the center and to watch the movement and t0 
determine the speed and acceleration as it proceeds past the Hatteras 
station. 

Mr. Tuomas. That is, you see the rain and can judge by the 
intensity of it? 
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Mr. Litre. That is right, the way the spiral bands curve in toward 
the center of the hurricane. 

Mr. Preston. While we are on the subject of hurricanes, I want 
to insert in the record at this point a letter addressed to this committee 
by Representative James T. Patterson, of Connecticut, and some 
general explanatory matter of a bill that he has proposed in Congress 
dealing with the same matter we have under discussion. 

(The letter and material referred to follow:) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., April 21, 1955. 
Hon. Prince H. Preston, 
House of Representatives, Washington, D. C. 


Dear Mr. Preston: Both the hurricane disasters afflicting our coastal areas 
this year, and the recent predictions of inland hurricane paths and possible future 
devastations, have prompted my submission of an independent appropriations bill 
to Congress. This bill (H. R. 5260) asks for additional funds of $5 million for the 
United States Weather Bureau. 

I firmly believe this added appropriation will enable the Weather Bureau to 
establish and operate an emergency hurricane warning system which will provide 
much greater advance warning of approaching storms. A few hours more of 
advance warning can mean the difference between life and death. 

Reports by economic experts indicate that the property damage from Hurricanes 
Carol, Edna, and Hazel last fall amounted to $1 billion. These 3 storms also 
killed more than 650 persons, and seriously injured thousands more. 

Much of this great loss can be prevented. Disaster experts estimate that 25 
percent savings in damage of property, and 90 percent savings in loss of human 
life, could result if more precise warnings were issued further in advance and 
widely disseminated via newspapers, radio, and TV news bulletins. 

A $5 million appropriation for increased protection from future hurricanes is 
only 1 percent of the total $500 million damage caused by the single Hurricane 
Carol on August 31, 1954. 

An added bonus to the people throughout the country, resulting from increased 
funds expended for a more intensified hurricane forecasting system, will be a 
further improved general forecasting service now provided agriculture, trans- 
portation, and other business interests. 

I am enclosing a copy of my bill and several attachments describing the proposed 
emergency hurricane warning program. I have already sent similar information 
to the 18 governors, 36 Senators, and 177 Congressmen of the Atlantic and Gulf 
States, and have asked them to join me in preventing unnecessary loss of life and 
property from future hurricanes. 

1 will appreciate your interest in this matter. 

Sincerely yours. 
Jim Patterson, Member of Congress. 


[H. R. 5260, 84th Cong., Ist sess.] 


A BILL Making an appropriation for the operation of an emergency hurricane warning system by the 
Weather Bureau 


Whereas hurricanes are causing the loss of life and property in the States along 
the eastern coast of the United States with increasing frequency; and 

Whereas it has thus become necessary to provide increased protection of lives 
and property of persons residing in such States by means of ascertaining and 
disseminating more precisely and at an earlier time, information as to expected 
wind speeds, water levels, and the times and paths of hurricanes: Therefore 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the sum of $5 million is hereby appropriated, 
out of any money in the Treasury not otherwise appropriated, to be expended by 
the Secretary of Commerce, through the Chief of the Weather Bureau, in the 
operation of an emergency hurricane warning system by the Weather Bureau, in 
order to provide more precise information, alerts, and warnings of future hurri- 
canes which may strike the States along the east coast of the United States. Such 
sum shall be immediately available and shall remain available until expended. 
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OBJECTIVES OF THE PROPOSED EMERGENCY HuRRICANE WARNING Systey 
(H. R. 5260) 


1. To reduce unnecessary loss of life and property in coastal States from 
future hurricanes. 

2. To reduce unnecessary interruptions, unnecessary protective action, and 
time-consuming precautionary measures, of thousands of business firms and 
millions of citizens in the fringe area of expected hurricane tracks. 

3. To reduce unnecessary fear and apprehension in the areas in or close by 
expected paths of future hurricanes. : 
4 4. To increase the value of hurricane forecasts to the people of 19 coastal 

tates. 

5. To enable the Weather Bureau: 

(a) To improve all hurricane warning services immediately. 

(6) To forecast with more precision the location, speed, direction and 
intensity of future hurricanes. 

(c) To describe actual and expected weather conditions in and surrounding 
future hurricanes more accurately. 

(d) To provide alerts and warnings of future hurricanes up to 12 hours 
farther in advance than has been possible for past hurricanes. 

(e) To distribute essential hurricane reports and warnings with greater 
speed and efficiency. 

(f) To give complete and accurate forecasts of high water levels for 
occupied coastal areas subject to inundations. 


HOW THE OBJECTIVES OF H. R. 5260 CAN BE ACCOMPLISHED BY CONGRESS THIS YEAR 


1. By voting appropriations to carry out a special and immediate hurricane- 
warning program of the United States Weather Bureau starting June 1, 1955, 
and as long thereafter as may be necessary to avoid unnecessary loss of life 
and property in hurricanes. 

2. In addition, by voting appropriations for the regular program containing 
budget estimates for the Department of Commerce Weather Bureau submitted 
to Congress in January 1955 for fiscal year ending June 30, 1956. 

3. In addition, by voting appropriations for an enlarged hurricane research 
development program for fiscal years 1956, 1957, and 1958. 


Ways In Wuaicu Funps REQUESTED IN H. R. 5260 Woutp Br EXPENDED BY THE 
WEATHER BuREAU 


1. To provide staff sufficient to keep Weather Bureau offices open 24 hours 4 
day in 10 coastal cities from Maine to Texas where existing Weather Bureau 
offices are now open only part time. 

2. To provide technically trained staff sufficient to reopen Weather Bureau 
offices in five coastal cities from Maine to Texas where formerly existing Weather 
Bureau offices have been closed. 

3. To operate special teletypewriter, facsimile, telephone, and radio networks 
for the prompt relay of meteorological information used in forecasting hurricanes 
and major storms, and used for instantaneous distribution of hurricane warnings 
and alerts to all areas and citizens concerned. 

4. To provide staff and observing equipment to operate 12 additional radiosonde 
stations in the United States east of the 100th meridian and in other selected land 
areas adjoining the Gulf of Mexico, Caribbean Sea and western Atlantic Ocean; 
and to provide staff and supplies at existing radiosonde stations to take required 
upper air observations at 6-hour intervals instead of at 12-hour intervals during the 
hurricane season. 

5. To provide additional weather observations during storm periods from 
mete ships traversing the western Atlantic Ocean, Carribbean Sea and Gulf 
of Mexico. 

6. To provide additional forecasters, additional meteorological chartmen, and 
additional communicators to provide around-the-clock hurricane forecasting 
watches at each of the following six hurricane forecast centers: Boston, New 
York, Washington, Miami, New Orleans, and San Juan. 

7. To establish an improved high-water’ warning service in order to inform 
coastal areas of approaching high-storm tides, damaging waves, and other coastal 
inundations from abnormal water levels and floods associated with hurricanes and 
heavy coastal rainstorms. 
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g. To provide meteorological staff and facilities for emergency hurricane 
warning centers and for mobile storm warning squads to supplement the local 
Weather Bureau staffs during the intense activity accompanying the approach 
and passage of hurricanes and major storms; and afterward to survey and review 
(a) the quantity and quality of hurricane reports, alerts, and forecasts, (b) the 
times, places and amounts of hurricane information distributed by all news media, 
(c) the protective action taken by all concerned, (d) and the types and amounts 
of hurricane damage incurred. 

9. To reestablish the ocean weather-ship station formerly located halfway 
between New York and Bermuda, and maintained there by the United States 
Coast Guard for 12 years prior to its removal in June 1954. 

10. To carry out a cooperative private and governmental public information 
program involving important aspects of hurricane alerts, hurricane warnings, 
the changing characteristics of moving hurricanes, and the precautions that should 
be taken by citizens in the forecast path of future hurricanes to save lives and 
property. 

Mr. Preston. You may proceed, Mr. Little. 

Mr. Lirrte. This hurricane problem is the second major problem 
that Dr. Reichelderfer mentioned in his general statement. 

I would like to go on to the next chart, if I may; if you will remember 
the chart that I just referred to covers only the hurricanes that affect 
the coast north of Cape Hatteras. I want to show you now a chart of 
hurricane paths affecting the coast south of Cape Hatteras, which is for a 
much shorter period. This chart covers the period 1896-1954. ‘There 
are, I think, some seventy-odd hurricanes which have crossed the coast 
at points indicated on that chart. 

The problems there, as you can readily see, are much greater in the 
South Atlantic than they are in the North, and in these posters, as I 
will describe to you later on, are shown the locations of the radars that 
we propose. gh ; i, 

Mr. Tuomas. I notice a point in Florida and across in Louisiana. 

Mr. Lirrie. Yes, and in Texas likewise. 

The reason that the hurricane does not appear to go across the coast 
on the Atlantic side of Florida, north of, say Daytona Beach, is because 
at that point the hurricane generally will follow the coast. 


TEXAS RADARS 


Mr. Toomas. Do you have any signals set up anywhere on the 
Texas coast, any place around Houston, Galveston, or Port Arthur? 

Mr. Lirrin. Yes; we have radars at Brownsville and Lake Charles. 

Mr. THomas. That is 400 miles from where I live. What about 
Galveston and Beaumont? 

Mr. Lirrir. Yes; Galveston has a radar. 

Mr. Tuomas. How far can you see with them? 

Mr. Lirrie. This is a small one, about 150 miles. 

Mr. THomas. Where is your nearest vector? 

Mr, Lirrte, The Dow Chemical Co. at Freeport, Tex. This is 
quite a powerful radar. Then the Copano Research Foundation at 
Victoria, Tex., also has a very powerful radar. 

Mr. Tuomas. Is the information public? 

Mr. Lirrte. Oh, yes; we get reports from them and they are dis- 
tributed over the weather teletypewriter circuit. 

Mr, Tuomas. Very well; go ahead. 
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TRACK OF HURRICANE HAZEL 


Mr. Lirtie. I would like to show you the path of Hurricane Hazel 
last year. It was first picked up at Trinidad in the West Indies, Its 
path showed a distinct wobble. It moved toward the west for several 
days, and then turned sharply to the northeast and passed over 
Haiti. There were 400 deaths from this storm when it passed over 
the edge of Haiti. 

Then it suddenly turned to the northwest; then to the north, and 
then back to the northwest. Finally it came inland at Myrtle Beach, 
S. C., and then passed slightly west of Washington on its northward 
journey toward Toronto. It did considerable damage at Toronto and 
in that Canadian area. 

Then the next chart will show you some details of Hurricane 
Hazel as it came in at Myrtle Beach. 

The red area on the chart shows the area in which the winds were 
50 miles per hour or more. 

The first map is for 11:30 a. m. with the center south of Raleigh: 
the second map, 3 hours later, at 2:30 p. m., shows the center in the 
vicinity of Danville, Va. The third map, at 5:30 p. m., shows the 
center just west of Washington, D. C. 

And the fourth, at 8:30 p. m., shows the center in western New 
York State as it headed toward Toronto. 

I want to point out again the wobble in the path. The wobble was 
real. We do not understand what causes the wobble, but we must 
find out to increase our accuracy in forecasting hurricane paths. 
Otherwise our forecasters may misinterpret a wobble in the path asa 
change in direction of movement or vice versa. A lot of work has 
been done up to the present time studying the hurricanes to find out 
what causes this wobble, but we do not have adequate data to find out. 

Mr. Preston. Does that conclude with the charts? 

Mr. Lirrue. For the present, yes. 

Mr. Preston. Very well, you may proceed. 


UPPER AIR DATA 


Mr. Lirrie. I would like to mention the third major problem, 
which again is for upper air data, for jet aircraft and similar opera- 
tions. These estimates cover really three things, the radio active 
fallout, upper air winds, the same upper winds for hurricanes and the 
same upper air for jet aircraft, and for commercial operations. 

The fourth major problem that Dr. Reichelderfer mentioned is the 
transfer of the basic service meterological functions from the military 
agencies to the Weather Bureau, and if you wish, I can go into the 
details on the proposed transfer. 

Mr. Preston. I think you had better comment on that briefly. 

Mr. Littie. The transfer from the military agencies is in four 
parts—it is in the justifications, shown on page 1202, if you wish to 
refer to it. 

Mr. Preston. Yes. : 

Mr. Litre. The first one is the consolidation of the central analysis 
functions. 

We have out in one wing of the Census Building at Suitland, Md., 
an operation for analyzing both the surface and upper air charts for 
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the Northern Hemisphere and for the electronic computer an area ~ 
from about Honolulu to half way across the Atlantice—that whole 
area from the South American coast to the pole, and that operation 
prepares all of our upper air charts and analyzes the information and 
transmits the information by facsimile, to 75 Weather Bureau sta- 
tions in the United States, all Air Force airbases, and to most of the 

Navy bases. These charts then form the basis of forecasts by the 
military for their operations, and also all forecasts and storm warnings 
issued by the Weather Bureau. 

This consolidated Central Analysis Unit is now operated jointly 
by the Air Force, Navy, and Weather Bureau. 

‘This is basically a meteorological function of a civilian agency, and 
the Air Force and the Defense Department have asked the Bureau to 
take it over. That is the first item amounting to $359,400 of the 
military takeover items. 

Mr. Tuomas. The 25 installations? 

Mr. Lirrie. No; I will be glad to give you the 25 in a moment. 

Mr. Preston. This $359,400 will be a minus item in the military 
budget? 

Mr. Lirrie. I understand it has been coordinated by the Bureau 
of the Budget. with the Department of Defense. 

We have with us, Mr. Chairman, Gen. T. S. Moorman of the 

Air Force and Capt. J. C. S. McKillip of the Navy. 


TRANSFER FROM DEFENSE DEPARTMENT 


Mr. Preston. General Moorman, you might comment on that 
question. Do you know whether this transfer from the military to 


the Weather Bureau has resulted in taking that item out of the 
military budget? 

General Moorman. Mr. Chairman, I have been assured by the 
Bureau of the Budget that items appearing in the Defense budget 
are not duplicated in the Weather Bureau budget; that the Bureau 
of the Budget has considered that, and I am sure it is taken care of. 

Mr. Preston. Very well. 

Mr. Lirrite. Mr. Chairman, if you would like to have it, I have some 
copies of correspondence which went on in regard to this matter: 

First, a letter from the Assistant Secretary of Defense and the 
Secretary of Commerce, proposing the takeover of these four items: 
second, a letter from the Secretary of Commerce, Mr. Weeks, to the 
Assistant Secretary of Defense, stating that we would take it over: 
third, a letter from the Bureau of the Budget Director, Mr. Rowland 
(. Hughes, to the Secretary of Defense, stating this was satisfactory; 
and fourth a communication from the Joint Meteorological Committee 
of the Joint Chiefs of Staff, all indicating concurrence. 

Mr. Preston. I think we had better insert these letters at this 
point in the record. 

(The communications referred to follow:) 

AssISTANT SECRETARY OF DEFENSE, COMPTROLLER, 


iF November 1, 1954. 
The honorable the SecRETARY OF COMMERCE. 
Dear Mr. Secretary: A study has been made by the Joint Chiefs of Staff 
“hich indicates that in many areas in the field of meteorology the military services 
‘re performing functions and are operating, subsidizing, or programing facilities 
Which are, by statute, a basic responsibility of the United States Weather Bureau. 
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_ The military services have no desire to invade the field of responsibility of the 
civil Government agencies. The present situation stems from the fact that the 
United States Weather Bureau has not been in a position to furnish all the basic 
meteorological services to the Nation. Particularly during World War II the 
military services were forced, by military necessity, to establish many basic 
meteorological facilities which must be continued. Attempts have been mace 
to transfer some of these facilities, but, largely due to budgetary limitations, the 
United States Weather Bureau has not been able to accept them. 

Examples of United States Weather Bureau responsibilities being carried oy 
by the Department of Defense are as follows: 

(a) Upper air stations. 

(b) Climatological program, covering the functions of collecting, preserving, 
anc making available climatological data. 

(c) Weather Bureau-Army-Navy Analysis Center. 

(d) Meteorological communications to include the assumption by the Weather 
Bureau of funding for and operating the national weather facsimile network. 

We propose a Department of Defense-Department of Commerce joint program 
looking toward the transfer of these facilities to the Weather Bureau with the 
following policy consideration in mind. Only those military-operated meteoro- 
logical facilities which are a part of the basic foundation upon which all 
meteorological activities of the Nation depend will be transferred to the United 
States Weather Bureau under this program. In transferring these facilities to 
the United States Weather Bureau there is no decrease in the vital defense require- 
ments which originally prompted the establishment of these facilities by the 
military services. Therefore, implementation of this program should be effected 
only if the military services can be given assurance that the United States Weather 
Bureau will be capable of maintaining these facilities on a continuing basis. 

At the present time the Department of Commerce (U. 8. Weather Bureau) has 
membership on the Joint Meteorological Committee of the Joint Chiefs of Staff 
who, we assume, subject to your notification, would represent the Department of 
Commerce for negotiating this transition program. 

There is enclosed a copy of a letter dealing with this matter that I have trans. 
mitted to the Director of the Bureau of the Budget, and a copy of the transition 
program prepared by the Joint Chiefs of Staff. 

Sincerely yours, 
W. J. McNet. 





THE SECRETARY OF COMMERCE, 
November 18, 1954. 
Hon. W. J. McNett, 
Assistant Secretary of Defense, 
Washington, D. C. 


Dear Mr. McNett: Your letter of November 1, 1954, proposed a joint program 
for transfer of certain basic meteorological facilities from the Department of 
Defense to the Department of Commerce. I amin complete agreement with the 
proposal and have presented estimates to the Director of the Budget providing for 
the Weather Bureau to take over responsibilities for the following meteorological 
activities under the plans suggested by the Joint Meteorological Deamaatehen: 

(a) National Weather Analysis Center (now operated jointly by Air Force, 
Navy, and Weather Bureau). 

b Certain basic upper air sounding stations. 

c) Weather observations in the Trust Territories. 

d) Preparation of Northern Hemisphere weather maps. 

We plan to provide for other basic items as rapidly as they can be budgeted for 
and transferred efficiently. Your comments regarding assurance of continuity i0 
pensrem are pound and we will plan to request representatives from the 

epartment of Defense to assisting in presenting military requirements in basi 
meteorological facilities at hearings on budget estimates. Working arrangements 
can be continued through the Joint Meteorological Committee, as you have 
suggested. 

hank you for the cooperation and support you have given in proposing acti 
toward consolidation of basic meteorological facilities. 
Sincerely yours, 


SrncLtarin WEEKS, 
Secretary of Commerce. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., December 20, 1954. 


The honorable the SEcRETARY OF DEFENSE. 


My Dear Mr. Secretary: The President’s recommendations for appropria- 
tions to the Department of Commerce for fiscal year 1956 have been transmitted 
to the Secretary ot Commerce. These recommendations include specific budge- 
tary items of interest to the Department of Defense as outlined below. 

The policy of financing operation by the Civil Aeronautics Administration of 
radar-approach control centers for the Air Force by reimbursement is to be con- 
tinued in 1956. The operation of the navigation aid, Consolan, for the Air Force, 
and the manning of certain traffic control positions at Perrin Air Force Base are 
also to be continued on a reimbursable basis. 

The recommendations for the Weather Bureau include $2,450,000 to finance 
certain meteorological activities presently financed in the Department ot Defense 
budget. These activities are upper-air observations at 25 locations, Weather 
Service in the Trust Territories, preparation and publication of Northern Hemi- 
sphere maps, and national weather analyses. It is expected that the transfer of 
these activities will be accompanied by equivalent and demonstrable economies 
within the Department of Defense. 

Sincerely yours, 
Row.anD Hvueues, Director. 


Tue Jomnt Curers or Starr, 
JoInT METEOROLOGICAL COMMITTEE, 
Washington, D. C., January 25 1956. 
Memorandum for: Secretary to the Chief of Naval Operations (JCS), Director of 
Plans, United States Air Force Chief, United States Weather Bureau 
Subject: Transfer of certain meteorological facilities from the military services 
to the United States Weather Bureau 
References: (a) JCS 1910-35 
(b) JCS 1910-38 
(c) JCS 1910-41 


1. In reference (a) the Joint Chiefs of Staff approved and forwarded to the 
Secretary of Defense a program for the transfer of certain meteorological facilities 
from the military services to the United States Weather Bureau. Reference (b) 
contains the view of the Assistant Secretary of Defense (Comptroller) on the 
program, together with copies of memoranda sent by the Secretary of Defense 
to the Director, Bureau of the Budget and the Secretary of Commerce, requesting 
their approval of the program. Appendixes A and B to reference (c) contain 
their replies, both of which are an endorsement of the program. 

2. Reference (a) provided that, once the general program was approved by the 
agencies concerned, the responsibility for the planning of the implementation of 
the program would be delegated to the Joint Meteorological Committee. Since 
the Chief, United States Weather Bureau is a member of this committee, it is 
ideally suited for carrying out the program. 

3. In anticipation of the above departmental approval of the general program, 
the United States Weather Bureau has already included funds in its fiscal year 
1956 budget to provide for the funding and operation of the following meteoro- 
logical activities: 

(a) National Weather Analysis Center—This center is now funded for and 
manned jointly by the Air Force, Navy, and Weather Bureau. 

(6) Weather observations in the Trust Territories—These observations are 
taken by the Weather Bureau but their cost is borne by the Navy. 

(c) Preparation of Northern Hemisphere weather maps—The cost of this proj- 
ect is now equally divided between the Air Force, Navy, and Weather Bureau. 

(d) Certain basic upper-air-sounding stations—The stations which are to be 
selected for transfer are operated or programed by the Air Force and Navy. 

4. The Joint Meteorological Committee, during its 341st meeting on January 
18, 1955, noted the action taken by the Secretary of Commerce and agreed that the 
appropriate military service should be requested to implement the program in the 
above areas as soon as practicable after the United States Weather Bureau has 
received the necessary funds. Therefore, it is requested that your service take 
appropriate action on this agreement. 
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5. For your information, the Joint Meteorological Committee is currently 
determining the upper-air stations to be transferred and the phasing of the trans. 
fer. You will be advised as soon as this information can be finalized. 

D. F. Moore, 
Major, USAF, Secretary. 


Mr. Preston. Will you take up the next item, Mr. Little? 


WEATHER MAPS 


Mr. Lirrite. The second item under the proposed takeover from 
the military service is the preparation and publication of historical 
Northern Hemisphere weather maps. During the war, in order to 
use the weather information to the greatest advantage on the United 
States side, we had to have complete weather maps of the Northern 
Hemisphere for as long a period as we could get them. They were 
prepared from available basic data for a 40-year period from 1899 to 
1939. 

During the war, of course, communications were held up and we 
could not get immediate information from all parts of the Northern 
Hemisphere so there are some gaps on series of the maps. But since 
the war, we have kept that program active for research purposes, mili- 
tary planning, and so forth. 

It has been operated through cooperation of the Air Force, Navy, 
and Weather Bureau, each contributing a third to the project. 

This second item, of the military takeover program, is two-thirds of 
the cost of that operation. 

The third item is for weather service in the trust territory; that is, 
certain islands in the Pacific. 

I have a map showing the location of the four stations in the Pacific; 
those are Yap, Truk, Ponape, and Koror. They are near the atomic- 
test area of Eniwetok and Bikini. The stations are now being financed 
by the Navy. The Weather Bureau is operating them but the Navy 
has been transferring funds to the Weather Bureau for their operation. 
The stations are needed because of the typhoon situation. Typhoons 
develop in that area, traveling toward Guam, the Philippine Islands, 
and Japan. 

The typhoon problem has been so acute that the Navy had to have 
special upper air observations. It is a civilian job because the trust 
territory, as you know, is operated and controlled by the Interior 
Department, and they have asked us to maintain necessary weather 
facilities and the Navy has been financing them. 

The item amounts to $177,100. 

The fourth item in the military takeover is the operation of 25 upper 
air basic network stations. 

The circles shown on the chart, with the exception of three, are the 
upper air stations that are now operated in the United States. They 
are, at the present time Weather Bureau, Air Force, and Navy, &s 
the overlays on the chart will indicate. 

The circles in red are the 25 stations that are to be taken over from 
the military service. Two of the stations are in Alaska and are no! 
shown on the map; two in the Pacific, and the remainder are on the 
chart. 

All of these stations were operated up to the present time by the 
Air Force or by the Navy. 
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Now, if you will turn the overlay over: The Weather Bureau has 
modified seven existing stations, and those are shown on the map in 
vellow. 

’ Mr. Horan. Where are they? 

Mr. Lirrite. They are at Las Vegas, Nev., and Helena, Mont. 
no, | think Great Falls, Mont.—— 

Mr. Preston. Will you list them? 

Mr. Litre. Las Vegas, Nev.; Great Falls, Mont.; Tatoosh Island, 
Wash.; Omaha, Nebr.; International Falls, Minn.; Columbia, Mo.; 
and Atlanta, Ga. 

But we have only modified them, with some surplus equipment 
that we were able to get from the military service. 

Now, the next overlay will indicate the remainder of the stations. 
These are the stations that we want to modernize in order to get the 
wind up to an altitude of 80,000 feet. 

So this chart shows the second part of the estimate: 25 stations to 
be taken over from the military service and the remainder to be 
modified with new equipment to get the very high altitude winds. 

The total in the estimate for the takeover of the 25 upper air basic 
network stations is $1,875,900. 

All four takeover items therefore represents an increase of 
$2,870,000. 

Mr. Preston. The figures that you have just given us for the four 
items are translated on page 1218 and the following pages, 1219 on? 

Mr. Lirrie. That is right. 

Mr. Preston. Let us look at them from page 1218 first 

Mr. Lirrie. Yes. 

TRAVEL 


Mr. Preston. Let us take a look at the figures on page 1218, 
You have an increase of $103,910. Will you explain that to us, Mr. 
Little? 

Mr. Lirrie. I would like to have the budget officer, Mr. Grubb, 
explain that item. 

Mr. Preston. Very well, Mr. Grubb. 

Mr. Gruss. Mr. Chairman, the increase of $103,910 is for several 
items. The first consists of $50,840 to annualize fringe-benefit costs 
associated with overseas leave travel. 

The second item is for the preparation and publication of historical 
Northern Hemisphere weather maps, $370. 

The third item is for travel to and from the trust territory islands 
in the Pacific, $9,470. 

The fourth item covers travel for maintenance and operation of 
the 25 upper air basic net stations taken over from the military, 
$32,895. 

And fifth for the operation of those facilities proposed in the 
appropriation for establishment of meteorological activities, $10,335. 

Mr. Preston. All of the travel is in this figure right here? 

Mr. Gruss. Yes, all increases. 

Mr. Preston. The next item for the establishment of facilities, will 
have no travel in that figure; is that correct? 

Mr. Gruss. Mr. Chairman, this travel is for maintenance and 
operation of facilities in established programs. There will be some 
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travel costs associated with the installation of new facilities in the 
establishment program. 

Mr. Tuomas. Will the gentleman yield? 

Mr. Preston. Certainly. 

Mr. Tuomas. Why, Mr. Chairman, would you have an item like 
printing and binding here under travel; operation of 25 upper network 
stations; operation of other facilities, travel. I do not quite under. 
stand your bookkeeping on that, or is that a misprint? 

Mr. Gruss. You are asking about printing and binding item? 

Mr. Tuomas. Yes; why would you have items like that under travel? 

Mr. Gruss. There is a certain amount of travel required in con- 
nection with the preparation and publication of historical weather 
maps between our analysis center here in Washington, and where 
data are collected and processed at Asheville, N. C. 

In connection with travel in the trust territory, there is a certain 
amount required for the transfer of employees to and from stations 
in the trust territory islands. Travel is also required of radiosonde 
technicians in the maintenance of the electronics equipment at these 
four stations. 

The operation of the 25 upper air basic network stations will 
incur travel costs for the transfer of employees to those stations, 
And also travel will be necessary by electronics technicians for the 
purpose of servicing the equipment at these stations. 


SUPPLIES AND MATERIALS 


Mr. Preston. What about the item of supplies and materials 
increase, $1,505,615? That is almost twice as much as the figure 
was in 1955. 

Mr. Gruss. The difference or increase of $1,505,615 for supplies 
and materials is comprised of a number of programed items. First, 
$5,000 for the preparation and publication of historical Northen 
Hemisphere weather maps. 

Second, $42,635 for the weather service, trust territory islands in 
the Pacific. That part of supplies and materials for the trust territory 
islands is principally upper air expendables; for example, radiosonde 
instruments, ene batteries, and so on, that are required for that 
type of observation. Also included in the cost for suppplies and 
materials for the trust territories is an item for the helium that is 
necessary for inflating these balloons. 

The third category of increase for supplies and materials, $1,307,840, 
is for similar expendable supplies for the 25 upper air stations, taken 
over from the military, consisting of radiosonde and radiosonde 
supplies; instruments, balloons, batteries, parachutes, and helium. 

The remainder, $150,140 is for supplies for operating the facilities 
that will be established in connection with the appropriation establish- 
ment of meterological facilities. 

Mr. Tuomas. Where do you get these figures of $1.5 million since 
you have had no experience in the operation of the 25 upper alt 
stations? 

Mr. Lirrte. Well, we know what the military contracts are for 
radiosonde instruments; we know what our own contracts for radio- 
sonde instruments are, and we know what the batteries and parachutes 
and helium and balloons cost. We know that. 
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Mr. THomas. How do these figures compare with the Army opera- 
tions for the fiscal year 1955? 

Mr. Lirtie. It is about the same for the instruments and equip- 
ment—that is what we are talking about, supplies and sseteniles 

Mr. Tuomas. Are you guessing, or do you have it? 

Mr. Lirrue. We have gone over all of these with the Bureau of the 
Budget very carefully in considering the details of the estimates, and 
we can produce the figures if you would like, showing the contract 
costs. 

Mr. Tuomas. You did that with the Bureau of the Budget? 

Mr. Lirrue. Yes. 


INCREASE REQUESTED FOR 1956 


Mr. Preston. Under this appropriation ‘Salaries and expenses,”’ 
the increase is represented by $2,521,600 for the 4 items taken over 
from the military, plus $348,400 for the part-year operation, itemized 
subsequently, but proposed in the appropriation entitled ‘Establish- 
ment of meteorological facilities”’; is that correct? 

Mr. Lirrie. That is correct. 

Mr. Preston. That is the only time we need to concern ourselves 
in this hearing on the increases that you just mentioned? 

Mr. Lirrue. Yes. 

Mr. Preston. This $348,400 can be considered at the time we are 
talking about the establishment of facilities? 

Mr. Lirrie. Yes. 

Mr. Preston. Are there any questions on this item of salaries and 
expenses, Mr. Rooney? 

Mr. Roonry. I think not. 

Mr. Preston. Mr. Yates. 

Mr. Yatsrs. This is for salaries and expenses? 

Mr. Preston. This is for salaries and expenses in the establishment 
of facilities needed. 


INADEQUACY OF SERVICE IN TEXAS 


Mr. Tuomas. I have just one question, Mr. Little. The people 
down in my area keep on complaming about 12 months out of the 
year concerning the inadequacy of the weather service. Recently 
there has been developed quite a large industry in the offshore drill- 
ing out in the bay, and they claim they should have more advance 
notice, and soon. And over the past 5 or 6 months, I have had some 
communication with the Bureau with reference to that point. 

Mr. Lirrie. Yes. ; 

Mr. Tuomas. I believe you here propose a station some place on 
the Florida coast and on the Louisiana coast. Is that true? 

Mr. Lirrie. Yes. In these estimates we plan one at Burrwood, 

a. 

Mr. Tuomas. The testimony to the committee is that the facilities 
are now inadequate; some of them are out of date. You have $5 
million in the request; are you going to place any new equipment? 

Mr. Lirrue. Yes. 

Mr, Tuomas (continuing). On the Texas coast? 
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Mr. Lirrie. Yes. I can show you a chart which will indicate the 
new radar stations that we are going to put in along the coast. 

Mr. Tuomas. We will get to that later? 

Mr. Lirrie. Yes. 


Mr. Preston. Mr. Yates. 


WEATHER TELEPHONE SERVICE 


Mr. Yates. I received a telephone call from a constituent last 
year indicating that the Weather Bureau in the city of Chicago is 
undermanned. I speak now not of the automatic telephone messages 
that come in to persons dialing ‘“‘weather,” but I speak of the type of 
service which commercial enterprise wants. 

For example, one of my constituents is in the chocolate-candy 
business and it is necessary for him to know the weather along the 
route over which he is shipping candy. He has telephoned me that 
he has called time and time again in the morning and has spent as 
much as 2 and 3 hours trying to break through to get a weather report. 
I have personally contacted the service and was told that the Weather 
Bureau has just 1 telephone operator giving that information for each 
8 hours of service. Can you tell me whether that is true? 

Mr. Lirrze. Possibly it is true. 

Mr. Yates. I know it is true; as a matter of fact, your office gave 
me that information. What I want to know is whether you are doing 
anything to rectify it? 

Mr. Lirrie. We have one telephone line open to the general public. 

Mr. Yates. In the whole metropolitan area of Chicago? 

Mr. Lirrie. Yes. We have found in recent years that it is prac- 
tically impossible to handle the telephone business. If we were to 
put in 25 lines in Chicago and we had 25 people answering the service 
calls, we could not handle the load on one of those days when severe 
storm threatens or occurs. 

Mr. Yates. I am not talking about the service on a day like that. 
I am talking about a a day. 

Mr. Lirrie. I know. I do not know whether we should forget 
everybody in case of a heavy storm and only try to handle the normal 
day or not. We have been following the practice of trying to provide 
information on a wholesale basis to radio stations, to newspapers, to 
automatic telephone systems, so that they can get it without having 
to call the Weather Bureau, because the average taxpayer has a right 
to call the Weather Bureau just as anyone else. 

Mr. Yates. When you say they have the right to call the Weather 
Bureau, I say certainly they have; and yet you are providing only | 
man and 1 phone to meet the demand. 

Mr. Lirrie. I venture to say that if we had 10 persons, we could not 
keep up with the business. 

Mr. Yates. Do you think it is reasonable for a community the size 
of Chicago, or the size of other cities in this country, to have only 
one phone? 

Mr. Lirrte. We think it better to furnish a broadcast service, pub- 
lish the information in the newspapers, or have it used over the auto- 
matic telephone system, or some similar type of distribution. 

The automatic telephone on a normal day in Washington runs about 
60,000 calls and on a bad day they will get a quarter of a million. 
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Mr. Yatss. I think that is good and I think you are to be com- 
mended for having the automatic transmission system; but you have 
vital weather information, and people cannot get it by general broad- 
casts. A commercial shipper certainly has the right to call the 
Weather Bureau for information. 

Mr. Lirrte. There is a system that can be operated. We work 
with the Western Union Telegraph Co.; they provide a CND—com- 
mercial news dispatch—service in which they send forecasts for any 
route that may be wanted; a telegram goes for the route. They may 
send them to a hundred people. We are looking into that kind of 
means of distributing weather news. 

Mr. Yates. [ commend you for looking for different ways of spread- 
ing your information; but my point is, Mr. Little, that the system is 
still inadequate. How many phones do you have in New York City 
to provide such information? 

Mr. Lirrie. One. 

Mr. Yates. You have only 1 man and 1 phone in the New York 
office? 

Mr. Lirtte. We have one telephone line. 

Mr. Yates. One telephone line in the New York area? 

Mr. Lirrue. Yes; one listed telephone number. 

Mr. Yates. Is that true of every metropolitan area in the country? 

Mr. Lirrix. I believe so. I should say this, that we also have 
unlisted telephones. In addition, there is a line that goes to the radio 
station for transmitting weather reports, and for broadcasts to the 
public. We also have unlisted telephones for aviation interests. 


AVIATION WEATHER SERVICE 


Mr. Yates. That was my next question, concerning the service 
afforded to private fliers. 1 understand that you only have 1 man 
who is on 1 telephone for private aviation. 

Mr. Lirrte. We have 10 people at the Midway Airfield. 

Mr. Yates. How many people answering telephones? 

Mr. Lirrie. One. 

Mr. Yates. One answering the telephone? 

Mr. Lirrip. Yes. 

Mr. Yarss. So if a man is flying from Chicago to another city and 
wants to know if there was a storm impending, he would have to be 
able to break through on one line of telephone in order to get that 
information? 

Mr. Lirrie. I should say not 1 line; 1 operator; a separate line for 
aviation. 

Mr. Yates. One line for aviation? 

Mr. Litrte. At Midway; yes. 

Mr. Yates. And how many calls do you think he would have to 
make to get information about a possible storm? How many calls 
do you think would be made? 

Mr. Lirtie. I think we could probably handle them. 

Mr. Yates. Do you consider this to be reasonable service for a 
metropolitan community the size of Chicago? 

Mr. Lirrte. Well, in the case of Chicago, we have an aviation 
broadcast on a 162-megacycle frequency. 
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Mr. Yatres. What would that cover; what would a person have 
to do if he were a private flier and wanted to fly from Chicago to 
Springfield, Ill.? Would the type of broadcast which you have just 
discussed give me the kind of information I wanted? 

Mr. Litrie. Yes; but if you wanted more detailed information, 
you could always look in the Airman’s Guide for the unlisted Weather 
Bureau number to call. 

Mr. Yates. But if I did, I would have to—— 

Mr. Lirtte (interposing). It is an unlisted number, free number. 

Mr. Yares. I mean, I would get a busy signal, would I not? 

Mr. Lirrue. No; there are two lines. 

Mr. Yares. But do you not have a number of private pilots asking 
for the same information? 

Mr. Lirttie. I think the volume of calls of private flyers is not 
the same as from the public. The facts are that you could get in 
on 1 of those 2 lines. 

Mr. Yates. It seems to me that the service is inadequate. 

Mr. Lirrue. I know pilots have been using the Airman’s Guide 
for obtaining Weather Bureau telephone numbers. 

Mr. Yates. I did not know anything about the Airman’s Guide 
until you mentioned it to me; this pilot I am speaking about told 
me that he was unable to break through. Now, are you advocating 
a continuation of this restricted policy? Have you asked for addi- 
tional funds with which to better serve the public? 

Why should not the flyer be able to call the Weather Bureau; why 
should not the Bureau be able to furnish that service? They cannot 
expect to break through with just one operator. 

Mr. Lirrie. Our problems are not with telephones, Mr. Yates. 

Mr. Yates. That may be, but it certainly is our problem in Chicago. 
How can we get information when we try to call the Weather Bureau. 
You say you broadcast in the public interest 

Mr. Litrie. Not only that, but you can usually get the Weather 
Bureau Office. I have never had trouble when I called to obtain 
satisfactory service and information. 

Mr. Yates. I called and I am giving you my own experience. It 
is just as I have given it to you. I tried to break through a busy 
signal and could not. If you will try, I think you will find that it 
will take quite a while, 2 or 2% hours, before you can get through. 

I discussed this with a newspaperman and he did not believe me, 
so he tried. He had to wait for an hour and a half before he could 
get the Weather Bureau. This is completely unreasonable. 

Mr. Lirrie. But the newspaper has a special number 

Mr. Yates. Yes, that may be, but this newspaperman wanted to 
test service to the public. He did not believe me, so he tried. He 
had to wait for an hour and a half. I agree the newspapers should 
get service in order to give the information to the public but I do not 
see why the general public should not have reasonable access to your 
information. 

That is all, Mr. Chairman. 

Mr. Preston. Any further questions on this item? 

Before we go on to facilities, I would like to get a statement con- 
cerning your opinion as to the efforts that are being conducted 10 
certain areas to bring about rain. 
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RAINMAKING 


Mr. Lirrte. Mr. Chairman, we have Dr. Wexler here from the 
Scientific Services Division. 

Mr. Preston. We will be glad to hear you, Doctor. 

Dr. WexterR. My position is Chief of Scientific Services Division, 
Mr. Chairman. 

We in the Weather Bureau have been watching the rainmaking 
experiments since their inception in 1947, and have engaged in some 
experiments of our own. 

There is one factor that is probably not appreciated much by the 
general public and that is that most rainmaking experiments are 
carried on against the background of a very great variability of 
natural precipitation. I am sure all of you have seen occasions where 
fit was raining in one part of town and not in another part of town. 
Then there is an equally great variability in time. 

So when somebody tries to increase rain by releasing some seeding 
agent, he is always doing that against a background of extreme 
variability of natural precipitation, both in space and time. 

If we could predict. natural precipitation exactly as to time and 
place from our knowledge of atmospheric conditions, then we would 
be able to evaluate efforts to increase it, but we cannot predict the 
rainfall accurately because of this natural variability. 

There have been numerous experiments conducted by Government 
agencies, by private citizens, by commercial concerns, and millions 
of dollars have been spent by farmers and others interested, but as 
yet we have not come up with any firm answer to the question as to 
how much of an increase of rain has resulted. 

Although a large number of careful experiments have been con- 
ducted bundreds more are necessary before we can draw firm scientific 
conclusions. 

The experiments which have been conducted and have been eval- 
uated up to date indicate that there is possibly no increase beyond 
20 or 30 percent; that is, although there have been areas where rain 
has been induced artificially, there have not been enough experiments 
to indicate the size of the effect, if it is below the 20 or 30 percent level. 
Just how much below the 20 or 30 percent level has not been deter- 
mined because we do not have enough experiments to date to narrow 
this thing down. 

SILVER IODIDE EXPERIMENTS 


Mr. Preston. Do you know if the use of silver iodide would be a 
more effective way, if it is effective at all, than the dry ice method of 
trying to seed the clouds? 

Dr. Wexuer. The silver iodide if done under laboratory conditions 
seems to work as well as dry ice. The failure, however, of silver 
lodide compared to dry ice is a very rapid deterioration when it is 
exposed to heat or the sun, which lowers its effectiveness by a very 
large percent in a very short time. 

Experiments conducted in Australia, by means of a properly 
equipped airplane, indicates that the silver iodide decays and diffuses 
so rapidly in the atmosphere that it is not effective as a seeding agent 
more than 10 miles away from the ground generator nor more than 
a mile high, which is generally below the rain-producing clouds. 
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Mr. Preston. The silver iodide has to be broken down into minute 
particles, of course? 

Dr. Wexuer. Yes, that is done by heat generated by high-temper. 
ature generation; the heat transforms the fuel impregnated with the 
chemical into very small particles. There is some indication, too, that 
the rays from the sun decrease its effectiveness; although there js 
some more recent indication that it is caused by high air temperatures, 

Mr. Preston. Thank you very much. 

Now, off the record for a moment. 

(Off the record discussion.) 

Mr. Preston. Are there any further questions on this item before 
we go to facilities? 

Mr. Yates. Do your experiments duplicate, or are they being 
duplicated with the work of the International Geophysical Yea 
efforts? 

Dr. Wexter. No; there will be no duplication of the Weather 
Bureau of the International Geophysical Year efforts. The Weather 
Bureau has cooperated from the beginning with the International 
Geophysical Year people. The normal observations being taken by 
the Weather Bureau will be used by the IGY. There is no increase 
contemplated, in the meterological program in the United States for 
the International Geophysical Year. 

Mr. Lirrie. Mr. Chairman, may I say that I had General Moorman 
from the Air Force and Captain McKillip of the Navy come up here 
especially to be able to give testimony from the military point of 
view relative to the items already discussed. 

Mr. Preston. We appreciate your efforts in having these gentle- 
men come. There is no problem confronting us with the item and we 
will be very glad to excuse these gentlemen and to thank them for 
coming up. 

Mr. Lirrie. Thank you. 


EsTABLISHMENT OF METEOROLOGICAL FACILITIES 


Amounts available for obligation 


























| 1954 actual 1955 estimate | 1956 estimate 
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Obligations by objects 


Object classification 1954 actual | 1955 estimate 1956 estimate 


Total number of permanent positions ”) 
4 verage number of all employees 18 
Number of employees at end of year - 1) 


Average salaries and grades: 

General schedule grades: 
Average salary -- $5, 879 
Average grade... .-.---.. : GS-10.3 


01 Personal services: Permanent positions- - $101, 440 
02 Travel__- as tee ee 8 345 
03 Transportation of things oom 50, 410 
(4 Communication services 295 
07 Other contractual services -- -- ; ‘ , 392, 040 
08 Supplies and materials 1, 635 
09 Equipment ike 3, 562, 600 

Lands and structures - -- 50, 000 


Obligations incurred _-- cS . 4, 184, 695 


Analysis of expenditures 





1954 actual | 1955 estimate! 1956 estimate 








Obligations incurred during the year-- =F L : $4. 184, 695 
Obligated balance carried forward. - __- oe nal i — 2, 798, 295 


Total expenditures (out of current authorizations) 5 ah ii ae oe D ait 1, 386, 400 


Mr. Preston. The next item is for the establishment of meteoro- 
logical facilities, found on page 167 of the committee print and page 
1232 of the justifications. 

We will insert in the record at this point pages 1232 and 1233. 

(The statements referred to follow: ) 


EsTABLISHMENT OF METEOROLOGICAL FACILITIES 


y 
Summary of requirements 


Appropriation 1955_..........._-- 
Base for 1956 





Require- 
ments 
1956-59 

(estimate) 


By activity 





. Upper-air observational equipment-_--_-----_--- aatealit ae gebe $2, 700, 000 
. Weather surveillance radar __ | 927, 000 
3. End-of-runway observational equipment --- Sidtdbde Sas ; 665, 000 
4. Other surface observational facilities ‘ 7 322, 000 
5. Engineering and technical support__.......______-- : Jl 386, 000 


l 
2 


Total__.- ; ; é $5, 000, 000 





5, 000, 000 
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Summary of estimated obligations 




















visited: ae 
Fiscal year 
Total, 
4 years 
1956 1957 1958 1959 

Total number of permanent positions_.__-.._..._---- 20 14 ll 7 % 
Average number of all employees (total man-years) __ 18 14 11 7 5%) 
Personal service obligations: Permanent positions im 
(total personal services) . ..............------------ $101,440 | $81,495 | $64,730 | $39,585 | $287, 29 
ET roca a cedigsceunc cds cccnsacteee owes 4, 083,255 | 316, 654 201, 142 111, 699 | 4, 712, 7% 
NN INE aos cenit nccansadramernten 4, 184,695 | 398,149 | 265,872} 151,284 | 5, 000,00 


Mr. Preston. This is a request in the amount of $5 million and it is 
a new item. 

All right, Mr. Little, will you speak to this item? 

Mr. Lirrie. Yes, Mr. Chairman. 


GENERAL STATEMENT 


I touched briefly on it in my opening remarks. 

This item provides for modernizing 58 existing Weather Bureau 
upper-air stations and for the establishment of 3 additional stations to 
fill in network gaps. The three additional stations are Winnemucca, 
Nev., Jackson, Miss., and Charleston, W. Va. 

These 58 stations are using obsolete equipment that the military 
discarded shortly after the war. We are unable to reach the high 
altitudes that we have been speaking about previously of 80,000 feet 
with this obsolete equipment. 


GROUND EQUIPMENT 


The first part of this item is for ground equipment, to measure wind 
direction, wind velocity, temperature, pressure, and moisture in the 
upper atmosphere all the way up to 80,000 feet and above. This 
information is needed for radioactive fallout computations, hurricane 
and other severe local storm forecasting, and for jet-aircraft operations. 

I might show you at this time pictures of the ground equipment 
so that you will know what we propose to purchase. 

The left hand picture shows the shelter where the balloon is inflated. 
It has a very large door, 14 feet by about 12 feet, so that the inflated 
balloon can be removed without breakage. On top is a plastic dome 
for protecting the tracking equipment which is shown on the right. 

This tracking equipment is not a radar nor is it a radio transmitter. 
It merely receives the radio signal from the instrument on the balloon 
and automatically tracks the balloon as it sails off into the sky. 
This tracking equipment is wired to our office a short distance away, 
where recordings of the track are made. 

Mr. Tuomas. Those are expendable supplies in the balloons? 

Mr. Lirtte. Yes, although we recover perhaps 25 percent of the 
instruments that we release in the United States. Those we release 
on the east coast go to sea, but of those that we release in Omaha, 
for example, about 80 percent are returned by the people who find 
them. We recondition the instruments and save about $10 each. 
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The cost of reconditioning the instrument is about $5 and the original 
cost is about $15, so we save about $10 per instrument. 

Mr. Tuomas. Every time you send up a balloon, what is your total 
cost? 

Mr. Gruss. Every time we send a balloon up the cost is $42.65, 
which is broken down as follows: $30 for the radiosonde instrument; 
$5 for the battery ; $2 for the balloon; $3.90 for the helium; $1.25 for 
the parachute; and associated supplies make up the rest. 

Mr. THomas. $42.65 is the total cost? 

Mr. Gruss. Yes. 

Mr. Tuomas. How often do you send one up from each station? 

Mr. Litrie. Twice a day. 

Mr. THomas. Twice a day? No wonder the cost of the Weather 
Bureau has gone up. 

Mr. Preston. How many stations? 

Mr. Lirrie. There will be 93 including the military takeover and 
the 7 we have modernized. That includes Alaska, Pacific Islands, San 
Juan, and the Gulf of Mexico. 

Mr. Preston. We send a lot of dollars up in the air every day, do 
we not? 

Mr. Lirrue. Yes. 

Mr. Preston. Proceed. 


WEATHER SURVEILLANCE RADAR 


Mr. Lirrie. The next item is ‘‘Weather surveillance radar.’”’ We 
are asking $927,000 for this item. 


I have a chart showing the radars presently in the United States. 

Mr. Preston. Those are in existence now? 

Mr. Lirrie. The circles show existing radars. 

Mr. Tuomas. Where are they located on the Texas coast? 

Mr. Lirrie. The first is at Lake Charles, La. The second is sup- 
posed to be at Port Arthur or Beaumont. The next one is—— 

Mr. Horan. Why are they all concentrated in Texas? 

Mr. Lirrte. Because of the tornado situation. We can see severe 
hailstorms and other forms of precipitation on the radar very well. 
We can stop the radar from its horizontal sweep and also use it to 
measure the altitude of this storm condition. When this storm con- 
dition extends above 30,000 feet, a very bad storm is indicated. 
When there is a bright echo on the radarscope hail is indicated. 

Mr. Tuomas. Do these work over water as well as land? 

Mr. Lirrie. Yes. 

Mr. Tuomas. What is the range? 

_Mr. Lirrtr. About 150 miles. These were surplus radars from 
Navy aircraft. It is planned in these estimates to procure 12 addi- 
tional sets of more powerful radar equipment. 

Mr. Preston. Where will the 12 go? 

Mr. Lirrte. The 12 additional sets of radar equipment will be 
located at Brownsville, Tex., Burrwood, La., Chicago, IIl., Daytona 
Beach, Fla., Des Moines, Iowa, Miami, Fla., Nantucket, Mass., 
New York, N. Y., San Juan, P. R., Springfield, Mo., Wichita, Kans., 
and Wilmington, N. C. 

I also would like to say this about the number of radar installations 
how in Texas: After the San Angelo and Waco tornadoes, the Texas 
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communities wanted to do something. The Governor called a con- 
ference in Austin. We attended and offered to supply these surplus 
radars to any community that would pay for the modification of these 
aircraft radars so that they could be used for weather observations, 
They originally had only a 40-mile radius. They did not have the 
power, the range, or the beam width necessary for storm detection. 
We got Texas A. and M. to do the modification in their electronics 
laboratory without cost to the Government. 

Mr. Tuomas. Who operates those? 

Mr. Lirrtz. The Weather Bureau. 

Mr. Tuomas. How much advance notice do they give you? 

Mr. Lirrie. A storm will move at the rate of—I am not talking 
about wind—around 25 to 35 miles an hour. 

Mr. Tuomas. It does not pick up the wind? 

Mr. Lirrie. No. 

Mr. Yates. What does it pick up? 

Mr. Lirrue. It picks up the rain. 

Mr. Yarss. Can you tell the characteristics of the storm by the rain 
signals on the radar? 

Mr. Lirrie. Yes, by the means I mentioned. If you have a bril- 
liant echo it indicates extremely heavy rain or hail. That is further 
confirmed if the echo is 30,000 feet or higher in the air. I mean by 
that, when you get an echo from 30,000 feet in the air all the way 
down to the ground. : 

Mr. Yarss. But you do not know how fast that storm is moving? 

Mr. Lirtie. Yes, we can measure that. 

Mr. Tuomas. How many high altitude stations do you have? 

Mr. Lirrie. With radar you can tilt the antenna and by knowing 
the horizontal distance from the station to the storm, and the angle at 
which you have tilted the antenna, you can determine the height of 
the echo. 

Mr. Tuomas. I mean in the upper-air measurement stations. Do 
you have any in that area? 

Mr. Lirrie. In Texas? 

Mr. Tuomas. Yes. 

Mr. Lirtue. Yes, at El Paso, Amarillo, Midland—— 

Mr. Tuomas. Where is the one on the coast? 

Mr. Lirrie. Brownsville, Tex., Lake Charles, La., Shreveport, La., 
area; also in that general area, Fort Worth and San Antonio, Tex. 

Mr. Tuomas. If there is a hurricane coming across that gulf, will 
that station pick it up? 

Mr. Lirrue. The radar stations will see it and the upper-air obser- 
vations will pick up the winds, but you must have stations other thap 
those in Texas. 

Mr. Tuomas. You have to have a network. 

Mr. Lirrie. You must have them all around the gulf in order to 
see how the winds are steering the hurricane. 

Mr. Preston. All right; proceed, Mr. Little. 

Mr. Lirtie. Going back to the radar chart, the circles in red on 
this chart indicate the new radars that are proposed in this estimate. 
We propose to put in new radars at Brownsville, Tex., Burrwood, 
La., Miami, San Juan 

Mr. SHELLEY. May I ask a question there? 

Do the darker circles designate existing radar? 
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Mr. Lirrie. The dark circles on the chart are the existing radars. 

On the Atlantic coast we propose to put radars at Miami and 
Davtona Beach, Fla.; Wilmington, N. C.; Idlewild Airport in New 
York; and Nantucket Island. We expect to install a heavy-duty 
Navy radar with our present funds this fiscal year at Hatteras, N. C. 

Mr. SHELLEY. Why are there none on the west coast? 

Mr. Yates. There are no such things as storms on the west coast. 

Mr. Preston. All right, gentlemen, this is not a chamber of com- 
merce. 

Mr. Lirrte. The mountains cut off the radar beams. On flat 
country it can see as far as the radar will go. 

Mr. Yates. Are there no severe storms that come in from the ocean 
on the west coast? 

Mr. Lirrue. Yes, but we have to take first things first, and the 
first thing we did was try to do something about the tornado situation 
in the plains area. 

Mr. SHELLEY. Do you mean that the storms coming from the Pacific 
and hitting the west coast are not as severe as those coming in from 
South America? 

Mr. Lirrte. No, but eventually we will want to put in radar 
stations at Latorsen Island off the northwest coast of the State of 
Washington; one at Astoria, Oreg.; one probably at Eureka, Calif.; 
and we will have to find some place farther south in California for the 
remaining west coast installation. 

Mr. Yates. May I ask this question? When I went to school I 
was told the weather travels from west to east. In order to track the 
movement across the country, do you not have to have some stations 
on the west coast? 

Mr. Lirrie. We do have weather observing stations. 

Mr. Yates. And that serves your purposes? 

Mr. Lirrie. For the time being. The radars are only for short 
period forecasting, 6 to 8 hours, and they are to catch the severe types 
of local storms. 

Mr. THomas. What do these high altitude stations cost? 

Mr. Lirrie. $72,000. 

Mr. THomas. $72,000 each? 

Mr. Gruss. Yes, sir. 

Mr. SHettey. Who makes that equipment? Sperry? 

Mr. Lirrie. There are several companies, Sperry, Friez-Bendix, 
and others. 

Mr. Preston. Let us go to the next item. 


END-OF-RUNWAY OBSERVATIONAL EQUIPMENT 


Mr. Lirrtr. The next item is “End of runway observational 
equipment.’”’ We have worked with the Air Navigation Develop- 
ment Board to determine what should be done to eliminate some of 
the risk now involved in bringing large aircraft into airports under 
instrument-landing conditions, and especially where the airports have 
instrument-landing air-navigation aids to help bring the pilot in. 
\ e have found out from experiments on Long Island conducted by 
Sperry that the pilot wants to know two things. First, he wants to 
know the altitude of the clouds at the middle marker, about 3,500 
leet off the landing end of the instrument runway. He wants to 
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know that because it is at a point where he has a known fix before 
—- alanding. It gives him a chance to pull out if he is not alined 
properly. 

Next, he wants to know what the visibility is going to be when he 
gets his wheels on the runway. 

This program is to provide a cloud-height measuring device at the 
middle marker that will measure the cloud height every 6 seconds, 
and also measure visibility over the first 900 feet of the runway. 

The plan is to put this installation in at 45 of the most important 
airports with instrument-landing facilities now installed in the 
United States. 

Mr. Preston. Can that instrument be read in the control tower? 

Mr. Lirtie. Yes. We have charts showing these instruments. To 
the left is the projector. That is a rotating beam projector with a 
light chopper cutting the light beam 120 times a second. 

The detector on the right is a very large mirror with a photocell 
that is focused and it sees the chopped light. When the beam swings 
across a cloud layer above the detector we have a measure of the 
angle and since we know the distance between the detector and the 
projector, the altitude of the clouds is automatically determined by 
triangulation. We make a measurement on the indicator, shown in 
the center of the diagram, every 6 seconds. 

Mr. Yates. Where does that go? 

Mr. Litre. It goes to the control tower and to the weather obser- 
vation office. 

Mr. Yates. And is then transmitted by voice to the pilot? 

Mr. Lirtie. Yes. 

The transmissometer is for measuring visibility. On the right of 
this poster is the projector on the top of the tower looking toward the 
receiver on the other side. In the projector we have a constant 
voltage lamp, and in the receiver we have a photocell. If there is fog 
or rain or snow that gets in the path of this light beam, the receiver 
sees less light than if the air path is perfectly clear, and the reduced 
visibility is shown by the indicator. These indicators are in the 
control tower and they are calibrated in terms of miles or quarters of a 
mile that the pilot could see if he were landing. The projector and 
receiver are installed 300 feet to the side of the runway and 900 feet 
down the length of the runway to give continuous indication of what 
the pilot can see when he comes down. 

Mr. SHEettey. Who makes this equipment? 

Mr. Lirtue. I believe Precision Parts & Equipment Co., Crouse 
Hinds, and General Electric. 

Mr. SHELLEY. What is the cost per unit? 

Mr. Gruss. The cost of a ceilometer is $8,400, and the cost of a 
transmissometer is $3,200. 

Mr. Suetiey. Does that mean $8,400 for the entire three units of 
the ceilometer? 

Mr. Gruss. Yes, sir. 

Mr. Lirrix. There is a reason for wanting funds over a 4-year period. 
I think we can get some good prices if we can develop the market over 
period of time. 

Mr. Suetiey. Are there any changes or improvements from time 
to time? 

Mr. Lirtte. In the ceilometer? 
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Mr. SHeuuey. Yes. 

Mr. Lirrie. Yes. The original ceilometer was developed about 
1939 or 1940. The first we bought was in fiscal year 1941. It was a 
fixed-beam projector. The detector swung through an are and the 
light was chopped at this end [indicating]. We bought quite a few of 
them and are still using them, but they measured the ceiling only once 
every 12 minutes. Furthermore we could not increase the sensitivity 
of the detecting circuit because of the microphonics due to the motion 
of the detector. 

Then we hit upon the idea of rotating the beam of light and holding 
the detector fixed. We could then increase the sensitivity of the 
amplifier tremendously because there were no moving parts, and that 
permitted 6-second measurement of the ceiling. 

Mr. Preston. Let us go to the next item. 


OTHER SURFACE OBSERVATIONAL FACILITIES 


Mr. Lirrie. The next item is “Other surface observational facili- 
ties,’ for which we are requesting $322,000. This request covers the 
proposed purchase of 300 telepsychrometers. Telepsychrometers 
measure the moisture in the atmosphere at the surface at a distance. 
Many of our airports are located with macadam runways and concrete 
to the extent we cannot obtain good observations because of super- 
heating by the sun and supercooling at night. We want to measure 
the moisture Over grass some distance away from airport and CAA 
buildings and by appropriate wiring bring the readings in to a panel in 
the observation office. CAA has air-ground communications, and 
they cannot leave their positions long enough to go out some distance 
to make these observations of the moisture in the atmosphere. Con- 
sequently, we have to do something about that by means of remote 
recorders. 

This item also includes the purchase of wind-recording equipment 
for 50 stations where a record of gustiness is important in case of 
accidents, and also to be able to report the exact amount of gustiness 
to the control tower for landing and takeoff of aircraft. 

It also includes an observatory and office building at Hatteras, 
where we propose to put this high-powered radar in before the end 
of this fiscal year. 

Mr. Preston. How much are you asking for the building? 

Mr. Lirrne. $25,000 for the building at Cape Hatteras. 

Mr. THomas. How about equipment? 

Mr. Lirrte. We are not proposing any equipment for Hatteras 
other than this big radar we have procured from the Navy and which 
we will install with this year’s funds. 

Mr. THomas. What will be the range of this radar? 

Mr. Lirrie. 250 to 300 miles. 

Mr. Tuomas. For 120 years all the hurricanes have come in from 
seaward and have hit within a radius of 100 or 125 miles of Hatteras 
and then gone either north or south; have they not? 

Mr. Lirrtx. No. Of all the hurricanes that have affected the 
coast north of Hatteras—I am not speaking of south of Hatteras—but 
any hurricane that touched the coast north of Hatteras, Delaware, 
‘\ew Jersey, Connecticut, Rhode Island, Massachusetts, and Maine, 
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have passed within 150 miles of Hatteras with the exception of one, 

Mr. Tuomas. For 120 years. 

Mr. Lirrie. That is right. In the hurricane of 1821 that came jp 
west of Hatteras, it skirted the coastline of New Jersey and went 
west of New York City and created a tidal wave of 13 feet at the 
Battery in New York City. 

Mr. Preston. What was the loss of life? 

Mr. Lirrue. I did not go into that, and do not have those figures, 
but I was interested in what the high tides were and what damage 
was done. 

ENGINEERING AND TECHNICAL SUPPORT 


The remaining item is ‘Engineering and technical support,” for 
which we are requesting $386,000. 

Mr. Preston. This is a 4-year program? 

Mr. Lirtxe. That is right. 

Mr. Preston. And you are not using very many people in it? 

Mr. Lirtue. No. 

Mr. Preston. A total of 50 man-years over a 4-year period? 

Mr. Lirtie. That is right. 

Mr. Gruss. There would be a maximum of 18 involved in fiscal 
year 1956. Thereafter the number will decrease to 14 in 1957, 11 in 
1958, 7 in 1959. The total man-year employment of 50 will be for the 
4-year period. 

Mr. TxHomas. One question. What can you do that you are not 
doing now to protect the continental United States in the way of 
warning of weather conditions? You have 93 stations altogether and 
you are asking money for 12 new high-powered radar stations. With 
this in mind, what else could you do that you are not doing now to give 
the people more warning of weather conditions? 

Mr. Lirrie. There are many things we could do. One of the urgent 
needs now is to do some actual data gathering for research. We have 
too little information in the upper air on hurricanes, for example. 

Mr. Tuomas. You mean on the whys and wherefores of the reasons? 

Mr. Lirrte. Yes; why does it move in the direction it does move, 
and why does it wobble. 

Mr. Tuomas. I do not know how that information will do John Q. 
Public any good when he is in the path of it. He is not worrying 
about what causes it; he is worrying about getting out of the path of it. 

Mr. Lirrie. Unless we can tell him where it will be at a certain 
time. It would not help John Q. Public. 

Mr. Tuomas. How about your high-altitude stations and _high- 
powered radar stations? Will they give you that information? 

Mr. Lirrie. Yes;in part. Forashort time. Hurricane Carol, the 
day before it struck Providence, was moving off the Bahama Islands 
approximately 1,000 miles away at a speed of 5 to 10 miles an hour 

Mr. Tuomas. With your present scientific information do you have 
all the equipment and stations you need to disseminate that infor- 
mation? 

Mr. Lirrie. I would say we do not. We could do a lot to improve 
the situation. One important need now is research. 

Mr. Tuomas. Detail what you need to improve that service. One 
is research? 

Mr. Lirrie. Yes. 
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Mr. Tuomas. What else? 

Mr. Lirrye. There are a lot of things we are doing at the present 
time. We are planning to connect Weather Bureau offices along the 
east coast—actually the Gulf coast is pretty well taken care of—but 
we are planning to connect Weather Bureau offices along the east 
coast to the hurricane teletype warning circuit. The circuit last year 
operated at Boston and New York along with other offices on the 
Atlantic and Gulf coasts, but there were no drops at New Haven and 
Hartford and other small offices between Boston and New York. 

We are setting up pressrooms at each Weather Bureau office. We 
found in connection with Hurricane Hazel, for example, that the press- 
room was the key to the service. 

Mr. Tuomas. Why do you not do it on the coast? What is holding 
you? 

' Mr. Lirrie. We are doing it. We had the telephone company, at 
their expense 

Mr. Tuomas. All right. What else do you need? 

Mr. Lirrte. We could use additional personnel. Our staff at 
Providence, Hartford, and New Haven is very limited. 

Mr. Yates. Do you need additional men for a station like Chicago? 

Mr. Lirrie. I must say that most if not all of our stations are 
pretty short handed. 

Mr. Yates. I will say they are, too. 

Mr. Tuomas. Are those the only two things that ought to be done 
that you are not doing in the weather service? 

Mr. Lirrir. No. 

Mr. Preston. May I suggest this, Mr. Thomas? 

Mr. Toomas. Yes, Mr. Chairman. 


FUTURE REQUIREMENTS OF THE WEATHER BUREAU 


Mr. Preston. Why do you not, at your convenience, prepare and 
give the committee a statement on what you think should be done 
in the weather service over the coming years. 

Mr. Tuomas. Put it in the record at this point. 

(The information requested is as follows:) 


STATEMENT OF FuTURE REQUIREMENTS OF THE WEATHER BUREAt 


The Weather Bureau is responsible for forecasting severe storms, floods, and 
general weather conditions and making such forecasts available to the public 
promptly for the protection of life and property and for the economic benefit of 
the Nation. In summarizing what is required for an optimum weather service 
for the modern needs of the Nation, it snould be kept in mind that weather is a 
highly variable phenomena which affects the daily activities of almost every citi- 
zen and the entire national economy. Furthermore, the weather-forecast problem 
is one of the most difficult in the physical sciences and requires a large network 
of weather reporting stations equipped with modern instruments for accurately 
measuring weather elements from the earth’s surface to high levels in the atmos- 
phere (80,000 feet or more) at frequent intervals. There are certain serious 
limitations in the Weather. Bureau facilities for preparing accurate forecasts and 
warnings and for disseminating such informfation promptly to the public. 


I. IMPROVEMENTS PLANNED FOR FISCAL YEAR 1956 

rT r ~ aim * ee : 
rhe Weather Bureau’s plans for fiseal year 1956 include provision for improv- 
ing its forecasts and advices by installing improved equipment for measuring high- 
altitude wind and weather conditions at all upper-air observing stations, radar 
‘ur detecting and tracking severe storms will be installed at 12 stations, equip- 
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ment for measuring the height of cloud bases and visibility near the end of thy 
instrument landing runways will be provided at 45 airports, and other improv, 
ments will be made in facilities for reporting surface weather conditions. 


II. IMPROVEMENTS REQUIRED IN SUBSEQUENT YEARS 


A. Observational requirements 


1. Land reports.—Additional radar facilities should be provided for detecting 
and tracking severe storms so that radar weather coverage can be maintained 
along the Pacific coast and over the entire area from the Great Plains eastwar 
to the Atlantic and Gulf coasts. The completed network will require about 7) 
additional sets of high-powered radar equipment. End-of-runway observation, 
equipment should be provided for approximately 120 additional airports for 
protection of life and property during marginal weather conditions. Airway 
observations for airline operations are required at a number of airports used by 
scheduled carriers where there is no Weather Bureau or other Government weather 
reporting facility. Weather stations at these airports are needed. The frequency 
of observations taken at all upper-air sounding stations should be increased from 
2 to 4 times daily and a few additional upper-air stations should be established 
These improvements will complete the observational facilities currently needed 
over the continental area. 

2. Marine reports.—Approximately 75 additional marine reports of surface 
conditions by merchant vessels are needed daily from the Atlantic, Gulf, and 
Pacific areas. The need for additional nighttime reports from ships in the Gulf 
and Atlantic areas during the hurricane season is especially urgent. 

3. Instrumental development.—Intensified work needs to be done on the develop- 
ment of improved instruments for weather observational purposes. Most urgent 
are the needs for (1) development of improved and cheaper methods of obtaining 
upper-air observations, particularly over the ocean areas; and (2) development 
of automatic equipment and remote reading instruments for observing and 
reporting weather conditions, so that the large amount of labor required for 
weather observational purposes may be reduced and reports may be obtained 
from isolated locations which are difficult and costly to staff. 


B. Forecasts and severe weather warning reauirements 


1. Staffing.—Additional staffing for preparation of forecasts should be provided 
at most of the forecast centers, particularly for the preparation of agricultural 
weather forecasts. Modern river forecast centers now provide forecast service 
for approximately half the streams of the country. Eight additional river forecast 
centers with supporting facilities should be established in order to provide fill 
coverage. 

2. Communications.—Facsimile receivers for the reception of charts and maps 
from the Central Analysis Unit should be provided for about 200 offices in order 
to improve the preparation of forecasts and severe weather warnings. The 
installation of additional teletypewriter facilities in the tornado and hurricane 
areas also is needed for the transmission of data required for the forecasting of 
severe storms. 


C. Facilities needed for dissemination of forecasts, warnings, and related weather 
information 

1. Staffing and stations.—Approximately 125 counties in the United State 
having a population of 75,000 or more are outside the areas served by a local 
Weather Bureau office. Stations should be established in each of these locations 
and in several less populous areas where severe weather seriously affects the public 
interest. Service to agriculture would be given high priority in the programs of 
most of these offices. Additional staffing also is needed at practically all stations 
in large metropolitan areas in order to facilitate the dissemination of forecasts and 
warnings to the general public. 

2. Communications.—Automatic equipment for disseminating aviation and 
general weather information by radio and telephone has been developed and is i0 
use at a few locations. Equipment of this type should be provided at abou! 
90 locations in the Nation, so that routine information can be disseminated rapidly 
without need for a large staff. 


D. Climatology 


Additional professional climatoligists are needed in each State to develop, i? 
cooperation with the land-grant colleges, better utilization of climatology >Y 
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agriculture and other interests. The climatological archives contain a vast 
amount of data which is potentially highly valuable to business, industry, com- 
merce, and agriculture, but the limited facilities of the Weather Bureau have 
prevented adequate use of this material. A comprehensive climatic atlas of the 
United States should be developed to meet the great variety of climatic prob- 
lems confronting agriculture, commerce, industry, public works, and transpor- 
tation. More intensive studies of drought, of long-term climatic changes, and 
of the influence of climate on agriculture should be conducted. 


E. Research 

For a number of years expenditures for research have amounted to only about 
2 percent of the Weather Bureau’s budget. The complex nature of meteoro- 
logical processes and the urgent need for improved forecasts justify a substantial 
increase in funds for research purposes. The following items should receive high 
priority during the next few years: 

1. Severe storms.—An intensive research program on the various aspects of the 
hurricane forecast problem is very urgently needed. Research on other types 
of severe storms, such as tornadoes, also should be intensified. Improvement 
in the forecasting of severe storms and other weather occurrences is dependent 
to a large extent upon a better understanding of their structure and nature. 

2. Numerical weather prediction.—Trials now being made in the application of 
high-speed electronic computers to weather forecasting offer great promise that 
the accuracy and quality of weather forecasts may be substantially improved. 
However, the preparation of weather forecasts with electronic computers is a 
highly complex procedure and needs intensified study. 

3. Long-range forecasts.—Within recent years moderate success has been 
achieved in preparing monthly outlooks or forecasts. The technique employed 
is dependent upon analysis of the large-scale atmospheric circulation over the 
entire Northern Hemisphere. The improved high-altitude wind observations 
which will be available in the next few years will provide valuable basic data with 
which to improve this technique. Studies in this field should be increased because 
even limited improvements in the accuracy of long-range forecasts would be of 
great benefit to the Nation. 

4, Additional research also is needed concerning the physical processes involved 
in the formation of precipitation and on the possibilities of artificially modifying 
weather conditions. The manner in which water vapor in the free atmosphere 
is transformed into precipitation or cloud masses is imperfectly understood and 
constitutes one of the major basic problems in meteorology. 

The foregoing improvements will provide a highly effective national weather 
service but will require about 6 years to accomplish in a sound and efficient 
manner, because of the time requirement for recruiting and training technical 
staff and the procurement and development of supporting facilities. Funds in 
the President’s budget for 1956, therefore, represent an important step in this 
long-range improvement plan for the Weather Bureau’s observing, forecasting, 
and distribution system. 


DEPARTMENTAL AND BUDGET ESTIMATES 


Mr. Yates. How much money did you ask the Secretary of Com- 
merce for for fiscal year 1956? 

Mr. Nrextson. $49,731,000. 

Mr. Yates. How much did the Secretary of Commerce grant? 

Mr. Nretson. $38,441,000. 

Mr. Yarres. Where were the cuts? 

Mr. Nretson. In the Budget Bureau? 

Mr. Yates. No, where were the cuts made by the Secretary of 
Commerce? What did the Secretary cut out that is worth $11 million? 
Bs Nretson. I do not have that detail with me. I can furnish 
that. 

Mr. Gruss. I think I have the information here, Mr. Yates. 

Mr. Yares, All right. 

Mr. Cievencer. While he is looking that up I might say to you 
gentlemen that last fall, right in the middle of my campaign, a news- 
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paperman who enjoys our Press Gallery sent signed articles, 1 to th: 
newspaper in my hometown and 1 to the largest newspaper in my 
district, saying I was personally responsible for the loss of life and 
approximately $500 million of property damage in Hurricane Car) 
because I cut $3 million from the last appropriation of the Weather 
Bureau. He signed it, and he still enjoys our gallery. I got a state. 
ment from the Weather Bureau that it was not true, but they did not 
print it. The world had been watching this hurricane for 9 days, but 
I was responsible for all losses. 

Mr. Preston. The truth is you did not cut a penny off the request, 

Mr. CLEVENGER. But they were not interested in the truth. They 
were after defeating me. : 

Mr. Yates. Where were the cuts made totaling $11 million? 

Mr. Gruss. $1 million in climatology. 

Mr. Yatss. What is that? 

Mr. Gruss. A composite of past weather statistics for determining 
frequency, variation, and continuity of weather events over large 
areas. For example, frequency of droughts, severe or extreme 
temperatures, and so forth. 

Forecasting and severe weather warnings, $1,214,000. 

Mr. Yatss. What does that include? 

Mr. Gruss. This includes fire-weather service in the far West. 

Mr. Tuomas. Do you mean California? 

Mr. Gruss. Yes. 

Mr. Tuomas. It never rains out there. 

Mr. Gruss. Communication equipment. 

Mr. Yates. What kind of communication equipment? 

Mr. Gruss. Facsimile equipment. 

Mr. Yatrs. What is that? 

Mr. Gruss. Facsimile equipment is for transmitting analyzed 
weather maps and charts in pictorial form. 

Mr. Yares. What else? 

Mr. Gruss. Automatic radio dissemination of weather information. 
We are using the low frequency Arcola radio range of CAA for the 
broadcast of weather information for private pilots. 

Mr. Yates. Do the commercial pilots take advantage of that? 

Mr. Gruss. Yes, but it is used mostly by private pilots. 

Additional forecast services to agriculture. 

Mr. Yares. Are you not giving agriculture sufficient weather 
information? 

Mr. Gruss. We are giving general forecasts. 

Mr. Yates. What would this do? 

Mr. Gruss. This would give more specialized forecasts. 

Mr. Yates. Give an example. 

Mr. Gruss. For instance, how long they can expect dry weather, 
5-day forecasts 3 times a week, etc. 

Mr. Yares. What else was cut out? 

Mr. Gruss. An increase for forecasting river stages and the 
issuance of flood warnings; also research programs totaling neatly 
$2 million. 

Mr. Yates. Having $38 million approved by the Secretary 0 
Commerce, you went to the Bureau of the Budget. How much did 
they cut? 

Mr. Gruss. $5.1 million. 
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Mr. ‘YarTxs, So you. are. requesting; this committee to. give ~you 
approximately $33 million? 

Mr. Gruss. $32,850,000. 

Mr. Yates. And where were those cuts made by the Bureau of 
the Budget? 

Mr. Gruss. Principally $5 million in our appropriation request 
for establishment of meteorological facilities. 

Mr. Yates. How many radar stations had you asked for? 

Mr. Preston. We have been over all of that, Mr. Yates. 

Mr. Yates. I am trying to find out how many stations the Bureau 
of the Budget struck. 

Mr: Gruss. I do not have the detail. 

Mr. Yates. Did you ask for additional personnel at weather 
stations such as Chicago, New York, or other metropolitan areas, 
either of the Secretary or of the Bureau of the Budget? 

Mr. Gruss. No, sir; I have no request labeled as such. 


PUBLIC SERVICE UNIT AT CHICAGO 


Mr. Yates. When did you switch to this one-man operation of 
your metropolitan weather stations? Was it 2 or 3 years ago? 

Mr. Lirrte. No. It is not a one-man operation. We have never 
had more than one telephone at small stations. 

Mr. Yates. Is Chicago a small station? 

Mr. Lirrie. If you are talking about when we reduced the number 
of unlisted phones in Chicago, it was when we moved the forecast 
station to the University of Chicago. 

Mr. Yates. I do not know when that was. 

Mr. Lirrie, About 3 or 4 years ago. 

Mr. Yates. Three or four years ago? 

Mr. Lirrin. Yes. 

Mr. Yates. How many men did you have prior to that time oper- 
ating that station? 

Mr. Lirrin. We had the whole forecast office in the Post Office 
Building before we moved the forecasters to the University of Chicago, 
leaving the public service unit about the same as it was before. 

Mr. Yates. Why do you not move the public service unit out to the 
University of Chicago? 

Mr. Lirrie. We really do not have enough room at the university 
for the public service unit. Furthermore, a large number of people 
want to come to the Weather Bureau office to copy data or to talk to 
our people. 

Mr. Yates. How many people do you have in the public service 
unit in Chicago? This is the unit I want to provide better service 
for Chicago. 

Mr. Lirrie. We have 16 people in the public service unit in Chicago. 

Mr. Yates. How many telephone lines do you have coming into 
that office? 

Mr. Lirtte. We have 1 open to the general public; 1 unlisted line 
for television, radio, and press; 1 for long distance calls from Weather 
Bureau offices in the forecast district; we have a local teletype loop, 
and on that loop we supply bulletins to 5 local newspapers; and we 
supply bulletins to 50 radio stations in Illinois by press wires. 
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Mr. Yates. All right. That is your organization. How many 
phones did you have before you moved your forecast office that 
were available to the general public? 

Mr. Litre. I cannot be sure. 

Mr. Yatzs. You had more than one, did you not? 

Mr. Littie. About three, I think. 

Mr. Yates. Did three adequately serve the needs of the com- 
munity? 

Mr. Lirtie. Not in any kind of stormy condition. 

Mr. Yates. That would not be the norm. How many phones 
would take care of the public adequately, in your judgment? 

Mr. Lirrtz. We have the same problem everywhere. We cannot 
serve the public by telephone. 

Mr. Yates. Why not? 

Mr. Lirrie. Because we cannot put enough telephone lines or oper- 
ators in to do the job, so we take the alternative method 

Mr. Yates. And not give any? 

Mr. Lirtier. No. 

Mr. Yates. One is not any; is it? 

Mr. Lirrie. We use the radio, television, teletype loops. 

Mr. Yates. But you do not serve those who have special problems, 
do you? 

Mr. Lirtie. No; we do not attempt to serve the special problems. 

Mr. Yares. Should not those with special problems have the right 
to go to you and get the answer from information that you have? 

Mr. Lirrie. Yes; but if they want us to prepare special forecasts 
for their uses, we refer them to private meteorologists who take them 
on as clients. 

Mr. Yates. This is not a matter of a private forecast, it is getting 
information you already have for a particular area. 

Mr. Lirrie. We expect them to get it through the medium of news- 
papers, radio, television. If you have 6 telephones, you have to have 
6 people to handle them. You have no idea 

Mr. Yates. Yes; I do have an idea, because I have been getting 
calls from them. What I want to do is have such calls transferred 
to you, because you can give them the information I cannot give 
them. But as long as you have only one phone I shall get the calls 
and you will not. This is wrong. How can we provide for your 
furnishing the service? 

Mr. Lirrie. We find we must do it on the basis of mass distribu- 
tion. 

Mr. Yates. But if you have a public relations office, I think you 
should provide decent public relations, and I do not think one phone 
qualifies. 

That is all, Mr. Chairman. 

Mr. Bow. Mr. Chairman, I would like to ask one question. 

Mr. Preston. Very well. 

Mr. Bow. I have only one question. Do airplanes in flight furnish 
weather information to the Weather Bureau? 

Mr. Litre. Yes; mostly private pilots. 

Mr. Bow. Do the commercial airlines? 

Mr. Litre. The commercial airlines furnish information to their 
own companies, but it is difficult to organize a system to get their 
reports. We receive reports from flights over the Atlantic, over the 
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lf, and over the Pacific, but domestically it is practically impossible. 
Phe way we work it is to go after the observations from the executive 
type aircraft. 
“Mr. Bow. But it is beneficial? 

Mr. Lirtue. Yes, sir. 

Mr. Bow. Thank you. That is all. 

Mr. Preston. Thank you, gentlemen. 


WeEpNEsDAY, APRIL 27, 1955. 


ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 
WITNESSES 


LOTHAIR TEETOR, ASSISTANT SECRETARY OF COMMERCE FOR 
DOMESTIC AFFAIRS 

CARL F. OECHSLE, DEPUTY ASSISTANT SECRETARY FOR DO- 
MESTIC AFFAIRS 


Mr. Preston. The committee will come to order. 
At this time we will hear from the Assistant Secretary of Commerce 
for Domestic Affairs, Mr. Lothair Teetor. 


GENERAL STATEMENT 


Mr. Secretary, do you have a prepared statement? 

Mr. TeeTor. Yes, I do. 

Mr. Preston. Will you insert it in the record at this point? 

Mr. TEeETor. I would like to insert it in the record at this time and 
make a brief statement of my own. 

(The statement referred to is as follows:) 


STATEMENT OF LorHarR TEETOR, ASSISTANT SECRETARY OF COMMERCE FOR 
Domestic AFFAIRS 


The programs proposed for the Office of Business Economics, the Bureau of 
the Census and the Business and Defense Services Administration have been 
carefully reviewed so that without overlapping and duplication of functions each 
has a vital and important role in the supplying of economic intelligence, analysis 
and service to the country. Two important new endeavors, which will later be 
presented in more detail, are an intercensal housing survey to be conducted by 
the Bureau of the Census and a program of construction statistics to be conducted 
under supervision of the Business and Defense Services Administration with much 
of the work to be performed by the Bureau of the Census. The construction 
industry, including housing, is one of the most important in the country, yet 
adequate and reliable statistical information is not available on this subject. 


CENSUS BUREAU 


The budget requested for the Bureau of the Census provides for completion 
of the censuses of business, manufactures and mineral industries, and agriculture 
which are currently underway ; for some needed improvements in the current work 
of the Bureau, and for an intercensal housing survey. These programs are im- 
portant in providing the essential facts which government must use in carrying 
out its responsibility for maintaining a high level of economic activity. 

The completion of the censuses will require less money than was needed during 
the current year, when the data were being collected; a reduction from $16 million 
to $6 million for the census of agriculture and from $8,430,000 to $4,655,000 for 
the censuses of business, manufactures and mineral industries. I am pleased to 
inform you that these programs are proceeding in good order and promise more 
timely reporting of results than has been achieved in the past. 
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In our program of current statistics, the estimates propose an appropriation ¢/ 
$7,400,000 for salaries and expenses, compared with $6,200,000 for the currey 
fiscal year. The increase provides for several urgently needed programs for which fame 24 
there has been widespread demand. 

Because of the growing reliance on the monthly figures on employment an; 
unemployment, funds are being requested to permit expansion and improvemey; Bus! 
of that work to provide figures of greater accuracy so that the Government an; i ! ! 
business will have available monthly figures on this most important part of ou busi 
economic life. and 

Finally, there is proposed a new appropriation item of $500,000 for an inter. i" P’ 
censal housing survey. This is a part of our effort to provide up-to-date statistics pers 
about housing, one of the most important industries in the country. The cop. fe 8° 
tinued high level of house building, including conversions, the extensive demolitioy and 
of wartime and other housing, the urban redevelopment program, and the cop. von | 
tinued heavy migration of the population are believed to have resulted in sig. of th 
nificant changes in the housing of the country. Some feeling and concern exists 
that too many housing units are being built, but no one can give authoritative 
answers to the questions which builders and Government agencies are asking \ 
Extensive consultations have been had on this matter with private construction I gcc. 
and financing interests and with representatives of Government agencies responsi- to fi 
ble for housing programs. Endorsement of this proposal to take a sample census 





of housing to provide some of the information is widespread. or 
inert 

BUSINESS AND DEFENSE SERVICES ADMINISTRATION in ti 

I believe that the Business and Defense Services Administration is carrying He °'" 
out its purpose to provide a focal point for the effective cooperation of Govern- und 
ment and business, to foster, promote, and develop commerce and industry, and Offic 
to fulfill its responsibility for industrial preparedness and the mobilization readi- om 
ness programs. The budget request is based on a continuation of all activitie dot 
in 1956 at the same rate as 1955 with the exception of an expanded program for E22" 
the collection and analyses of construction statistics. a 
Accurate and timely construction statistics on a continuing basis are vitally IME °°” 
important both to government and business in making policy decisions. ' mam 
The 25 industry divisions of BDSA are performing a most important function, ones 
These divisions represent all segments of American industry. Their role is dual, * 
first that we maintain up-to-the-minute facts and knowledge of American business os 
from which sound economic plans are formulated; second, defense preparation in larg 
the span of BDSA responsibility must necessarily be programed on a continuing = 
basis. of e 
These defense functions will be performed in the industry divisions during fiscal mae 
year 1956: (1) Administer the defense materials system and technical related ne 
actions in support of military and atomic energy programs; (2) promulgate tax oe 
amortization and loan applications; (3) make recommendations on the stockpiling ade 
of strategic materials, and many other phases of the defense program. : 1d 
In our Office of Technical Services we have the Area Development Division —_ 
which has the responsibility for making contacts with State and local groups to ent! 
assist them in applying Federal data and services to their specific programs. It : 
is actively engaged in programs to assist communities designated as labor surplus wis 
areas. The Office of Technical Services also includes a Commodity Standards Re 
Division which assists industry in developing simplified practices and new and regu 
revised commercial standards on a wide range of subjects. oa 
An integral part of the technical services program is the Technology Division ‘ag 


which serves as a clearinghouse for technical and scientific information. I assure 
you gentlemen that emphasis will be placed on even better notification of available 
technical data to business and industry by the continued expansion of the bibliog- : tT 
raphy of technical reports. The trade association division publishes some of the 


Its 


Nation’s only directories in the field of local business organizations and national = 
associations of the United States. It is planned to issue during the coming year 4 te 
new 1955-56 series, Local Business Organizations and National Associations of aa 
the United States. The National Inventors Council is also an important segment — 
of this Office. Als 

Marketing and distrubtion services are responsibilities of the Office of Distribu- al 
tion. These services are developed in four distinct areas: administrative direc- my 
tion, market research development, market operations and distribution costs, me 
and the publications program. 09 
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Each of the four contributes to coordination of all activities and the planning 
and execution of programs designed to contribute to the continued expansion and 
stability of our economy. 

The execution of the field programs of the Bureau of Foreign Commerce, 
Business and Defense Services Administration and the Office of Business Econom- 
ies places on the 33 field offices a dual responsibility, (1) to assist and advise the 
business community with respect to techniques and opportunities in world trade 
and domestic commerce. This is accomplished by providing factual information 
in publications which cover many phases of business and economies. In addition, 

rsonnel in field offices make contact with business firms and local business 
associations, Offering the facilities of the Government which are designed to aid 
and promote the economic life of our Nation; and (2) to transmit back to Washing- 
ton information on local conditions and needs in relation to specific responsibilities 
of the units they represent. 


OFFICE OF BUSINESS ECONOMICS 


A total of $1 million is requested for the Office of Business Economies for the 
fiscal year 1956. The appropriation for the current fiscal year is $900,000. Prior 
to fiseal 1954, the annual budget of OBE was in excess of $1 million, and under 
conditions when costs were less than they are today. 

The Secretary of Commerce has strongly recommended that the OBE figure be 
increased, since the national income and associated analytical materials produced 
in the Office of Business Economies are of vital importance in the continuing 
scrutiny and appraisal of business developments. The necessary retrenchment 
under recent appropriations has had a significant effect upon the ability of the 
Office to discharge its full responsibility. 

As is set forth in special analysis I attached to the President’s budget for fiscal 
1956, the increase of $100,000 is requested for improvements in the accuracy of our 
national income and product estimates. In particular, provision is made for 
incorporating into these estimates the reliable comprehensive data which will 
become available in the Census of Business and Manufactures for 1954, and 
statistical tabulations by the Internal Revenue Service for the same year. When- 
ever a new body of data of such wide scope becomes available, it is necessary that 
the information be put to use as soon as possible in the national accounts. 

At the current level of OBE’s operations, the prompt incorporating of this 
large body of new data cannot be handled by our present staff in the manner re- 
quired to keep our measures accurate. An alert and closely focused surveillance 
of economie changes—so necessary to both Government and business—cannot be 
maintained at proper standards under present circumstances. Specifically, im- 
provement in the records of inventories, manufacturers’ sales, and new order 
estimates is necessary. ‘These are among the most vital business indicators, and 
the gaps in this field have been the subject of special study by one of the Business 
Advisory Committees of the Budget Bureau. The several committees appointed 
under the directive of the Joint Committee on the Economie Report are also pres- 
ently reviewing the need for wider coverage of this field, and have already pointed 
up some of the requirements which are not met satisfactorily by the present 
reports. 

From OBE’s computations of the national income and the national product we 
regularly derive measures of personal income, consumer expenditures, inventory 
movements and investment trends—to cite only a few of the many analytical 
tools produced here. Both the figures and the analytical results deduced from 
them are published monthly in our magazine Survey of Current Business, now in 
its 35th volume. Last year we published a comprehensive National Income 
supplement that brought together all the data since 1929. 

The National Income volume traces and evaluates the flow of current income 
and its use, and the distribution of goods and services among their final markets. 
It shows the transactions of each of the three major parts of the economy—busi- 
hess, government at all levels, and consumers—with each other and with foreign 
nations. The text material in the report includes a review of economic trends 
based on the more than 50 tables of annual, quarterly, and monthly data shown. 
Also provided are detailed, up-to-date explanations of the definitions, sources, 
and methods underlying the official national income statistics. 

While the 1954 fiscal year as a whole set a record for national output, the period 
Was One of adjustment, a process which was analyzed closely throughout. By 
the use of its business indicators the Office of Business Economies was able to 
show the magnitude of the adjustment, and to measure the extent of the wide 
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differences in movements among major segments. Similarly, in the rece 
advance‘in business we have provided measures of its size and of the extent to whieh 
it is shared in the various parts of the economy. 

In these situations the comprehensive national income and product measures 
were immediately useful to business in gaging the shift in markets and in th 
flow of income. They contributed greatly to understanding the limited nature ¢ 
the adjustment in process. That understanding helped to strengthen busines 
confidence—which in turn was beneficial in first sustaining and then lifting the 
aggregate volume of private activity. 

To keep close check on the changing structure of business entails the clog 
scrutiny and measurement of monthly and quarterly developments in economic 
areas of critical importance. OBE therefore also works intensively to gather and 
analyze specialized data provided by business, and rapidly distributes its results 
through releases for business use in keeping abreast of a fluid situation. Business 
inventories are reported monthly for all manufacturers, wholesalers, and retailers, 
New and unfilled orders of manufactures are similarly reported, paving the way 
for private company estimates of the trend of future business. Every 3 months, 
in conjunction with the Securities and Exchange Commission, OBE releases esti- 
mates based on businessmen’s reports of their intended outlays for new plant and 
equipment in the 6 months ahead. Annually, the information for a full year ahead 
is reported to us. The financial requirements of business, and the availability of 
capital to meet these needs, are assessed to throw additional light on the rate 
of private enterprise growth. 

The size and distribution of the business population, including the number of 
business entries and departures, are regularly recorded. This is an important 
measure of how small business is faring. But we compile data now only every 
6 months, which causes too long delays in determining changes. Formerly, we 
compiled and issued these data at quarterly intervals. 

easures of the United States balance of international payments, a basic tool 
for analyzing the United States position in world trade, have been prepared since 
1922. In a series of quarterly reports OBE presents the facts as to the amounts 
the United States is paying to and receiving from other nations. Current account 
transactions included are merchandise trade, transportation, travel, income on 
investments, private and governmental services and the various foreign grants 
and credit programs. Capital movements and the exchange of gold are also 
recorded. 

The range of OBE’s activity has been set forth here to indicate what the 133 
persons on the staff of the Office of Business Economics are now accomplishing, 
and the magnitude of the task involved in keeping up the vital economic guides 
to the functioning of the economy. Keeping abreast of developments in these 
fields is a task of impressive magnitude. Without additional resources it will be 
impossible to incorporate the data from the census of business and manufactures 
and otherwise improve our measures, and still avoid time lags which we can 
hardly justify to the business and Government analytical agencies that look to 
us to supply accurate and timely data on the national product and national 
income. 

The proposal here set forth for an increase of $100,000 to keep abreast of new 
developments has been carefully reviewed within the Department of Commerce 
and in the Bureau of the Budget. Its constituent elements are in accord with 
the findings and proposals that recently resulted from hearings held by the 
Congressional Joint Committee on the Economic Report on the statistical needs 
of business and Government. Provision of the additional funds requested will 
improve the utilitv of data regularly provided by OBE to the Council of Economic 
Advisers and will enable more realistic consideration of proposals for further 
improvement now being developed by the Office of Statistical Standards. 

I hope that our presentation will make clear our needs in order to maintain the 
accuracy and prompt reporting of our essential national income and _ product 
accounts and other related major measures of business activity. To keep from 
falling behind, we need the increase of $100,000 so as to add 22 persons to the 
total of 133 provided for by the appropriations for fiscal 1955. The requested 
1956 total of 155 employees would be less than our average employment of 162 
in fiscal 1953. . 

Last year at this time I stated that the operations of all of the organizations 
under my supervision are under constant review to improve their effectiveness 41 
efficiency. At this time I can report that the effectiveness of our program has 
been improved and many methods have been employed to bring about greate? 
efficiency, all of which have resulted in better service to American business. 
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Detailed examination of the budgets for each of the agencies under my super- 
vision will be presented by Mr. M. Joseph Meehan for the Office of Business 
Economies, Dr. Robert W. Burgess for the Bureau of the Census, and Mr. Charles 
F. Honeywell for the Business and Defense Services Administration. 

Mr. Preston. You may proceed. 

Mr. TgETtor. To begin with, I would like to tell you how much I 
appreciate your allowing me to come before you this afternoon. I 
have a speech to make tomorrow night in Chicago and I could not 
possibly come tomorrow. 

Mr. Preston. We understand that. We are glad to accommodate 


you. 
“ Mr. TeerTor. I am glad to give you the highlights of the area under 
my jurisdiction, Domestic Affairs. 

Under Domestic Affairs, as you know, I have three principal sub- 
divisions—Business and Defense Services Administration, the Bureau 
of the Census, and the Office of Business Economics. 

Last year I told you that all the operations under my jurisdiction 
are under constant review and I was going to try to improve the 
effectiveness and efficiency in those areas. I am glad to report there 
has been improvement in effectiveness and efficiency, and I think it 
has resulted in better service to American business, to the Congress, 
and to the Government agencies that call on us for help. 

The total appropriation request for fiscal year 1956 for Domestic 
Affairs is $26,855,000. Our fiscal 1955 funds total $37,850,000, so 
the amount that we are requesting is $10,995,000 less than it was for 
the current year. 

Mr. Preston. That is fine. I am glad to hear that, Mr. Secretary. 

Mr. TreTor. I would like to highlight the new things in each of 
these areas where I think some emphasis should be made. 

Mr. Preston. Tell us how you were able to make your reductions. 
on TxrxrTor. I will do it in each one of the activities as I get to 
them. 

The details will be covered by the bureau heads themselves when 
they come before you tomorrow, so if I may, I would rather highlight 
the things that I would like to emphasize, and which I would not be 
able to do tomorrow. 

Mr. Preston. We would prefer it that way. 


BUREAU OF THE CENSUS 


Mr. Terror. In the Census Bureau, the reduction has come through 
the semicompletion of these economic censuses that they are working 
on. They are right in the middle of the agricultural census and the 
census of manufacturers and mineral industries and business. It will 
take next year to finish them, but there will be less expense in con- 
nection with those next year than there has been this year. So the 
reduction in the Census Bureau is all due to the completion of the 
enumeration phase of these large censuses. 

There are some new functions that are necessary in the Bureau of 
the Census which we would like to take up next year. These are the 
things that I would like to emphasize which we think are needed. 
They are not expensive things but they are functions which are very 
necessary to business and to improve our service to business planning, 
also Government planning. 
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No. 1, we want an annual survey of retail trade. It will be a samp} 
survey and it is not expensive. We do not know enough about retaj] 
trade annually. Our big censuses are too far apart and we need to 
fill them in with sample surveys more frequently. We want to do the 
same thing with manufacturers. That is much easier to get at because 
there are not so many manufacturers, and much of it can be done by 
mail, which makes it a very inexpensive survey, but it does cost some 
money. 

Then in the field of employment we want to improve the accuracy 
of those figures. We think that they are as accurate as they can be 
made for the size of the sample that we are using, but we think we 
chose too small a sample. | 

It has been recommended by a special committee of experts that the 
sample should be larger to get a greater degree of accuracy. You 
realize you cannot count all of these people every month, the unem- 
ployed or the employed—you have to sample. 

Mr. Chairman, we do not want to spend more money than is 
necessary to do this, but we do have to spend enough to get what we 
think is an adequate sample, so we want to improve that and double 
the size of the sample. 

Dr. Burgess will tell you more about these things when he comes 
before you. 

For some time we have published the State and local government 
finance statistics, and we want to do another one of those next year. 
These are used by State and local governments more than by anyone 
else. It is the only source of this material giving the expenditures and 
revenues of the States and local governments. It gives anyone in 
State government—and I have been in State government and used 
these figures—a fine opportunity to compare what his State is doing 
with the other States in the matter of finances, what other States are 
spending on this sort of thing, and what his own State should do 
and spend. 

We think that this thing should be done. It is not very expensive. 

Now, a housing survey. All through the housing and construction 
field we are weak and have always been weak on statistics. It isa 
very important field in our economy. The construction industry is 
tremendous. We just do not know enough about it. The housing 
service comes in this category of records that we need to know more 
about, so we are proposing that a housing survey be made which will 
cost $500,000. 

Right now there is a very high level of housebuilding. Maybe itis 
too high. We do not know. We need to know more about the 
vacancies and the housing situation and the conversion of single units 
into multiple units, what houses have been demolished, the movement 
of houses from urban to suburban districts, and so forth. Those facts 
need to be known by private contractors and suppliers and financial 
people and our own representatives in Government, the FHA and its 
various groups of people and counterparts in the States. So that's 
a survey that we want to make. You will hear more about that later. 

Most of these things were recommended by the Watkins con- 
mittee and we are just getting around to them and getting them 
down. That sort of highlights the Bureau of the Census and the 
things we think are necessary. Most of them are rather small items, 
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but even though these new things are added, there will still be almost 
a $12,075,000 reduction from this year’s level. 
Mr. Preston. But you are asking for more in salaries and expenses. 
Mr. Tertor. Yes. There will be more in salaries and expenses 
and less in the censuses, 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


In the Business and Defense Services Administration, commonly 
known as BDSA, there are two items that I want to stress. When 
Mr. Honeywell comes before you tomorrow, he will tell you more 
about them. As you will remember, the BDSA is the organization 
in domestic affairs that has two prime duties. 

One is its defense responsibility, which is carrying out many of 
the orders of the Office of Defense Mobilization. I will not go into 
details on that. You have heard the story before and you w ill bear 
it again from Mr. Honeywell tomorrow. 


CONSTRUCTION STATISTICS 


On the other, it is service to business. The two things that I want 
to stress are in the service to business field. We have one division 
in BDSA known as the Construction Division, and there we have this 
great weakness of records. There is no place in the United States 
where you can get good construction statistics. We do not know 
what is being built except by fairly long estimates. We do not know 
what kind of construction is going on in many fields, particularly in 
the commercial field and in the housing field. 

Public construction is very well known, road construction is known, 
but in private construction we need to have much better statistics. 
We are asking for $800,000 to improve this statistical situation. | 
cannot emphasize too strongly the necessity for that. 

Mr. Tuomas. Why do you need it in the housing field? You know 
in the last 10 years your construction has been about 10 million family 
units. You know that you have built that many because the Govern- 
ment is on the paper for practically that amount. How is the expendi- 
ture of the money going to affect the market? 

Mr. Terror. It will affect the people that have to deal with this 
market. Actually, we do not know how many houses were built 
last year. We have a fair idea of how many were built, but we say 
there is normally $50 billion worth of construction business, and we do 
not know that that is true within $5 billion. 

Mr. THomas. You mean heavy and house construction? 

Mr. Treror. All kinds of construction. Of course, the FHA 
houses are known, but how many houses were built? 

Mr. Tuomas. The Home Loan Bank Board knows. The Veterans’ 
Administration knows. There is bound to be a fringe between those 
three layers, but that fringe i is pretty small. 

Mr. Trevor. I do not know whether the fringe is small or not. 
It may be. It may be very great. We do not know what the repair 
jobs are. We know that the fix up and the repair and the remodeling 
of houses is a tremendous task. 

Mr. Tuomas. When you know it, what good is the information 
going toe be to you? 
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Mr. TeerTor. First, it would be easy for the manufacturers of many 
of these building materials to know the direction of the business, 
whether it is getting greater or less. All of these statistics are used 
for trends. 

Mr. Tuomas. This would have to be a recurring item on the basis 
that you are putting it? 

Mr. Treetror. Yes. I am not assuming that it would be a 1-year 
item. These statistics should be carried the same as the population 
statistics. We have to know the trends. 

In the Council of the Economic Advisers of the President we have 
three men who have been talking to me about this for quite a long 
time. The principal one has been Dr. Arthur Burns. 

Mr. Tuomas. If you were to give him all the statistics he could 
think of for the next 48 hours, when you got through, he would want 
some more. 

Mr. Terror. He has made good use of whatever we have given him. 

Here is a very vital statistic, Mr. Thomas, on the biggest business 
there is in the United States. We do not have one-half the records 
in the construction industry we have in the agricultural industry, 
for instance. 

The agricultural industry is only about a $30 billion industry and 
here is an industry of $50 billion. We are getting along with just a 
handful of records. We do not know the direction. 

Mr. THomas. Everybody is going to eat and everybody is not 
going to use those buildings that were constructed by industry. 

Mr. Treror. One of the things that we are a little worried about 
right now is the number of houses being built and the vacancies that 
are accumulating. We do not know whether we are building more 
than we should or not. Our records are not good enough to plan 
with. We are doing the best we can. That is a thing that can be 
governed, regulated and controlled. It can be controlled by a lot 
of Government financing. 

Mr. Tomas. The bankers mortgage groups have been regulating 
that for the last 15 years. 

Mr. Tertor. The bankers mortgage group is one group that wants 
these statistics and so does the Federal Reserve Board. I think 
almost every agency around town talks to us about our construction 
statistics and how bad they are. They are just not good. When we 
have an industry that is as important as that, the least we can do is 
give people who are in it the records they need to plan with. We are 
asking for that $800,000. That will be fens jointly by the BDSA and 
Census. 

AREA DEVELOPMENT PROGRAM 


The other item in BDSA that needs some attention is area develop- 
ment. That has been a small division, spending about $120,000 a 
year. It has been in the Office of Technical Services. Their principal 
job since I have been here has been to stimulate local interest in im- 
proving the employment possibilities in spots of surplus labor. Gener- 
ally over the United States employment is good, but we do have soft 
spots. We will probably always have soft spots. Those soft spots 
where we have a labor surplus need some help. 

Now, we recognize that the only permanent help for these soft 
spots of surplus labor is to get industry in there. It’s necessary to 
create employment. 
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Mr. Toomas. What are you going to be able to do in that field that 
the Department of Labor is not already doing? 

Mr. Teetor. The Department of Labor is not doing anything. 

Mr. Tuomas. And the Veterans’ Administration and the one or two 

thers. 
: Mr. TeEetTor. They are not duplicating the work we are doing. 

What we are doing is this: We send people into an area, a city, a 
town, who have been schooled in finding out all of the things that a 
community can do to help itself; what they can do to get new indus- 
try in the town, why their town has lost its industry, and what they 
ought to fix up in the town. It may be bad transportation, bad 
schools, bad housing, bad water, lack of a water supply, lack of 
power, and these people question the community about all these 
things. Then they tell the community what other areas have done 
to improve the situation, so employment will want to come in there. 
Then they show the local people how to interest employers in coming 
to their community; how to first develop say a State development 
organization or a county organization, or a city organization. 

Mr. Tuomas. Are you going to be an adjunct to the local chamber 
of commerce? 

Mr. Terror. Yes. In a lot of these places local chambers of com- 
merce do not exist, in other places the local chamber needs some help, 
so we go in when requested with help and tell them what another 
local chamber has done in some other district. 

Then there is the matter of raising finances in these towns; how to 
raise finances to interest business to come in. 

There are many plans being used today and successfully, as those 
plans are brought to these people. 

In other words, area development has become a clearinghouse for all 
the various plans that have been used to improve the employment 
opportunities in the community and they bring those plans to the 
communities that need them. They have been successful in this. 
They have helped a number of communities, but it is not big enough 
for the job. We have tried it. It has been on more or less a pilot 
basis. We have tried it and it has been worked out now to the place 
where we know it is effective, so we are asking for $250,000 more in 
that area of development to put on more people so we can have more 
teams to go into more of these troubled areas. 

With our contact with industry, through the industry divisions of 
BDSA, the National Industrial Realtors and others, we are able to 
find out about opportunities for these communities. We learn about 
the industries that are going to enlarge, the ones that are going to 
build new plants, and we try to get them to locate in these spots, and 
we have had some luck in doing that. So through our various con- 
tacts, and through these teams that go out and work in the local 
communities we are doing a great deal of good, and we can think of no 
place where $250,000 can be spent to better advantage than to enlarge 
this little division. It only puts on 22 more people. The budget is 
now $120,000, and it will go up to $370,000. 

Mr. Preston. What inducement do you hold out to these businesses 
that go into these troubled areas? Do you give them a tax writeoff? 

Mr. Orcusux. If these businesses come within open expansion 
goals—that is, if the Government has determined that additional 
capacity is needed for the defense buildup—then they can get rapid 
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amortization. They are permitted to write off a percentage, say 60 
percent, of their total investment in 5 years. Now, if the business 
locates in an area of substantial labor surplus, they get the incentive of 
additional amortization—for example, the 60 percent may be increased 
to 85 percent. We show them the advantages of these communities 
and tell them that here is a labor surplus community looking for some 
new plants. They have an industrial site set aside, certain water 
facilities, railroad facilities, and then companies go in and look them 
over. 

In the past, in this labor surplus situation, during the last 15 years, 
we have been in a seller’s market. The two areas where we have had 
surplus unemployment have been in the textile field of New England, 
where many plants have moved south, and in the coalfields in north- 
east Pennsylvania and down through West Virginia and easter 
Kentucky. They have been serious labor surplus areas. 

Now we are in a buyer’s market. There are a number of companies 
today which, in order to get better distribution and get on top of 
changing markets—and we have had many shifts in population in 
the last 20 years—are starting to put new distributing and assembly 
plants in various sections of the country, and a lot of towns are 
anxious to get the plants located in this community. 

One way to stop a labor surplus in a town is to keep plants from 
shutting down. In New England, some textile plant closes down, 
there is no other industry of any type in that town, and it becomes a 
labor surplus area until enough industry gets in there to build it up 
into a town that has diversification. In many cases, these towns in 
New England, and the States, have started development corporations 
to furnish risk capital. The people in the towns have raised money 
and bought up the plants and divided them up. In East Hampton, 
Mass., there are as many as 20 or 30 industries in an old textile plant. 
Today they have no problems, but the thing to do is to get this in 
front of people in these one-industry towns before it happens to them. 
And in a constantly changing economic field such as we are in today, 
a lot of towns are interested in additional industrialization and that 
is why we in area development can help them by showing them what 
other people have done. It is a very worthwhile project. 

Mr. Preston. It depends on where you live. If you live in the 
South, I do not know whether it is such a worthwhile thing or not. 
If you live in New England it is a great thing. 

Mr. Oxcuste. In eastern Kentucky there is a real problem to get 
the diversified industries in there. 

Mr. Tuomas. You are talking about a theoretical thing that vou 
would like to do something about. The problem is age-old. The 
point is, What can government do to help these towns? Are you go- 
ing in there and establish industry and make loans to them? What 
are you going to do? If industry wants to go in that town, I cannot 
imagine any corporation of any magnitude that is not going out and 
look over its field of operation and its market before establishing 4 
plant in any section. 

Mr. OrcusLe. You would be surprised how many businesses are 
asking us to recommend certain towns to them that have certain 
water facilities, certain labor facilities, the type of labor available, 
and that sort of thing. We have been very helpful to these people. 
I can bring in any number of letters from Congressmen and Senators 
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throughout the country where we have made surveys and where we 
have been helpful through our Industry Division in BDSA. 

Mr. Preston. What it does, then, in effect is to keep companies 
from employing a firm of engineers to go out and get this dope for 
them. 

Mr. Orcus_Le. We work with the National Realtors Board and the 
State development organizations. We are constantly working with 
them. We had a 3-day conference with them 3 weeks ago in Wash- 
ington. 

Mr. Preston. In my opinion we are taking too much time on this. 

Mr. Bow. I have heard a lot of generalities here and I would like 
to pinpoint this. 

Mr. Terror. Mr. Oechsle is the direct supervisor of this the Area 
Development Division in BDSA. 

Mr. Bow. I have had in the last year and a half two class IV labor 
surplus areas in my district. I think that we can use those as an 
example. One county has been taken off within the last month or 
two, and another county put on. I would like to have you furnish 
me a statement of how many of these people went into that district, 
Stark County, Ohio, and did the things that you say you do in these 
surplus areas when you send teams in. I would like to know who 
those teams saw, what they did, and in general what was done in my 
instance. 

Mr. Orcuste. Did you request that assistance? 

Mr. Bow. Is it necessary for me to request it when an area is 
classified as a labor surplus area? Is it up to someone to ask for it? 
I thought that that was something that the Government was doing 
in order to be helpful. I was told that defense plants would move 
in; the Labor Department would move in and the Commerce Depart- 
ment would move in. 

Mr. THomas. Nobody moved? 

Mr. Orcusite. You have your State development organizations 
to begin with. This Area Development Division has a budget of 
$120,000 and a staff of 15 people. 

Mr. Bow. I have just heard testimony here as to what you did; 
that you people moved into these areas, and I did not see any of them. 

Mr. Oxrcuste. I will bring in with me the records of the areas that 
we have visited at the request of Congressmen and Senators and the 
local State development groups and give you some idea of how many 
since the 1st of January there have been up to date, and also how many 
last year. I will be very glad to bring that in tomorrow. 

Mr. Bow. Are you notified when an area is designated as a class IV 
surplus area? 

Mr. Orcuste. Yes. 

Mr. Bow. After you are notified of that, in order to get the wheels 
moving, is it necessary for a Member of Congress or a Senator to ask 
for help, or are you not put on notice that they need help? 

Mr. Orcusite. We have so many requests that it is necessary to 
constantly set up meetings ahead of time. They are attended to in 
the order in which they come in, regardless of what section of the coun- 
try. We have three men that are available now on our present staff 
to go out and conduct these meetings with the State development or- 
ganizations or the local chambers that request this help. 

Mr. Bow. Is that just in the class IV areas? 

Mr. Oxcuste. In the class IV areas, or any other area. 

619225542 
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Mr. Bow. In other words, the designation of a class IV area has not 
meant very much, has it? 

Mr. Orcuste. It has meant this, they are the ones who in most 
cases have asked for assistance. There is the northeast Pennsylvania 
area and down through West Virginia and then on out into Kokomo, 
Ind. Then there is eastern Rantacky’ southwest Virginia, . and 
Lawrence, Mass. There are any number of them that are constantly 
coming in that dates are being set up for and men are being sent out 
and working in coordination with the State development groups, or the 
Congressmen that request our assistance, or the Senators. 

Mr. Bow. Then the understanding is the mere designation of a 
class IV area, indicating to the Department that there is an area in 
distress, is not sufficient, you have to implement that by someone 
requesting it from Congress; is that correct? 

Mr. Orcus.e. If we had to immediately move into a surplus labor 
area with the number we have today, and do it throughout the 
country, we would need a staff about 10 times the size of the one that 
we have now. 

Mr. Bow. How many class IV surplus areas are there today? 

Mr. Orcuste. I do not have the latest list, but it must be well over 
1,000. I will bring the list with me. 

Mr. Bow. How does that compare to a year ago? 

Mr. Oxrcus.e. I think there are about the same now as a year ago. 
I do not think there has been much change in that. I will bring that 
information with me to the hearing tomorrow. 

Mr. Bow. You have stated that you have definitely located 
industries, through the Department of Commerce, in some of these 
areas. Give us an example of those when you bring that material up 
tomorrow. Tell us what actual plans you have, through the Depart- 
ment of Commerce, to locate plants in these distressed areas. 

Mr. Trxrtor. Or have been instrumental in locating. 

Mr. Bow. And to what degree instrumental. 

Mr. Tretor. We have a budget of about the same amount as the 
Canton local chamber of commerce, and we have the whole United 
States as a territory to work in. Naturally, this Division has to be 
spread pretty thin and we can only work on those spots where we are 
asked to go. 

Mr. Bow. Frankly, Mr. Teetor, I only raised these questions 
because it sounded to me from the presentation that you have given 
that you have done such a fine job and I was disturbed because of 
the fact that I might have failed my people miserably by not getting 
a lot of things done you were telling us had been done. I was quite 
concerned about it. I know that you have a small budget, about 
the size of our chamber of commerce, and I did not think you could 
have done it. 

Mr. Orcus te. In fiscal 1954 our budget was $55,000 and fiscal 1955 
it is $120,000. 

Mr. Treetor. And we are asking for $370,000 for fiscal 1956. 

Mr. Orcus.e. Dr. Burns in his economic report says he was amazed 
we could do as well as we did with the amount of money and the 
people we had to work with. 

Mr. Preston. You gentlemen are talking like the Nation’s economy 
is sick. Is that true? 

Mr. Orcuste. No. The Nation’s economy is not sick, but there 
will always be certain segments in a dynamic economy that will be 
changing, where certain new products are coming into being, or where 
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coal is going out and they are using oil and natural gas and where 
textiles are moving out of New England to the South, and we have to 
get new industries to replace these dislocations. We have to get 
machine-tool industries in, electronic industries, chemical industries, 
and things of that type. You are going to have soft spots when you 
have a boom economy you are bound to have soft spots. 

Mr. Preston. Every State has a department of commerce and 
they do these same things. 

Mr. Orcuste. They have State development corporations and 
organizations in many of the States, but they come to the Federal 
Government for assistance to show them what has been done in other 
areas of the country to solve these problems. 

Mr. TrretTor. Many of the State departments of commerce are 
weak. I know that firsthand. In some States, the department of 
commerce consists of one man and a stenographer. It is the unusual 
State that has an active department of commerce. So we can be of 
help to the States, not only in trying to get new industries located in 
these communities, but in activating their own organizations to do a 
better job. 

Mr. Preston. Will you proceed with your general statement, 

lease? 
F OFFICE OF BUSINESS ECONOMICS 


Mr. Trrtor. One other area I want to talk about, the Office of 
Business Economics. We have requested $1 million for that office. 
For fiscal 1955 there was a request for $1,010,000 and we were given 
$900,000. So the increase that we are asking for this year is $100,000. 
Mr. Meehan will talk to you about that and tell you the things he 
wants and why he needs the $100,000. I can very ‘briefly tell you, it 
is not for new things. It is for improvements in what they are “doing. 
He keeps many of the vital business indicators that are used by every- 
body in Government and in business. We will need improvements in 
our inventories, our manufactured sales records, new order estimates, 
inventory movements, investment trends, personal incomes, consumer 
expenditures, and things of that kind where we are not doing a good 
enough job. He will tell you more about that. All of that adds up 
to $26,855,000 that we want for domestic affairs. We have tried to 
be as economical as possible. 

Mr. Toomas. Will the new questionnaires that you are asking 
money for come under that section of the law which makes it a penal 
offense if the manufacturer or the industrialist does not answer the 
questions? 

Mr. Tertor. In the economic censuses which I think you refer to, 
which are being taken now, it is a penal offense not to answer the 
questionnaire, but that is no different from the way it has been since 
the very first census was taken. It is the only way that you can get 
acensus. If you left it up to the individual whether or not he was 
going to fill out the form, you would never have an accurate census. 

Mr. Preston. Does that conclude your statement? 

Mr. Bow. On this question of the census, do you have any data as 
to what it costs some of these corporations to fill in the data sheets 
for the census? 

Mr. Terror. Yes; I have some idea because I was a manufacturer 
and had to fill them in. 

Mr. Bow. It is a pretty expensive operation? 








Mr. TrrtTor. Not very. 

Mr. Bow. I have had three corporations in my city, and not large 
ones, break that down for me—their actual cost of filling in the 
business census. I am thinking now of one. Their actual cost was 
something over $1,500. That was for a rather small company. It is 
a company that is in my district. Is that a deductible income tax 
item for them? 

Mr. Treeror. Sure. It is an expense of doing business. 

Mr. Bow. Then we do not get the real cost of taking the census. 
If you multiply that particular company by the thousands of others 
that are throughout the country and take the $1,500 for that com- 
pany and build that up, it would be quite a sizable item, and actually 
the income tax that has been deducted would add greatly to the cost 
of the census, would it not? 

Mr. Trrror. Of course. Any time you put into it would add to 
the cost. Most of the things that we ask for are things that most of 
the companies have as running records anyway, so it just simply 
means filling out the form and putting the things on, or checking 
them in the form we want. They are records that most companies 
always keep. 

Mr. Bow. I received complaints about it. I asked several to 
break it down, and I had the breakdown. 

Mr. Terror. We receive many complaints too, Mr. Bow, but 
when you consider how many millions of these forms go out, I think 
probably we receive a very small percentage of complaints. I do not 
know of any other way to get the information. We have to have 
the data. I think frequently you will find in the same company the 
comptroller objecting to the forms that he has to fill out and right in 
the same company you will find the sales department asking for more 
information and records so that they can plan a sales campaign. 


Wepnespbay, Aprit 27, 1955. 


BUREAU OF THE CENSUS 


WITNESSES 


LOTHAIR TEETOR, ASSISTANT SECRETARY FOR DOMESTIC 
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Mr. Preston. The committee will come to order. 

The next item is the Bureau of the Census. That is found on page 
13 of the committee print and page 105 of the justifications. Page 
105 of the justifications will be inserted in the record at this point. 

(The page referred to is as follows:) 
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Difference, increase (+) or decrease (—) 


Appropriation Personal services 


Salaries and expenses: 
1. Current census statistics: 
+$11, 180} +$99, 207 
+35, 315 +257, 900 
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(e ho tion and housing y +563, 115 
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2. General administration: 
(a) Executive direction --....-.-.|------ 
(b) Public information 
(c) Administrative services 
(d) Personnel. -- 
(ce) Budget and management 


Activity total 
3. Electronic equipment development _ -_ 
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Net adjustments to base ! 
Reimbursables 


Appropriation total 


1954 census of agriculture 


1954 censuses of business, manufactures, 
minera] industries: 
1. Census of business \ 2, 004, —1, 558, 845) —3, 563, 635 35 
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Appropriation total —681. 1 2107, 107, 401 —1, 667, 599] —3, 775,000) __79 
Intercensal housing survey : 
Grand total, all appropriations 


1 See summary of requirements for detail. 
GENERAL STATEMENT 


Mr. Preston. We have the Director with us today, Dr. Burgess. 
Do you have a general statement to make, Doctor? 

Mr. Buraess. Yes, I have a statement I would like to submit for 
the record, and I think I might touch on the highlights. 

Mr. Preson. Very well, Doctor. Your prepared statement will 
be inserted in the record at this point. 

(The statement referred to is as follows:) 
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STATEMENT OF THE Director, BuREAU OF THE CENSUS, IN CONNECTION Wr 
THE 1956 BupGET 


I am here today in support of the 1956 budget estimate for statistical services 
of the Bureau of the Census. The total estimated requirements of $18,555,000 
consist of four — items, as follows: 


$7, 400, 000 

6, 000, 000 

1954 acumen of oe Manufactures, and Mineral Industries__ 4, 655, 000 
Intercensal housing survey 500, 000 


The underlying objective of the statistical services of the Bureau of the Census 
is to develop and publish comprehensive statistics which will find and present the 
facts about the field covered in such a way as to best serve the needs of business- 
men, farmers, Government agencies, other organizations, and individual investi- 
gators. The facts to which the Census Bureau gives most attention are those 
which can be obtained by complete or sample enumeration of the population or of 
the country’s farms or of the country’s business concerns. We know we cannot 
and should not attempt with public funds to satisfy all of the individual needs for 
such statistics. Our aim is to identify the kind of information that will serve the 
nost vital and widespread public need and to direct our program toward such 
need. To assist us we maintain continuing contact with hundreds of persons who 
are in a position to represent or speak for the needs of the many points of view 
involved. Our programs are continuously reviewed in great detail by the Office of 
the Secretary of Commerce and by the Office of Statistical Standards of the Bureau 
of the Budget as to inherent need and as to coordination with related activities of 
other agencies to avoid duplication and overlapping. We maintain contact with 
the Council of Economie Advisers, the Joint Committee on the Economie Report, 
and with other agencies to assure that the Bureau’s program meets the urgent 
needs for data in its field. 

As additional guides for our selection of projects, there were completed about a 
vear ago comprehensive reviews of Bureau programs by the Intensive Review 
Committee and the Special Committee on Employment Statistics, both appointed 
by the Seeretary of Commerce to assess the programs in the light of present-day 
statistical needs. 

These groups have been unanimous in urging improvement and expansion of our 
statistics as part of a government wide effort to provide Government departments 
and agencies and business enterprises with the necessary statistical foundation 
for sound decisions. The specific programs included in the estimates before you 
are the ones which our advisory groups and reviewing officials feel are most vital 
and urgent for the Census Bureau to undertake. 

I should like to take this opportunity to refer to some expressions of support 
for the strengthening of the statistical work of the Federal Government which is 
reflected not only in certain increases which appear in our budget request, but also 
in the budgets of a number of other statistical agencies. In the report of the 
Joint Committee of the Economie Report, issued last month, there was a strong 
recommendation that the Government improve its economic statistical programs 
and reference was made to the unanimous testimony at the recent hearings of 
the Joint Committee urging congressional action to this end. 

Much emphasis has also been placed on the lowering of cost. In aggregate, 
the censuses currently being carried out reflect lower costs of approximately 

$5,500,000 for substantially the same statistical product as before. The major 
portion of this cost reduction is caused by improved methods and teehnology, 
such as the use of electronic equipment, the use of administrative records of the 
Internal Revenue Service and the Bureau of Old-Age and Survivors Insurance, 
the extension of sampling, and the utilization of existing facilitis and organiza- 
tions of other agencies. As an illustration I cite the excellent cooperation of 
the Post Office Department, in the correction and clarification of location of 
addresses in the extensive mailing lists developed for the 1954 Censuses of Business 
and Manufactures. The Bureau of Mines is assisting in the collection of data to 
the extent that its background and experience make it possible for it to perform 
such work more economically and expeditiously. We are also utilizing the advice 
and assistance of private management consultants in the control and scheduling 
of work and in the development of objective work measures and performance 
standards. Some temporary curtailments, adjustments, and deferments, thoug! 
not of major importance, have been necessary to achieve some of these cost 
reductions. However, we think we can maintain the level of cost reductions 
achieved so far. 
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In the area of electronic equipment there appears to be significant advances 
applying to projects like the 1960 decennial census in which savings counted in 
millions can be achieved if we can capitalize and adapt for our use some of the 
recent developments in eleetronic and related fields. The estimates include 
$200,000 for electronic equipment developed to be directed to this purpose. 

As my next to the last initial comment I should like to call attention to the part 
played by Census Bureau personnel in the evaluation of the Salk polio vaccine. 
The summary report announcing the results of the evaluation of the field trials 
of that vaccine acknowledged “the important contribution made by the United 
States Bureau of the Census, which permitted leave for several members of its 
staff to participate.’’ The Bureau is gratified that through services of several 
of its experts in statistical operations it contributed to the success of this project, 
which constitutes a landmark in the history of applied science. 

Finally, I would like to report that the 1954 Censuses of Agriculture, Business, 
Manufactures, and Mineral Industries are being processed more rapidly than ever 
before, and the results are being made available earlier than ever before. There 
are a great many reasons for this in addition to the innovations in method and 
procedure. One of these is a continuing determination on our part to carry out 
our agreement to accelerate our final results to the greatest extent consistent with 
high quality and reliability of the information we produce. 


Mr. BurGcess. The total estimated requirements of the Bureau of 
the Census for fiscal year 1956 of $18,555,000 consist of four appro- 
priation items. 

The outstanding item is our salaries and expenses item of $7,400,000 
as compared with $6,200,000 in fiscal year 1955, not allowing for 
adjustments. 

he other items listed are: 

Census of Agriculture, for which we request $6 million to carry 
through the work. Some $16 million was appropriated for this 
purpose in fiscal year 1955. , 

We are requesting $4,655,000 to carry through the Censuses of 
Business, Manufactures, and Mineral Industries, compared to 
$8,430,000 in fiscal year 1955. 

And we are requesting $500,000 for an intercensal housing survey. 

All these requests reflect carrying through our general viewpoint of 
getting opinions from our advisory groups, the Joint Committee on 
the Economic Report, the Council of Economic Advisers, and other 
agencies. Our specialty is sampling the population and presenting 
the results of mass enumerations that will best serve the uses that 
people make of them. We have had advice from the Intensive 
Review Committee since the hearings last year and also from the 
Special Committee on Employment Statistics, both appointed by the 
Secretary of Commerce to review Bureau programs. 

These groups have been urging improvement and expansion of 
Government statistics. I think you are familiar with the report of 
the Joint Committee on the Economic Report, which had hearings 
last July and in February and recommended additional work on 
economic statistics. 

We want to call attention to the fact that these figures actually show 
some lowering of costs. The costs are approximately $5 million lower 
for substantially the same censuses. This cost reduction is the result 
of using improved methods of compiling the information and using 
electronic equipment, especially UNIVAC; also, the use of adminis- 
trative records of the Internal Revenue Service and the Bureau of 
Old-Age and Survivors Insurance, the extension of sampling, and the 
utilization of existing facilities and organizations of other agencies. 

In my statement I call attention to the part played by Census 
Bureau personnel in the evaluation of the Salk polio vaccine. We are 
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not claiming credit for the medical work, but our people assisted in 
evaluating it and showing that it was sound. We had 3 people 
engaged in that work, 2 men and 1 woman, who are mentioned by 
name in the report and acknowledgment is made to the Bureau of the 
Census for lending these people. 

The last part of my statement calls attention to the fact that the 
1954 Censuses of Agriculture, Business, Manufactures, and Mineral 
Industries are being processed more rapidly than before and the 
results are being made available earlier. The results have been put 
in mimeograph form and I think we have some of them available if 
you are interested. We are carrying out our agreement to this com- 
mittee that we would get our final results out faster than has. ever 
been done before. We hope to get out by the end of the present 
calendar year the bulk of the standard statistics, not all the cross 
tabulations, but the things that are most used by business. 

That concludes my general statement. 

Mr. Preston. Thank you, Doctor. Tomorrow we will begin to 
discuss the “Salaries and expenses” item. We must adjourn now. 
We will meet again at 10 o’clock tomorrow morning. 


TuHurspDAy, APRIL 28, 1955. 
SALARIES AND EXPENSES 


Amounts available for obligation 
(Balances for June 30, 1954, areas certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Appropriation or 

Transferred from ‘Salaries and expenses, Civil Aeronautics 
Administration,” pursuant to Public Law 286 

Transferred to “‘Salaries and expenses, Office of the Secretary 
of Commerce,” pursuant to Public Law 471 


Adjusted appropriation or estimate 
Reimbursements from other accounts 


Obligations by activities 


| 
Description | 1954 actual | 1955 estimate | 1956 estimate 


Direct Obligations 

1. Current census statistics 
2. General administration 
3. Electrcnic equipment development 

Total direct obligations 
Obligations Payable Out of Reimbursements From Other Accounts | 
1. Current census statistics 
2. General administration 
3. Terminal leave payments 


Total obligations payable out cf reimbursements from 
other accounts 


Obligations incurred 


smese-ouscneiiets ee Een 





663 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


Summary of Personal Services 


Total number of permanent itions 
Full-time equivalent of all other positions_____ 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 
General schedule grates: 
Average 
Average e 


Personal service obligations: 
Permanent itions 
Positions other than permanent 
Regular pay in excess of 52-week base _-.-.-.....-.--..--.--- 
Payment a 
Other payments for personal services. - -----..--.--- ake 


Total personal service obligations 7 6, 123, 785 | 5, 898, 126 | 


6. 805, 359 
Direct Obligations 
Personal services..........---.--.--- icdensestacesodene inna 5, 753, 147 | 5, 217, 326 
Travel_. 209, 340 | 246, 879 
Transportation of things 25, 467 29, 736 
Communication services 239, 747 181, 549 | 
Rents and utility services 109, 191 | 137, 527 | 
Printing and reproduction-_----.--.-..-------------------- . 266, 864 
Other contractual services 59, 029 
Services performed by other agencies 22, 114 
Supplies and materials 114, 574 
Equipment 
Refunds, awards; and thdemnities 
5 Taxes and assessments 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other 
Accounts 
Pereguiel SUI Fo oh oo oo sho een sted 
RI i eo. cca dawienpintbemenenee 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies--_- 
Supplies and materials 
Equipment 
Taxes and assessments 


g 


gy g2sge8e 


2 
= 
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Total obligations payable out of reimbursements from 
other accounts 


Obligations incurred 





Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1 
| 1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward $601, 166 $580, 112 $574, 603 
Obligations incurred during the year 7, 323, 168 6, 979, 218 8, 200, 000 


. 7, 924, 334 
Adjustment in obligations of prior years —86, 675 

eimbursements 285 
Obligated balance carried forward 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 
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Mr. Preston. The committee will please be in order. 


TYPES OF CENSUSES 


Dr. Burgess, will you be good enough to give us a rundown on the 
various types of censuses that you plan to take during the coming 
fiscal year? You have certain censuses for which money is requested 
in the budget, but there are others that will be of the sample type 
that you take under the heading of salaries and expenses, I| believe. 

Mr. Burecess. Yes. 

Mr. Preston. Would you give us the number of those that you 
propose to take under the heading of salaries and expenses? 

Mr. Burcsss. What we call surveys? 

Mr. Preston. Yes. But let us have them now. 

Mr. Bureess. Those are outlined in our fuller statement here. 

Mr. Preston. I want them now. 


BUSINESS STATISTICS 


Mr. Bureess. Under the head of business statistics, we have a 
national survey of retail trade, which is issued in two stages; that 
is, an advance report issued within 10 days, and a larger sampling in 
greater detail issued later in the month. 

Mr. Preston. What is the next one? 

Mr. Burasss. And a smaller monthly survey providing an estimate 
of inventories of selected types of retail stores. 

Mr. Preston. Inventories, retail stores. 

Mr. Buraess. Then there is a survey providing physical inventories 
of used cars held by used-car dealers. 

Mr. Preston. All right, the next? 

Mr. Bureess. There is a monthly survey of wholesale sales and 
inventories of all merchant wholesalers. 

Mr. Preston. Yes. 

Mr. Buresss. An estimate of distributer’s stocks of canned food, 
based on five selected dates. Finally, we have an item for fiscal 1956, 
the 1955 annual retail survey. This includes a regional breakdown of 
the retail sales; comprehensive coverage of year-end inventories for 
all types of retail stores; and a report on consumer credit outstanding 
at the end of the year. 

Mr. Preston. Is that a separate item? 

Mr. Buragss. This is really the year end retail report, including the 
several items. 

Mr. Preston. Consumers’ credit? 

Mr. Burcess. Consumer credit; and an estimate of the number of 
retail establishments in business at the end of the year, ete. 

Mr. Preston. Estimates of the number of retail establishments in 
business? 

Mr. Buraess. Retail establishments, yes. 

Mr. Preston. All right. 

Mr. Bureess. That is what we call business statistics. 


INDUSTRIAL STATISTICS 


Now, we have industrial statistics, primarily manufacturers. 
Mr. Preston. Of manufacturing? 
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Mr. Burgess. Yes. We have a series of monthly, quarterly, and 
annual reports on various commodities. I do not know how many 
of each of those—we have 65 commodity surveys covering about 2,000 
commodities. 

We also have an annual survey of manufactures that we are asking 
funds for; that is to cover information similar to, but in less detail 
than, the complete census. This survey is to cover the calendar 
vear 1955. 

" Mr. Preston. That is still under salaries and expenses? 

Mr. Bureess. This is all under salaries and expenses. This is in 

the industrial statistics category, this last group I have mentioned. 


AGRICULTURAL STATISTICS 


Then we have the agricultural statistics. 

Mr. Preston. Is that a sampling process in agriculture? 

Mr. Buregss. This is the collection and compilation of cotton 
ginning reports. The schedules run monthly starting in August. 

Mr. Preston. That is an annual operation? 

Mr. Buresgss. This is biweekly from August. 

Mr. Preston. That is taken every year, I mean? 

Mr. Burexss. Yes; this has been running for a long time. 

Mr. Preston. Yes; I realize that. 

Mr. Burgess. Yes. There is no other agriculture survey under 
“Salaries and expenses.” 


FOREIGN TRADE AND VESSELS SHIPPING STATISTICS 


We have a report. I think you are asking about all reports. We 
compile the official foreign trade and vessels shipping statistics report, 
or rather a series of monthly reports, covering exports, imports, and 
shipping. This is monthly report. 


POPULATION AND HOUSING STATISTICS 


And then population and housing—this is quite a detailed list, Mr. 
Chairman. 

Mr. Preston. We usually talk about this business on a general 
basis without taking it up item by item and finding out just what 
you are doing; that is why | w anted to get it in one place so we can 
find out exactly. 

Mr. Burasss. Yes. 

Mr. Preston. What was the last one you mentioned, population 
and housing? 

Mr. Bureess. Population and housing statistics 

Mr. Toomas. That is a new item? 

Mr. Burgess. No, we are expanding that, but under the population 
and housing there is a current population survey, a monthly survey, 
which has been going on a long time. 

Mr. Tuomas. Yes. 

Mr. Buregss. Since about 1940. This comes under the general 
head of the monthly Commerce and Labor Departments’ release on 
employment and unemployment, also referred to as the monthly 
reports on the labor force; that is the one where we are asking for an 
Increase in the appropriation. In connection with this report on 
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employment and unemployment, we take a survey, starting in with 
25,000 households each month and getting data month by month, 
We have a schedule providing in some months for obtaining other 
information, such as personal income; we get a lot of information that 
is based on the monthly current population survey, as we call it. 

The biggest thing we get out of the monthly figures is unemployment 
and employment for the Nation as a whole. 

Mr. Preston. What about the Bureau of Labor Statistics; do they 
not do that same thing? 

Mr. Buresss. No. We have a combined report which brings out 
the difference between what we get and what they get. We have been 
getting household reports, getting from householders how many people 
are working, how many hours they work, and getting from them the 
number of self-employed, the employment of domestic servants and 
unpaid family workers, in agricultural as well as nonagricultural lines, 
The Bureau of Labor Statistics has a report of wage and salary workers 
in establishments. They get figures from each manufacturer in the 
case of manufacturers; the report is sent in by mail, by the company, 
to various State offices, principally the offices of the State department 
of labor and in some cases other agencies, and the States compile 
these reports and send the results to the Bureau of Labor Statistics. 

That gives a figure which is probably better on the aggregate man- 
hours worked and the amount of payroll. Those results are pub- 
lished along with Census Bureau results in the joint reports; that is 
to say, statistics from both points of view are presented together. 

The Bureau of Labor Statistics figures cover only employees, but 
do not include the self-employed and do not include those engaged in 
agriculture. 

Mr. Preston. What else, Mr. Burgess? 

Mr. Tuomas. Looking at this I see you have 21,000 in 230 areas; 
that is, about 90 households taken in each area? 

Mr. Buresss. That is a sample. We have on our staff samplers 
who are expert, who pick out the representative spots; the reports 
apply to the entire country with a measurable margin of variation. 

Mr. Tuomas. Do you have a sample questionnaire available 
covering the questions you ask? 

Mr. Buregss. I do not know if we have a sample questionnaire; 
do we, Mr. Alexander? 

Mr. ALexanpER. This is the new type of questionnaire [indicating] 
that we are using for the monthly report. 

Mr. Preston. What is the next item, Mr. Burgess? 


STATE AND LOCAL GOVERNMENT STATISTICS 


Mr. Bureess. We now come to State and local government sta- 
tistics. The current annual report gives the financial statistics of 
each State government, and of cities of over 25,000 population. 

Those include the expenditures, revenues, debt, employment, pay- 
roll. That report also covers a sample of the small units as well as 
all of the large cities and all the States to give estimated totals for the 
whole country. 

We are asking to have the report expanded, by the use of a larger 
sample covering the year 1955 more complete than the usual annua 
survey so we will be able to get total figures for each State as a whole: 
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that is, representative figures of expenditures and revenues in each 
State, similar to what we get out annually for the United States total. 
Our present sample is not big enough to provide figures for each single 
State that would be reliable. 

Mr. Preston. What is the next item? 


STATISTICAL ABSTRACT OF THE UNITED STATES 


Mr. Burcess. We have the Statistical Abstract of the United 
States that we get out each year, a compendium. 

Pardon me. This is the Statistical Abstract of the United States, 
a compendium of all the statistics, not only of the Census Bureau but 
of other Government departments, other sources, to cover the whole 
story, that we issue each year, incorporating the changes and any new 
figures that become available. 

We have on the list what we call the County and City Data Book, 
and County Business Patterns, which are not issued each year. 

Mr. ALEXANDER. We have nothing in the budget for the County 
Business Report in 1956. 

Mr. Buregss. Those are on the general schedule but nothing for 
next year. 

Mr. ALEXANDER. That will be requested later; you do not have the 
data book each year. 

Mr. Burgess. I think that covers the range, Mr. Chairman. 

Mr. Tuomas. What is the nature of the Statistical Abstract of the 
United States? 

Mr. Buresss. The Statistical Abstract for the United States—Do 
we have a copy of that available? 

Mr. ALEXANDER. I do not have a copy with me. 

Mr. Buresss. There is a copy which goes to each Member of Con- 
gress, each Senator; that is prepared in a paperbound edition. 

Mr. Tuomas. I do not believe I have ever looked at it. What 
is it? 

Mr. Burasss. The sort of thing that we have described ; a statistical 
survey, covering production of materials, expenditures, population, 
housing, agriculture. 

Mr. Tuomas. This is one combined volume for all practical pur- 
poses? 

Mr. Buresss. It is one combined volume; yes. 

Mr. Tuomas. You publish that? 

Mr. Buraess. We have the responsibility of publishing for the 
Government. 

Mr. ALEXANDER. It includes statistics of all of the Government 
departments. It is an abstract of all important statistics collected 
anywhere in the country, compiled in one place. 

Mr. Chairman, here is information that you may want, a sort of 
summary of all of the principal statistics that the Bureau of the 
Census compiles. It includes the major census programs and all of 
the current reports and they are grouped by areas. However, this is 
not related to the budget in terms of specific figures or increases, but 
is for background purposes. 

Mr. Burgess. We did not get this publication out for this com- 
mittee, primarily. It was a supplemental copy which we decided to 
get out. 
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Mr. Preston. You do not have in here several of the items we have 
gone over. 

Mr. Burcerss. Yes; I was picking them out as we went along; most 
of them are there. 

Mr. Preston. No; they are not. We have 17 items that we haye 
gone over. 

Mr. Burcess. I think I covered some of the things that are con- 
solidated; for instance, when we talk about retail trade. 

Mr. Preston. I guess that is right. I see. 

Mr. Buraegss. It is a little difficult to consolidate but there is much 
general information of all kinds. 

Mr. Preston. Off the record. 

(Off-the-record discussion.) 

Mr. Preston. Referring to this list you have furnished the com- 
mittee, have you published documents connected with each of the 
items contained in this list [indicating]? 

Mr. Buregss. I think not—yes; we published each one of them. 

Mr. Preston. And additional documents also? 

Mr. Burcess. Our complete catalog; we put that in 

Mr. Preston. Where is that; do you have a copy of it? 

Mr. Burcess. Have we brought a catalog along? This runs to 
what, some 75 pages annually. 

Mr. Preston. We do not want to put that in the record. 

Mr. ALEXANDER. That covers all of this, Mr. Chairman. 


SALE OF DOCUMENTS 


Mr. Preston. How much income do you get from the sale of 


documents? 

Mr. ALExANDER. For the last 2 fiscal years; in fiscal year 1953, 
sales by the Superintendent of Documents, $315,000; and at. the 
Census Bureau, $11,000. 

In fiscal year, 1954, sales by the Superintendent of Documents, 
$255,000 and by the Census Bureau, $4,000. 

Mr. Preston. What is the reason for the difference? 

Mr. ALEXANDER. The decrease? 

Mr. Preston. Yes. 

Mr. ALEXANDER. Largely, we think, the result of the completion 
of the 1950 census. Usually we have an increase in sales during a 
major census program and after each major census there is a decrease 
in sales. A part of the 1953 sales was the later reports of the decennial 
census. 

Mr. Preston. What is the average price of these documents? 

Mr. ArexaNnpER. They vary from sales at 10 cents, which I believe 
is the minimum, up to three and four dollars for the larger reports. 

Mr. Burasss. The statistical abstract is $3.75. 

Mr. ALEXANDER. Some of them are very small pamphlets, but | 
do not believe any run less than 10 cents. They are priced in accord- 
ance with a formula worked out through the Government Printing 
Office. 

Mr. Buraegss. The Superintendent of Documents sets his own price; 
sets the price to cover cost of printing. 

Mr. Preston. Do you have the total number of documents you 
have sold for the last fiscal year? 
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Mr. ALEXANDER. Not with me. 

Mr. Preston. Could you obtain that without a great difficulty? 

Mr. ALEXANDER. | think we can obtain approximately the number. 

Mr. Preston. It seems to me that you are not doing much business 
if you did not sell more than $259,000 worth of material in the fiscal 
vear 1954. 

’ Mr. ALFXANDER. A large number of these 10-cent pamphlets—— 

Mr. Buresss. Of course, these prices are to regular subscribers and 
they are to cover the cost of reproduction; they are on an additional 
cost basis, and we cannot recover all expenditures for them. 

Mr. Preston. I understand that, but there is a cost of getting up 
this information that is used for the benefit of commercial enterprise. 

Mr. THomas. $30,600,000 per year; they sell $250,000 worth of 
pamphlets. 

Mr. ALEXANDER. This is the situation as it pertained last year, Mr. 
Chairman: We issued reports on 119 subjects; 33 of those subjects 
were issuedon an annual basis; 11 on a quarterly basis and the re- 
mainder, about 75, on a monthly basis. Now, at that time, there was 
about 1,300,000 copies published. 

Mr. Preston. Published or sold? 

Mr. Burgess. Everything we publish is sold; is it not? 

Mr. ALEXANDER. There are a number of copies furnished free; of 
those 1,300,000, about 200,000 were sold on a subscription basis. In 
addition, there are small numbers which are sold across the counter. 

Mr. Preston. Across what counter? 

Mr. ALEXANDER. To people who come to the Department of Com- 
merce lobby, for example, to get information, or copies of published 
reports, or anything about the Department of Commerce. Our 
documents there are normally sold at 10 or 15 cents. 

Mr. Preston. What fiscal year are you giving us figures on? 

Mr. ALEXANDER. This is for the fiscal year 1953. 

Mr. Preston. You published 1,300,000 and you sold only 200,000 
plus on a subscription basis or across the counter at the library; is 
that correct? 

Mr. ALEXANDER. Yes. 

Mr. Preston. What became of the rest of them? 

Mr. ALEXANDER. Under regulations issued by the Department of 
Commerce, many of the important classes of users of statistics are 
entitled to regular issues without charge and these include individuals 
and large organizations who furnish information to the Bureau on 
the particular survey involved, to State and local government agencies, 


;public educational bodies, selected scientific libraries, nonprofit re- 


search organizations, trade association members; and they are given 
to the press, radio, and educational groups, which receive these issues. 

They are offered to foreign and international groups on an exchange 
basis, under cooperative arrangements which have been worked out 
for the exchange of publications with them. 

Mr. Bow. May I make a suggestion, Mr. Chairman: I would like 
to suggest, if it be possible, that we have an inventory of the existing 
publications and the status of the publications. 

Mr. Buresss. That is the catalog? 

Mr. Preston. That would be the catalog, would it not? 

Mr. Bow. Do you have an inventory of the number on hand? 

Mr. Burcess. You mean the number of copies on hand? 


619225548 
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Mr. Bow. Yes. 

Mr. ALexanpbeEr. I think we can get that information. 

Mr. Bow. Inventory is the thing I was thinking about, with th 
date of the publication. 

Mr. Burcsss. The Superintendent of Documents has that; we ea) 
give you what the Bureau has on hand. 

Mr. Preston. Suppose you furnish that to the committee and y 
will look at the length of it. 

Mr. Bow. Yes; this is not for the record. I think it would } 
interesting. 

Mr. ALEXANDER. We can try to get the figures from the Super. 
intendent of Documents. 

Mr. Bow. Yes, I would like to have that,-too. 

Mr. ALEXANDER. Yes. 


ELECTRONICS EQUIPMENT 


Mr. Preston. I notice you omitted one item here on electronics 
I see here an item on electronics equipment development. 

Mr. Burcess. I mentioned that yesterday. We are asking fo 
$200,000 for carrying on electronic development, to keep up with the 
game for the 1960 census; we will need additional equipment. 

Mr. Preston. I thought you had given me all of your program, 

Mr. Buraess. I thought you asked for survey publications. 

Mr. Preston. Apparently you misunderstood me, because I was 
asking you for the various types of censuses that you take under the 
item ‘Salaries and expenses.” 

Mr. Buraess. I took censuses to mean surveys. You see, we ar 
talking about equipment here, the expenditures that we make unde 
that heading. 

Mr. ALExanpEerR. We make a distinction between surveys, Mr. 
Chairman, and other items. We thought you were asking about the 
classes of surveys under our regular program. 

Mr. Preston. I distinctly remember using the word “census’’ and 
wondered if J had used it correctly when I asked the question. 

Mr. ALEXANDER. This is electronics-equipment development; ther 
is no collection or publication of information and no reports are pre- 
pared. 

Mr. Preston. You are collecting no information on it? 

Mr. Burcgss. No. 

Mr. Preston. Why do you have seven additional positions i 
this area for the fiscal year 1956 if you are not operating in this field’ 

Mr. Burcess. These people will be needed to determine what w 
will be concerned with when we put out contracts for machines fo 
1960. 

Mr. Preston. I see. What you are talking about here is the 
machines you are planning to use? 

Mr. Burgess. This is additional, supplemental equipment whieh 
ultimately we might make use of. 

Mr. Preston. I understand now. 

Mr. Burcess. That is what we are asking for. That is not in the 
statistical surveys. This item is under the general administration 0 
facilities for preparation of surveys. 
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ANALYSIS OF 1956 ESTIMATE 







Mr. Preston. Dollarwise, how much additional funds do you 
request for 1956 against fiscal year 1955? 

Mr. Bureess. Under ‘‘Surveys” 

Mr. Preston. Under ‘‘Salaries and expenses.’ 

Mr. Bureess. Under “Salaries and expenses’’? 

Mr. ALEXANDER. The increase from actual appropriation for this 
vear is $1,200,000. There were some adjustments to the base, leaving 
$1,265,222 as the adjusted figure. 
der Mr. Preston. On what page of the justifications will we find a 
breakdown of this figure? Do you have it set out in the justifications? 

Mr. Burcess. That is in this statement. 

Mr. Preston. I see, but that is enough to put a man’s eyes out 
trying to study that chart with that fine print. 

“Mr. ALEXANDER. We have a larger one, Mr. Chairman. 

Mr. Preston. You do not have a breakdown elsewhere on just 
the increases? 

” Mr. ALEXANDER. Not altogether, on one sheet. 

the Mr. Tuomas. Yes, it does; it shows up in the last column. 

Mr. Preston. I know it does, but normally the justifications 

carry a sheet showing simply the increases in simplified form for use 
of the committee. 

as Mr. Burgess. Essentially, this last column there has a breakdown. 

the Mr. Preston. Page 106 has a breakdown? 

Mr. Buragss. Yes. 

Mr. ALEXANDER. Mr. Chairman, I can in a few words explain 
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es, 


are : % 
ide: am these increases on page 105. 
RETAIL TRADE SURVEYS 
Mr. 
the First is the annual retail trade survey under the heading, ‘‘ Business 


statistics,’ $87,000 for the direct operating cost of the retail survey. 
and ##}Then there is an item for an increase of enumerators’ pay of $12,207, 
making a total of $99,207 under that program. 
here Mr. Preston. Where do you find the $12,000? My figure indicates 
pre: §$11,780. That is under ‘Other objects’. 
Mr. ALexaANDER. That is part of the $99,000. 
Mr. Preston. I see the total item, but I did not see the $12,000. 
Mr. ALEXANDER. The $12,000 is a part of the $88,000 for personal 


5 lt services. 
eld’ Mr. Preston. I see. 
fa Mr. ALEXANDER. Increased pay, salary of enumerators. 
; for 
INDUSTRIAL STATISTICS 
the 


Under industrial statistics, there is the annual survey of manu- 
hich HE acturers, in the amount of $257,900. 
Mr. Preston. That is a recurring item, is it not? 
Mr. Burcess. We have had that in previous years, but not under 
. the this particular appropriation. We do not have an annual survey in 
yn of Mathe years when we have a complete census of manufactures, there 
‘as a census in the 1955 budget; in the previous year there was $1.5 
million item called a spot check appropriation which financed the 
annual survey of manufactures for the preceding year. 
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Mr. Preston. This is a new system of presentation of the budget 
is it? 
Mr. Burcess. On this item, we wanted and believed this should 
be in the regular salaries and expenses account, whereas previous!|y—— 
Mr. ALEXANDER (interposing). We received an appropriation for 
1954 for spot checking. In the current fiscal year, we received nothing 
for this item, but take a complete census which in part substitutes 
for this. There is no fund in this year’s budget, but it is scheduled in 
here for next year and the increased appropriation will be necessary 
for this work to be continued. : 
Mr. Preston. Very well. Go ahead. 


POPULATION AND HOUSING 


Mr. ALEXANDER. The item of population and housing statistics 
has a total increase indicated of $563,115. 

Mr. Preston. Have you been taking that yearly? 

Mr. Burgess. This is the increase. 

Mr. Preston. I know it is. 

Mr. Bureess. The current population 

Mr. Preston. Have you been taking that yearly? 

Mr. Burcess. We have been taking this; the main item of this is 
the current population survey, which we have taken every month. 

Mr. ALEXANDER. We had $1,072,000 appropriated this year for 
reports and statistics on population and housing. 

Mr. Preston. What is the reason for a half million dollar increase 
under this category? 

Mr. ALEXANDER. There are three items consisting of an increase 
in the size of the sample 

Mr. Burgess. Doubling the size of the sample. 

Mr. Preston. Why should you not be doubling the amount on 
every other program you have? 

Mr. Burcess. Mr. Chairman, we have a recommendation from 
the special committee that investigated this, and from the Joint 
Committee on the Economic Report, which reviewed this report. 

Mr. Preston. Do you people in the Government just roll over and 
play dead every time some survey is made that suggests that you 
should do something? 

Mr. Burcess. In order for us to do a better job, we need to have 
better figures and detail on employment and unemployment. 

Mr. Preston. Do you not think you know more about these 
statistics than some advisory committee? 

Mr. Burcess. We happen to agree with this recommendation. 

Mr. Preston. I would not be surprised at all that you did. If 
they had suggested a reduction; if they had suggested that you cut 
it in half, I doubt that you would have agreed with them. 

ar Burcess. We have not had that sort of test on ourselves very 
mucn. 

Mr. Preston. I know what the answer is. If the committee 
comes along and makes a study and they say, Doctor, you ought to 
take a larger census of population and housing, you say, all right, 
that is fine; I will take it and I will go up and ask for another half 
million dollars. 

We are going to take a good look at this budget, Doctor. 
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Mr. Burezss. I hope you do because I am sure you will find that 
the opinion of the people who have looked into it is that it will be 
advantageous to have a larger sample. 

Mr. Preston. I believe that the men who are on this committee, 
and who have been dealing with this problem throughout the years are 
equally as well qualified to determine what should be done, and what 
should not be done in the field of taking surveys and sample censuses. 

All right, Mr. Alexander, will you continue; this becomes more 
interesting. 

Mr. ALEXANDER. That was $389,500, of the $563,000. An addi- 
tional part of that program, calling for a number of different actions to 
improve the quality and the interpretation of the data, amounts to 
$142,500. 

Mr. Preston. Improve the quality and interpretation of the data. 

Mr. Buregss. We take these interviews 

Mr. Preston. How can you improve the quality? 

Mr. Buregsss. The people ask questions, our interviewers go around 
and talk with people and sometimes, some of them get inconsistent 
answers and we find by check that when the answers are reviewed, 
sometimes there is a misunderstanding. And we study how to do the 
job, and in order to do a better job, to see if the individual interviewers 
are better or worse, we examine them to find out. 

Mr. Preston. In other words, the interrogator will stay long 
enough to have a cup of tea while he is getting a little more informa- 
tion? 

Mr. Buresss. That is, they have to establish reasonably cordial 
relations in carrying on the interview; and we have to check up on the 
interviews to see if they are getting good results. 

Mr. ALEXANDER. There is this situation, too, Mr. Chairman. Some 
people are holding two jobs. In answer to how many people are 
employed, is this one person employed, or two? Since this 1s a sample 
survey, that one answer counts as answer for thousands and thousands 
of people, and must be clear. Similarly, there are people who hold 
down part-time jobs, marginal workers. Sometimes they are working 
one week and another week they are not working. 

Mr. Buraesss. Under the classification of whether they are self- 
employed, employed in agriculture, or in nonagricultural work, part- 
time or full-time, people sometimes do not remember correctly a few 
hours they worked in the preceding week. Sometimes when they 
are asked the second time, they remember it. 

I went around with an interviewer myself to see how good a job 
was being done, and heard her ask how many people in the household 
were employed, or how many hours were worked last week. Some- 
times they will answer with reference to how many hours they worked 
per day, rather than how many they worked per week and they have 
forgotten perhaps an absence one day in the week; and when you 
multiply six and a half hours by 5 rather than by 4, it is a different 
answer. 

Mr. ALEXANDER. I would say, Mr. Chairman, in reference to what 
Dr. Burgess says, that the need for this comes about largely by reason 
of the questions that have been raised whether our figures are right 
on this question of employment or unemployment. 

_Mr. Orcustx. Last year, particularly, we were very seriously ques- 
tioned on the number employed and unemployed we had in our em- 
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ployment statistics. The question was whether we were taking 
broad enough samples to determine whether or not these figures wer 
accurate or not. That is the basis for broadening this, in order to 
do a better job, so that we can satisfy the people that we do haye 
more accurate figures on the number of employed and unemployed, 


INFORMATION GATHERED ON EMPLOYMENT AND UNEMPLOYMENT 


Mr. Tuomas. Just what information do you gather on employment 
and unemployment that the Bureau of Labor Statistics does not get) 

Mr. Buresss. The Bureau of Labor Statistics does not get any 
figures on total unemployment. The Department of Labor has 4 
record of insured unemployment. They have the figures for that, but 
there are a lot of people not working but seeking work who are not 
qualified to receive unemployment insurance. 

Mr. Oxrcus.te. Our reports are put out monthly in cooperation with 
the Labor Department. 

Mr. Burasss. In many States people who are employed by someone 
with less than four employees are not covered by unemployment 
insurance, and agricultural workers are not covered. It is a quite 
complicated matter to compare case by case, one meaning of unen- 
ployed compared to the other, and we have found upon rechecking 
that sometimes a person listed as seeking work actually did do work, 
So it is a matter of taking pains and developing methods that will make 
the checking effective. We are making progress, but we need more 
money to carry that out effectively. 


INCREASES IN PROGRAMS 


Mr. Preston. Doctor, it is obvious that you are stepping up every 
program that you have. 

Mr. Buragss. Oh, no. 

Mr. Preston. Well, just look at this chart. 

Mr. Burasss. Agriculture statistics are not being stepped up 
Statistical abstract and special reports are not being stepped up. We 
are not asking for any more for foreign trade and vessel] shipping sta- 
tistics. There is no net increase in the cost for geography. 

Mr. Preston. Well, there is an increase in the major programs. 

Mr. Tuomas. Four out of eleven. 

Mr. Preston. There are more than that. There are a number 
under the heading ‘Business statistics’? because that covers several 
items. ‘Industrial statistics’ cover several items. 

Mr. Burcess. Industrial statistics, the monthly reports are not 
being stepped up. 


REQUESTS OF SECRETARY OF COMMERCE AND BUREAU OF THE 
BUDGET 


Mr. Preston. How much did you request of the Secretary of 
Commerce for fiscal year 1956? 

Mr. AtexanpErR. Under this item, “Salaries and expenses,’’ we I*- 
quested $8,659,000. 

Mr. Preston. And he allowed you how much? 

Mr. ALEXANDER. $7,785,000. 
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Mr. Preston. And how much did the Bureau of the Budget allow 
you? 

“ Mr. ALEXANDER. $7,200,000. 

Mr. Burcess. That does not include the $200,000 for electronic 
equipment. 

Mr. ALEXANDER. That was requested of the Secretary and of the 
Bureau of the Budget as a separate item. 

Mr. Preston. Any questions, Mr. Thomas? 

Mr. Tuomas: I have no general questions, but let me make this 
suggestion: I would like to see in one place in the record a brief 
description of each of your surveys and publications, the number 
of people you have working on each, and the number of copies you 
issue of each. In the hearings for fiscal year 1954 you set out, I 
believe, 91 or 93 different surveys of subjects you studied and reports 
that you published. 

Mr. ALEXANDER. The figure I mentioned a while ago? 

Mr. Tuomas. Yes. 

Mr. ALEXANDER. 119. 

Mr. Tuomas. What will it be for 1956, the same number or more? 

Mr. Burerss. A few more; not very many. 

Mr. Tuomas. Will it be 125 or 130? 

Mr. Buresss. It might be 125. 

Mr. Tuomas. Actual subjects that you are taking a census of, and 
of that 125 some will be on a monthly basis or weekly basis? 

Mr. Bureess. Monthly or quarterly. 

Mr. ALEXANDER. Or annually. 

Mr. Tuomas. The total number of reports you published in 1955 
is what? Do you have that figure? 

ot ALEXANDER. I do not have that figure. I will include it in the 
record. 

Mr. Tuomas. It will run into several hundred, will it not? 

Mr. Buragss. Yes. 

Mr. ALEXANDER. It was 119 in 1953 counting monthly reports as 
one. 

(The information requested may be found in the appendix beginning 
on p. 974.) 

FEES FOR PUBLICATIONS 


Mr.: Tuomas. Is there anything in your justifications about fees 
you shall or shall not charge for your publications? 

Mr. Burgess. There is legislation on that. 

Mr, ALEXANDER. We are governed by regulations of the Secretary. 

Mr. Tuaomas. And not by statute? 

Mr. ALEXANDER. There is a statute requiring sums to be collected 
for publications. 

Mr. Toomas. I wonder if you could read that statute in the record 
at this point. Do you have it available or can you repeat the sum 
yr substance of it? Are there any mandatory fees spelled out in the 
statute? 

Mr. Burcsss. Are you interested in what the Superintendent of 
Documents charges? 

Mr. Tuomas. I suppose it would cover the charges of the Superin- 
tendent of Documents. 


Mr. Yates. Are your publications sold through the Superintendent 
of Documents? 
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Mr. ALexanpeEr. Everything is offered through him for sale. 
Some items are so small he does not want to bother with them and we 
sell them direct. 

Mr. Tuomas. What does the statute say? 

Mr. Buraess. We have to charge for the additional cost that js 
involved. Many of these reports are, in the first instance, for Gov. 
ernment purposes, and the Government pays for having the work 
done in assembling the report, then the additional cost is what js 
charged. 

Mr. Tomas. You are governed by some basic legislation to the 
effect you cannot make your fees based on a comprehensive cost? 

Mr. Buresss. That is the case. 

Mr. Grieves. I think it is important to note that the statistical 
output of the Bureau is not primarily for the purpose of producing 
revenue. Wherever possible we encourage indirect publication, for 
example, by trade associations, the daily press, the World Almanac, 
and so forth. 

SURVEY OF USED AUTOMOBILE INDUSTRY 


_ Mr. Tuomas. I see you are making a census of the used automobile 
industry. Is that for the trade or for John Q. Public? 

Mr. Grieves. This survey covers the unfranchised used-car dealers 
and is collected for Government use. It has not yet been published. 
The Bureau attempts to respond to the needs of the Government as 
well as the public. 

Mr. Tuomas. Section 606, title V, United States Code, reads as 
follows: 

Fees for services or publications furnished by Department; disposition of 
receipts. 

The Secretary of Commerce is authorized to establish, from time to time, a 
schedule or schedules of reasonable fees or charges for services performed or for 
any publications furnished by the Department of Commerce or any of the agencies 
thereof, to, for, or on behalf of individuals, corporations, associations, or others, 
at their request or as required by law, except those services performed for or 
publications furnished to the Government of the United States, its Territories or 
possessions, and the governments of the several States and District of Columbia. 
All charges or fees authorized shall be collected by the Secretary of Commerce or 
his representatives from the aforesaid individuals, corporations, associations, or 
others, and the proceeds thereof shall be covered into the Treasury of the United 
States as miscellaneous receipts. 

In other words, the Secretary can charge non-government individuals 
or agencies any reasonable amount, and that would include gathering 
and dissemination? 

Mr. Burcesss. That is where we make a special study, a study not 
made for Government purposes. : 

Mr. Tuomas. Everything is ostensibly for Government purposes. 

Mr. Buraegss. It must be in the public interest or we. would not 
do it. 

Mr. Tuomas. Has the Bureau of the Budget looked into the fees 
you charge for your publications? 

Mr. Buregss. I think so. 

Mr. Niexson. I think the Bureau of the Budget has gone into this. 
The Department itself has also been reviewing this situation in terms 
of not just this Bureau but the other bureaus in the Department. 

Mr. Tuomas. Has there been any change in your schedule of fees 
in the last 10 years? 
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Mr. Nigsuson. I would say yes, there have been some changes in 
the fees. I do not have the data here, but there have been some 
changes in the fees. 

We furnished for the record earlier a list of publications. You 
might be interested in knowing that the total sales of Department of 
Commerce publications by the Superintendent of Documents is 26.5 
percent of the total sales by the Superintendent of Documents for the 
entire Government. The total of all sales by the Superintendent of 
Documents for the entire Department is $1,320,490. 

Mr. Tuomas. Those figures are different from those read into the 
record. 

Mr. Nrevson. For Census the sales were $255,852 in 1954 and 
$314,558 in 1953. The other is the entire Department. 

Mr. Tuomas. Covering all the agencies in the Department of 
Commerce? 

Mr. Nretson. Yes. 


SPECIAL POPULATION CENSUSES 


Mr. TaruBer. There are two programs that do not show in these 
estimates because the users pay the whole cost. We are constantly 
being called upon by cities and counties for population censuses for 
their own use. They pay the total cost of those censuses. 

During the last 12 months we did about $175,000 of work under 
that heading. That does not show here because there is no appro- 
priation requested. Every penny that is spent is paid for by the 
local users. 

The other program that does not show in these estimates is age 
search. When a citizen wants proof that he was enumerated at a 
given time at a given age, which is often used as a substitute for a 
birth certificate, he pays the full cost of that service. 

Mr. Tuomas. In other words, if a city writes in and wants a census 
taken of that city, you do it? 

Mr. TaruBErR. Yes, sir. 

Mr. Tuomas. On a reimbursable basis? 

Mr. TaruBer. On a reimbursable basis and they pay the complete 
cost. 

Mr. Tuomas. Where do you get your trained people to do it? 

Mr. TaruBer. We use our own people as supervisors and the local 
people as enumerators, and we use our tabulating equipment and 
geographical equipment to make the maps. The enumerators are 
hired locally. 

Mr. Tuomas. Do you mean all elements of expense are borne by 
the city asking for the census? 

Mr. Taruser. Yes. 

Mr. Toomas. Even your staff expenses? 

Mr. Taruper. Yes. That is prorated to them. When I say 
$175,000, that is the amount we collected from them. That does not 
cover the amount they paid the enumerators, because that does not 
go through the Federal Government. 

Mr. Tuomas. What would be a typical city that you did that work 
for last Pato and what was the cost to the city so far as reimbursement 
to the Bureau is concerned? 
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Mr. Taruser. The cost to the city averages 15 cents a head. |; 
will run from 13 cents a head for a very large city up to 25 cents a head 
for a very small place. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Taruser. We have made a census for Los Angeles, San Diego, 
and a large number of cities in California and some near Chicago, and 
we are doing a great many in Arkansas. 

Mr. Tuomas. For a city of 1 million population it would cost about 
$150,000 to do the census? 

Mr. Taeuber. A little less than that. 

Mr. Tuomas. No further questions. 

Mr. Preston. Mr. Yates. 


CENSUS TRACTS 


Mr. Yates. I have heard criticism of the Bureau of the Census 
that its censuses are not broken down into smaller political units in 
large cities. How do you work? 

Mr. Buresss. We have census tracts. 

Mr. Yates. What is a census tract for a metropolitan city? 

Mr. Burasss. Several hundred. 

Mr. TarnusBer. A census tract is a unit ideally of about 3,000 
people. It is a defined area that stays uniform from year to year 
and from census to census. 

Mr. Yates. Does it have any relationship to the boundaries of 
the city? 

Mr. Tarvuser. It does not have any relationship to the boundaries 
of the city except to the city limit itself. This is a unit set up locally 
by a local group which agrees this is the best way to break it down. 

Mr. Yates. What do you mean by a local group? 

Mr. Tarvuser. The initial step may be taken by the mayor or some- 
one in the mayor’s office and then the governmental groups and non- 
governmental groups locally agree these are the units by which they 
want their figures compiled and by which they will compile their own 
figures. A good many police departments and hospitals are dividing 
cities by tracts. The trouble with wards and precincts is that they 
change from census to census and you have no comparability. 

Mr. Yates. In other words, you want a comparable census tract 
to the one you used previously when you make your censuses every 
10 years? 

Mr. Tarusper. Yes, every 10 years unless a city takes a special 
census. Los Angeles took a special census and asked for it by tracts. 


POPULATION AND HOUSING 


Mr. Yates. I notice you propose a current census of population 
and housing. What do you propose to do? 

Mr. Taruser. What item are you referring to? 

Mr. Yates. 1—e on page 105 under “Salaries and expenses.”’ 

Mr. TaruBer. That is this national survey which we are now 
taking in 230 areas covering approximately 25,000 households. We 
do that monthly. That provides only national and regional statistics, 
broad regions, north central, south, northeast and west. It does not 
provide statistics for individual places. Even if you were to grail 
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the increase requested here, that would still not provide data for 
individual places. It would provide data for the United States and 
those major regions. 

Mr. Yates. Do you mean by major regions, regions such as New 
England? 

Mr. TaruBeER. Larger than New England. 

Mr. Yates. Larger than New England? 

Mr. TaEuBER. Yes. It would be north central, south, north- 
east, west. 

Mr. Yates. In other words, you quarter the country? 

Mr. TaEuBER. Yes; it works out in 4 regions, but of course 3 of them 
are very much larger than the fourth one. 

Mr. Yares. Is there value to statistics on such a general basis? 

Mr. TaruBer. There is a great deal of value to statistics on such 
a general basis, and the cost of doing it on an individual basis is 
prohibitive. 

Mr. Yates. What value do you gain by a system as broad as 
that? What is it you are looking for? 

Mr. TarusBer. Primarily we are looking for national statistics on 
how many are unemployed. Are they older or younger people? Are 
they students or housewives? Are they industrial workers or agri- 
cultural workers? Are they people who have just started working 
or who have been working for a long time? And so on. 

Mr. Yates. I see. If the local communities want a census during 
the 10-year census that you take on a precinct and ward basis, would 
they have to pay the additional cost of such a census? 

Mr. Taruser. The additional cost to them might be just the addi- 
tional cost of tabulation. The State of New York in the last census 
requested some additional tabulations and we did that at the marginal 
cost. 

Mr. Yates. Is your data in such condition that if a municipality 
wanted it broken down by wards and precincts you could do it? 

Mr. TaruBEer. Yes. We identify the larger cities by blocks. 

Mr. Yatrs. By blocks? 

Mr. Taruser. Yes. 

Mr. Yates. That is all. 

Mr. Preston. Mr. Clevenger? 

Mr. CLEvENGER. No questions. 

Mr. Preston. Mr. Bow. 


INCREASE IN BUDGET ESTIMATES 


Mr. Bow. I notice on page 102 of the justifications this statement: 


The amounts in the budget for fiscal years 1955 and 1956 in line with general 
budget policies anticipate on a somewhat optimistic basis as to amount, savings, 
and efficiencies resulting from new equipment and procedures, as well as the recom- 
mendations of management consultants with respect to the operations and organ- 
ization of the Bureau. 


_Then, when we look at the budget we find this is the largest budget 
since 1947, When are you going to make some reductions? 

Mr. Buregss. You are speaking of salaries and expenses? 

Mr. Bow. Yes. 

Mr. Bureess. There are reductions in other items. 

Mr. Bow. The reductions in others are merely because you have 
completed some projects. That does not impress me at. all when you 
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have reductions because you are completing certain censuses we gay: 
ou money for last year. Your salaries and expenses estimate is th: 
argest since 1947. 
Mr. Burezss. We have tried to bring out what the additional job; 
are that we believe should be included in 1956. 
Mr. Bow. Let us talk about salaries and expenses. 


Mr. Burcess. We have these additional items, the annual survey; 


of retail trade and manufactures; expansion of the sample and other 
improvements in the current population survey; the biennial survey 
of local government finances. ‘Those are additional items. 

Mr. Bow. Under the general budget policies and efficiencies, when 
can we expect a reduction in this budget? 

Mr. Orcus.e. I wonder if we can expect a reduction in the budget 
of the Bureau of the Census? Our gross national product is increas. 
ing. It is estimated that by 1965 it will be $500 billion. People in 
the business field want more facts; they want statistics on the move. 
ment of population and other trends. e are going into an expanding 
economy in this country. 

Mr. Bow. Then can we expect that this ambition some of us have 
had of economy in government will never be realized; that we ar 
never going to balance the budget? 

Mr. Oxrcustxe. No, Congressman. I am just as anxious to hav 
the budget balanced as you are. I am not an empire builder and 
neither is Mr. Teetor, nor is the Secretary of Commerce, but ther 
has been a terrific increase in our population in the last 10 years and 
there will be a larger increase in the next 10 years. Our markets are 
increasing and out business is increasing. 

Mr. Bow. And our debt is increasing. 

Mr. Preston. Will the gentleman yield? 

Mr. Bow. Yes. 

Mr. Preston. Mr. Oechsle, we are interested in what you have to 
say, but we realize this administration came to Washington on the 
promise they would balance the budget and they beat the Democrats 
over the head with the thought we were spenders, and they impressed 
the American people with that thought, but in every budget that is 
brought before this committee, the cost is up. I understand the popv- 
lation is increasing and the demands on the Government are greater; 
I understand that. Iam not trying to play politics, but I am tired of 
some of this talk of balancing the budget. It is a difficult thing to do 
under our requirements. 

Mr. Orcas te. It surely is. 

Mr. Preston. I think the people should know the facts about the 
thing. I think this administration has found out it is not an easy 
thing to balance the budget. It is true we are in a period of expansiot 
and growth and it is so fabulous at times it is hard to comprehend, but 
the record should also show that there are no minus signs in the budgets 
presented to the Congress; there are plus signs. 

Mr. Yates. Mr. Chairman, would you say the situation looks differ- 
ent from the stump than on the ground? 

Mr. Preston. Proceed, Mr. Bow. 
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LIBRARY 


Mr. Bow. Do you have a library in the Bureau of the Census? 

Mr. Buregss. Yes. 

Mr. Bow. How many employees do you have in your library? 

Mr. ALEXANDER. Fourteen. 

Mr. Bow. Where is it located? 

Mr. ALEXANDER. Suitland. 

Mr. Bow. How is it operating? 

Mr. Bureess. A committee of the Department has reviewed the 
library to make sure there was availability of information where needed 
without unnecessary expense, in other words, trying to have coopera- 
tion between all the libraries in the Department. 

Mr. Bow. What is your opinion of your own library? 

Mr. Burgess. I think it is one of our useful tools. 

Mr. Bow. Doing a good job? 

Mr. Bureaegss. We think so. 

Mr. Bow. Who is in charge of it? 

Mr. ALEXANDER. Mrs. Louise Clickner. 

Mr. Bow. Is she a qualified librarian? 

Mr. ALEXANDER. Very good. 

Mr. Bow. Doing a good job? 

Mr. ALEXANDER. She has been librarian for many years and is 
doing an excellent job. 

Mr. Bow. That is all. 


NURSING HOME CENSUS 


Mr. Preston. There are two items I would like to call to your 
attention. 

The American Hospital Association has called to my attention by 
letter their desire to have a census made of the number of nursing 
homes, the number of beds, and so forth, in the country, and I would 
like to insert in the record at this point the letter addressed to the 
chairman of the committee. 

(The letter referred to is as follows:) 


AMERICAN Hospitat AssoOcrATION, 
WASHINGTON Service Bureau, 
Washington 6, D. C., April 21, 1956. 
The Honorable Prince H. Preston, Jr., 
Chairman, Subcommittee on Commerce, 
House Committee on Appropriations, House of Representatives, 
Washington 25, D. C. 

Dear CoNn@rEssMAN Preston: Within recent years, a type of health facility 
commonly identified as a nursing home has grown to become an important con- 
sideration for agencies which plan for the future health care of the American people. 
Numerous voluntary and governmental agencies are involved in their programs of 
health planning with the need for authoritative and comparable information re- 
garding the extent of services available in this new type of health service facility. 
_ The Federal Health Council, Public Health Service, Division of Hospitals, 
State licensing bodies, and State agencies administering the Hill-Burton Hospital 
Survey and Construction Act have made special studies of limited phases of the 
problem as it relates to their special interest. 

The American Hospital Association believes it would be in the public interest 
for the Federal Government to establish a central reservoir of comprehensive 
information relating to this new phenomena in our society. 
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In support of this position, I am attaching a copy of a resolution sent by ow 
board of trustees to Mr. Ross Eckler, Acting Director, and Mr. Howard Grieves 
Assistant Director of the Bureau of the Census, in June 1953. ; 

In September 1953, a conference was convened on the invitation of the Buregy 
of the Census to discuss the problem. In attendance were representatives of the 
Bureau of the Budget, the Bureau of the Census, the Public Health Service, the 
major voluntary professional and institutional health associations, trade publica. 
tions in the health field and Hospital Industries Association. The group urged 
the Bureau of the Census to conduct a special business census of institutions 
which were not then identified or classified by some authoritative agency. Sub. 
sequently, a small advisory committee was constituted and a staff person made 
available by the Bureau of the Census to explore the feasibility and method of 
conducting such a census. The procedural researches were completed and there 
was argument by the Bureau of the Census and representatives of the other 
Federal governmental divisions which had interest in the project that it should 
be undertaken. Unfortunately, Congress eliminated funds for the regularly 
scheduled business censuses in the 1953 budget and this project with all the other 
was not inaugurated. 

The problem continues to grow and no voluntary agency has been willing to 
undertake its solution. The American Hospital Association still believes that 
assistance by the Federal Government in the collection and listing of information 
about this new type of institutional health facility would be a valued public 
service. 

The association also believes that the Bureau of the Census is the logical 
agency of Government to undertake the project for the following reasons: 

1. Public Law 671 authorizes and directs the Bureau of the Census ‘‘to take, 
compile, and publish the censuses of manufacturers, of mineral industries, and of 
other businesses.”’ We believe that the “hospital business” collectively, being 
one of the largest enterprises in the country, merits consideration in order that 
full information about its extent and special problems may be available to all 
individuals and groups who have responsibility and need for its use and conduct. 

2. The Bureau of the Census has special facilities and resources which will be 
important to the successful completion of this project. ‘These include the de- 
velopment, over a long period of years, of effective enumeration procedures, the 
existence of permanent census field offices, trained field personnel, experience in 
the use of efficient tabulating and modern sampling techniques. 

3. The Bureau of the Census has a traditionally high level of respondent 
cooperation resulting from the confidence with which the respondent submits 
his data that they will be interpreted in the most professional manner. 

4. The Bureau of the Census has the ability to collect complete information 
because of the mandatory reporting provisions of the census law. The value of 
the project under consideration will be greatly dependent upon the completeness 
of the information. 

5. Considerable work has been completed on methodology for the project by 
the Bureau of the Census and staff persons familiar with it are presently available 
to work on it. 

6. The conduct of this project by the Bureau of the Census would be compatible 
with its purpose of collecting factual data about important segments or develop- 
ments of our society and making such information available to individuals and 
groups who have use for it. Such groups and individuals would come from both 
inside and outside of governmental organizations, thus making unnecessary 
duplicate inquiries by various voluntary organizations and governmental bureaus. 

7. Representatives of voluntary organizations and divisions of the Federal 
Government agreed when this project was first proposed that the Bureau of the 
Census was the logical agency to conduct the work. It is our understanding 
that this decision still has the support of the various parties at interest. 

The American Hospital Association urgently requests that an appropriation be 
made available to the Department of Commerce, Bureau of the Census, to 
conduct a census of the location, the character and type of service available, the 
capital value, the number and type of personnel, and the source of income, tlit 
amount of expenditures and other data pertinent to full understanding of our 
svstem of institutional health services for patients in this country, emphasizing 
the newly developing nursing home type of organization. 

Sincerely yours, 
FrANK R. Brap.ey, M. D., 
President, American Hospital Association. 
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RESOLUTION OF Boarp oF TrusTEES, VoTED JuNE 28, 1953 

Whereas it is in the public interest to have access to comprehensive information 
describing type and extent of medical service for all institutions which provide 
health services to bed patients; and 

Whereas present statistical data and listings of these institutions are incomplete 
and inadequate for full understanding and analysis of the extent of institutional 
health services in the United States; and 

Whereas there exists a wide range of health services available in various types 
of institutions which provide health services to bed patients, each of which meets 
a special purpose in the treatment of illness and each of which can be used 
effectively only if the public has available adequate information upon which to 
base judgment in selecting the institution best suited to meet the patient’s special 
needs; and 5; 

Whereas no single voluntary or State government agency is planning or can 
be expected to undertake a comprehensive survey of all institutions which pro- 
vide health services to bed patients in the United States: Now, therefore, be it 

Resolved, That the American Hospital Association urge the United States 
Bureau of the Census to take a special census of hospitals to provide compre- 
hensive, authoritative statistical data and a directory of institutions which 
provide health services to bed patients, which will list names and will give descrip- 
tive information regarding the extent of care available in all institutions which 
provide health services to bed patients; further, that such a directory will establish 
a classification of institutions by type of service rendered. 

Mr. Burasss. We have heard from them about that proposition. 

Mr. Preston. It would require a special appropriation to make 
that census, | assume? 

Mr. Grieves. It would. 

Mr. Buraess. That has been under discussion for some time. 
This is with reference to nursing homes. The broad field of hospitals 
as a whole has also been under discussion. 

Mr. Preston. Have you heard from the Public Health Service in 
connection with that? 

Mr. GriEvegs. Yes. 

Mr. Preston. Are they willing to transfer funds to the Bureau of 
the Census for that purpose? 

Mr. Grizves. Not to my knowledge. 

Mr. Preston. It is my opinion that, if this study is to be conducted, 
the Public Health Service should transfer funds to the Bureau of the 
Census for that purpose, 


CENSUS OF COFFEE INVENTORIES 


The next item has to do with coffee inventories. The Congress- 
woman from Missouri, Mrs Sullivan, has been trying to have coffee 
inventories made in this country, and funds were contained in the 
House bill last year for that purpose, but were knocked out in con- 
ference since the Senate did not approve that item. Mrs. Sullivan 
has received a letter from the Department of State which I will insert 
in the record immediately following my remarks, indicating it would 
be a very desirable and helpful thing to have such a census made since 
coffee ranks first in value among United States imports at this time. 

Under the studies that you now make of wholesale inventories, 
could this study be included without specifically earmarking funds? 

Mr. Grieves. We did conduct a survey of coffee stocks as of the 
end of 1954, the results of which have been published. 

Mr. Preston. Will that be a continuing study? 
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Mr. Grieves. There is no specific appropriation for it. It is not q 
very expensive project. We could do it at a reasonable frequency, bu 
not every month. 

Mr. Preston. You could do it quarterly and have a fairly accurate 
idea of the coffee inventory; could you not? 

Mr. Grieves. If I may make a statement off the record. 

Mr. Preston. All right, 

(Discussion off the record.) 

Mr. Preston. Back on the record. I am glad to hear you state 
that you can continue this program, because it no doubt would have 
some value to the consuming public. 

(The letter referred to is-as follows:) 


DEPARTMENT OF STATE, 
Washington, April 27, 1955. 
Hon. Leonor K. Suuuivan, 
House of Representatives. 


Dear Mrs. Sututvan: I refer to your telephone request to Mr. Cale for the 
Department’s views regarding the desirability of optaining periodically, through 
the Census Bureau, information on coffee inventories in the hands of United States 
importers and roasters. Such information was compiled during the period of the 
Second World War, as you know, and was very useful to the Government in ap- 
praising the supply position on coffee. It is my understanding that the service 
was discontinued after the war as an economy mezsure, and that only two spot 
studies have been made in recent years, one in 1951 and another at the end of 
1954, 

In the opinion of this Department it would be very useful to have information 
on inveatories of coffee held in the United States collected on a quarterly basis if 
possible. The prospective supply position cannot be evaluated properly without 
such information. Although stocks normally constitute a relatively minor part of 
the total supply they can be of great importance in a situation such as that 
which arose last year, when frost damage to the Brazilian crop threatened to 
reduce supplies below current requirements. 

Coffee ranks first in value among United States imports at the present time. 
The outlook for coffee supplies and coffee prices is a matter of very real concern to 
United States consumers, and to the producing countries as well. Yet statistical 
information on this commodity is notably poor, as the Federal Trade Commission 
pointed out in its Economie Report on Coffee, published last year. I believe you 
are aware that the United States agreed, at the recent economic conference in 
Brazil, to participate with representatives of the producing countries in a study of 
the long-run outlook for coffee. It is already apparent that the working group wil! 
be hampered in its efforts by the inadequacy of the statistical data available. 
Any action which the United States is able to take to fill the gape in our informa- 
tion on the coffee situation would be most helpful to study groups such as this one. 
It might also serve, by example, to encourage other countries with an interest in 
coffee to improve their own statistical services. The work involved in compiling 
this information would be done in the Department of Commerce and the State 
Department is, of course, not in a position to judge whether it could be carried out 
under the existing appropriations of that Department. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary. 
Crnsus OF AGRICULTURE 


Amounts available for obligation 


Appropriation or estimate (obligations incurred): 
1955 


$16, 000, 000 
6, 000, 000 
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Obligations by objects 





Object classification | 1954 actual | 1955 estimate} 1956 estimate 


— 


Total number of permanent positions-_.--.......... ‘ eats 49 
Full-time equivalent of all other positions... ..._-...-- es 2, 186 1,317 
Average number of all employees. -.--.........-.------- : ras ; 2: 1. 365 
Number of employees at end of year__-----.-- Detected 2. 156 109 
Average salaries and grades: 
General schedule grades: 
A VOR eh ciate ce tcnscs soca Seta e . oe a $4, 726 
Average grade ba aaa GS8-6.2 GS-6.2 


Personal services: | 
Permanent positions... -.....-.-.---------- : . ba ens aaneenen $261, 316 | $263, 837 
Positions other than permanent ~sonnnavqweeny }Reg @ONpeeee | 4, 745, 572 
Regular pay in excess of 52-week base sid ceil : 1, 029 | 2, 106 
Total personal services . Picea 11, 911, 213 | 5, O11, 515 
Travel - a Se ; 2, 464, 818 36, 020 
tee kk ee a es Pe oinmawrs : 126, 355 52, 964 
Communication services fed dainano 328, 717 | 26, 250 
5 A ac occcsncctincep ecto cneanacs ‘ 313, 613 | 265, 000 
} Printing and reproduction bens 449, 567 | 505, 600 
7 Other contractual. services _...........-......-....-- a led 10, 850 | 4, OSO 
Services performed by other agencies_--_----_-- ‘ ; 109, 711 | 23, 088 
Sr Ge eine ncccaenndnassdanecsnansapicadnepaktoccs, > x 95, 878 44, 483 
NT as snag mendes cacndudacnduerontensecalsseswecesens 19, 278 1, 000 
5 Taxes and assessments 170, 000 | 30, 000 


Obligations incurred 16,000,000 | 6, 000, 000 


Analysis of expenditures 





1954 actual | 1955 estimate | 1956 estimate 





Obligated balance brought forward : 1 $600, 000 
Obligations incurred during the year 6, 000, 000 


6, 600, 000 
Adjustment in obligations of prior years 2, ee ee 
Obligated balance carried forward pact et —535, 000 


"TORR Gant 50 hcainanneawatwoneseancesccus 6, 065, 000 
Expenditures are distributed as follows: 
Out of current authorizations. -......-. pleat ana eer eit ae abs cokes 5, 465, 000 
Out OF. DEI Ros canmtatininsscecseesnccesas WOOF Capen tccende | 600, 000 





Mr. Preston. If there are no further questions, we will proceed to 
the next item, found on page 16 of the committee print and page 138 
of the justifications. This is an item for taking a census of agriculture 
and it is a continuation of a program carried on under the funds appro- 
priated for the current fiscal year. We should be able to handle this 
item very briefly. Make a brief statement on this, will you, Doctor? 

Mr. Burgess. The fieldwork on the census of agriculture has been 
done. We have results compiled for some 40 to 50 counties, that is, 
compiled for publication, and they are moving through our office and 
we believe with the $6 million additional that we have requested here 
we can complete the census of agriculture along substantially the lines 
planned. We originally requested $18 million for 1955, contemplating 
$5 million in 1956. The final action of the Congress was to give us 
$16 million for 1955, that is, cut us down $2 million. Under our 
present methods of operation we do not need the entire $2 million 
transferred to 1956. 

Mr. Preston. Does this include the cost of publication also? 

Mr. Bureess. Yes, 
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Mr. Preston. And you think you can finish the job with the $6 
million? 

Mr. Burcess. We think we can finish the job with the $6 million. 

Mr. Preston. Any questions on this item? 


Censuses or Business, MANUFACTURES, AND MINERAL INDUSTRIES 


Amounts available for obligation 


‘ 
1954 actual | 1955 estimate | 1956 estimate 





Appropriation or estimate ___- ; pri esnrwrasroo $8, 430, 000 | $4. 655, 000 
Unobligated balance carried forward _- «sbi ‘ ake —340, 000 


Obligations incurred ; sneduacsuee $8, 430, 000 | $4, 315, 000 





Description 1954 actual | 1955 estimate | 


. Census of business a ------------| $6,280,948 
2. Census of manufactures--. ne ; eee 1, 776, 963 | 
. Census of mineral industries “ pk : k 372, 089 | 





Obligations incurred _- sien suastiidipncipapeegulchbdiaiaiages 8, 430, 000 | 


Obligations by objects 


Object classification | 1954 actual | 1955 estimate | 1956 estimate 


Total number of permanent positions ; ee ee : 109 | 109 
Full-time equivalent of all other positions-. = 1, 382 | 632 
Average number of all employees. - - ------ a auspank tiniae at ppt eee 1, 478 | 738 
Number of employees at end of year. _---- : ae 1, 844 172 








Average salaries and grades: 
General schedule grades: 
Average salary _...------ ace ; caboe ce taet $4, 708 | 
Average grade__- Abies | GS-6.2 








Personal services: 
Permanent positions _--- ; ns 
Positions other than permanent....................-.-|..-.-. 
Regular pay in excess of 52-week base --- 
Payment above basic rates___-- -- - 





Total personal services-_--- - bokidochmbckte » wtb ae 34, 3, 006, 291 
Travel. a es eee 8 ee Pe RInss F 284, 254 | 38, 411 
Transportation of things... ; : Z3 wid alt Lo vwaeaeul 18, 8, 802 
Communication services. --------.--- , : 92, 757 | 67, 270 
Rents and utility services__------- : Sais pare 96, 532 | 77, 326 
Printing and reproduction ------- -- : bonded, 13 ‘ 507, § 428, 128 
Other contractual services 4 ae 

Services performed by other agencies___--- s j , 
Supplies and materials --- eae aS etree cackt , 338 122, 301 
Equipment- ; sini aod ms 5, 496, 100 
Taxes and assessments _- bnoseend ; 3, 096 17, 171 


SSRz2EE 


aBZ 





Obligations incurred - - : bat : : 8, 430, 4, 315, 000 
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Analysis of expenditures 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward $860, 000 


Obligations incurred during the year on al | $8, 430, 000 4, 315, 000 


ae %, 430, 000 5, 175, 000 
Obligated balance carried forward-.-- ci — 860, 000 —515, 000 


Total expenditures ‘ Per 7, 570, 000 4, 660, 000 


Expenditures are distributed as follows: 
Out of current authorizations --_-..-.-..----.-----.---- , 57 3, 800, 000 
Out GE EE SURO IEIGRR , cccdiinenins cde esesencesencces 





If not, we will move on to the next item, which appears at page 18 of 
the committee print and page 144 of the justifications, dealing with 
censuses Of business, manufactures, and mineral industries. 

Mr. Burcess. That is somewhat similar to the other case. Our ap- 
propriation for 1955 was $8,430,000 and we are making progress. We 
have something over three-fourths of the returns in from the estab- 
lishments concerned and are progressing with them. We believe 
$4,655,000 additional appropriation in 1956, and running over perhaps 
in 1957 with the actual expenditures, will wind that up and get us 
the results desired. 

Mr. Preston. During the coming fiscal year ? 

Mr. Burcess. Mostly during the coming fiscal year. 

Mr. ALExANDeER. A]ll the major reports will be out in the next fiscal 

ear. 

Mr. Grieves. Mr. Chairman, I believe the committee would be in- 
terested that this same job cost $17,600,000 last time compared to $13 
million at this time, which is a tremendous reduction. 

Mr. Preston. How do you account for that? 

Mr. Grirves. Mostly by improved procedures, the utilization of ex- 
isting Federal records and also the use of electronic equipment. 

Mr. Preston. In tabulation ? 

Mr. Grieves. Yes. 

Mr. Preston. We receive such information gratefully and with ap- 
preciation as to any savings that have been made. 

Any questions ? 

Mr. Bow. I have one question. 

I notice a reduction in the cost of personal services in the “Census 
of business and manufactures” and an increase in personal services in 
the “Census of mineral industries.” Why isthat? 

_ Mr, Auexanper. The Bureau of Mines is doing much of the work 
In collecting statistics for us this year. Those funds are transferred 
to the Bureau of Mines and do not appear in our classification, “Per- 
sonal services.” The tabulation work will be done by our own staff 


next year, but most of the staff on the work this year is not Bureau 
staff. 


Mr. Bow. That is all. 


61922—55-——_-44 
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INTERCENSAL Hovusine Survey 


Amounts available for obligation 
Appropriation or estimate (obligations incurred), 1956 
Obligations by activities 
Intercensal housing survey, 1956 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


a. — SS SS |] — - 


Se ee Oe ee IE hock nse 6c nx ap erp acne caleupinen an inwniicn aiedinataies 118 
Nenhiber Gf oteaeyees Of anid Of yeete ii. fi oie OL Si eo ree Sei 





Persons al services: Positions other than permanent $400, 000 

bi 57, 000 
Tre ansportation sage be 3 a en ito ci Mimaki dele ot aca a haw Wa ss are ain he 1, 000 
Golempmiontiem Gir Visee. ok 0s ion 5. a es RS 24, 000 
Rents enti wtity Ser Vices... ..~ .ne-0~enecnierncnsisas aie Dh ncas gent Ridiraeebiaiie 1, 500 
nn oe, ee en ee on hk a taecie theekiieee ioe 10, 500 
Gapplies and materiales 5652 one sans 5555p sd pb ape hawt 54h 5- hs paken-atees ekg 6, 000 


OlGipations inomieau lu. 2106365... eet ke eS 


Analysis of expenditures 





1954 actual | 1955 estimate | 1956 estimate 





Obligations incurred during the year ; ; ce $500, 000 
Obligated balance carried forward__................--.------ > —5, 000 





Total expenditures (out of current authorizations) . - - _- 495, 000 


Mr. Preston. If there are no questions we will now take up the 
next item, found on page 20 of the committee print and page 151 of 
the justifications. This is a request in the sum of $500,000 for an 
intercensal housing survey. Doctor, you had better put your best 
foot forward on this one. I would like to ask you, to begin with, was 
this idea born in the FHA or in Dr. Burns’ Council of Kconomic Ad- 
visors ? 

Mr. Burcess. Outside experts in the areas of housing had more to 
do with it, perhaps, than even the Government agencies. I do not 
know. 

Mr. Tuomas. The mortgage banker groups are very much inter- 
ested in that. Did they start the ball rolling ? 

Mr. Burcess. We are not stressing the financial angle. 

Mr. Tarvuper. They have expressed their interest many times in 
recent years, 

Mr. Tuomas. They are the moving figures ? 

Mr. Tarvuser. This has been under discussion for several years both 
in the Government and outside the Government. 

Mr. Yates. Did you not do that in 1950 in connection with your 
overall housing survey ¢ 

Mr. Taruser. Yes. 

Mr. Yates. Who wants it done again ? 

_ Mr. Taruser. Almost everyone who deals in construction and hous- 
ing. 

Mr. Yates. Who has requested it specifically ? 
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Mr, Taruser. We have a series of letters which have come to us. 
The Government agencies include FHA, and the Chamber of Com- 
merce of the United States has requested it. 

Mr. Buregss. I have here a list of letters: Mortgage Bankers Asso- 
ciation of America; Housing and Home Financing Agency, signed by 
Mr. Cole, the Administrator; Housing and Redevelopment Officials, 
signed by Mr. Lange, executive director; National Association of 
Home Builders; Chamber of Commerce of the United States, signed 
by Mr. Fitzpatrick; Armstrong Cork Co., signed by Walter Hoadley, 
economist, and I think he is also treasurer; American Society of Plan- 
ning Officials; National Association of Real Estate Boards. 


SURVEY OF HOUSING BY THE FEDERAL HOUSING ADMINISTRATION 


Mr. Yates. I was under the impression that the FHA conducts a 
current survey of housing in the country. 

Mr. Taruser. That is a current survey of the housing in which 
they have an interest, which is a small fraction of the total. 

Mr. Tuomas. By localities? 

Mr. Taruper. By localities, but only of the rental housing with 
which they are directly concerned. 

Mr. Preston. They go into every community and make a survey 
to determine whether or not the market is saturated, or whether they 
should insure further mortgages in that area based on the needs, and 
they have every community in the country cataloged, large and small. 
They have specialists and a large number of people engaged in this 
very operation. 

Mr. Yates. What would you do that they do not do now ? 

Mr. Taruper. We would give them, according to the conversations 
I have had with their people, information about the total housing 
situation as it has eae the changes that have taken place, the 
conversions from nonresidential to residential, from residential to non- 
residential, the demolitions and the changes and the characteristics of 
the existing houses, which, as I understand them, they do not have. 

Mr, Tuomas. Off the record. 

(Discussion off the record. ) 

Mr. Preston. Dr. Burgess, explain what the word “intercensal” 
means, 

Mr. Buregrss. Between censuses. We had a housing census in 1950. 
They will have another one presumably in 1960. According to law 
they areevery 10 years. Intercensal is between censuses. 


NATURE OF STUDY AND INFORMATION TO BE DESIRED 


Mr. THomas. With the FHA having an outside liability of about 
$21 billion and the Veterans’ Administration $16 billion that is a tax- 
payer’s liability—some $36 billion for which John Q. Public is on the 

aper. The other agency that has an interest is the Home Loan Bank 

oard. That is private industry’s money. They are concerned with 
whether or not this market is saturated and whether or not they should 
go on issuing notes when that market may be saturated. Are you 
going to come up with an economic study to show the status of the 
market? That is what the bankers mortgage group is interested in. 
What is going to be the nature of your study? What type of informa- 
tion are you going to come in with ? 
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Mr. Taruser. We will be able to show from a national sample the 
changes that have taken place since 1950. We know today—and it is 
general knowledge—more houses are being built than new families 
are being formed. That is the basis for a great deal of the concern 
about the possibilities.of overbuilding. We will be able to show where 
changes have taken place, whether the people who moved to an attic, 
for instance, during the war, or immediately after, have now moved 
into a house. The attic does not turn up as a vacant building; it just 
disappears as far as the building inventory is concerned. 

Mr. Yares. It should. 

Mr. Taruper. It should. No one now knows whether the reason 
why we have been going on with more building. than with new families 
can be accounted for in terms of that sort of thing, in terms of demo- 
litions, abandonments, migrations from farms into the cities, leaving 
the farmhouses to stand idle or be used for other purposes. We simply 
do not have the information which tells us what changes have been 
taking place in the supply of housing as related to the demand. 

Mr. THomas. How is that going to affect the ultimate big question 
that the Government agencies are interested in and the Home Builders 
Association are interested in and the mortgage bankers group are in- 
terested in; namely, have we built too many houses, and how many new 
starts will this population support in the next 5 years? How will you 
figure that out from that information? 

‘Mr. Bureess. They believe this sort of thing will help. 

I think that you may be interested in this preliminary report, a 
proposal for an intercensal housing survey dated February 10, 195). 
This is still being worked over to get everyone’s thoughts about it. But 
the outlines are clear. The proposed survey to be taken up in 1956 
will approximate the 1950 Census of Housing in subjects covered with 
emphasis on the reliable measure of change in the inventory and s0 
forth. Those are the objectives. Then down below there are the speci- 
fied subjects. 

Mr. THoomas. Of course, these government agencies know better than 
anyone how many houses have been constructed since 1945. It was 
all war defense housing during the war. They turned them loose in 
1944 and 1945, and they know the number that have been built and 
where they have been built. 

Mr. Burcess. They know what they have furnished money for and 
what they have been in on. This is worked over with people who have 
parts of the information at hand. We will make a point of avoiding 
duplication. 

Mr. Tuomas. Your $500,000, as far as money goes, compared with 
what is at stake on the other side, is nothing. The question is, are you 
going to come up with information that is going to give them the right 
answer. I do not see how you are going to get it here. 

Mr. Taruser. Part of the question is not only how many have been 
built, but also—Are these additions to the total inventory? Have these 
new places taken the place of dwelling units that were in existence be- 
fore? What has happened to the old ones? How many of the old 
ones have disappeared like the attic units? How many are vacant’ 
What kind of vacancies? To what extent is the new construction com 
ing in the areas where it can meet part of the problem of housing 
people in substandard housing in 1950? 

Mr. Yates. What areas do you expect to cover? 
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Mr. Taruser. This is a national survey which will give us national 
totals. It will not give totals for individual cities. Our sample will 
have to go into the larger cities. 

Mr. Yates. When you say “a sample” do you mean a spot check é 

Mr. Taruser. Yes. 

Mr. Yates. Will this give you accurate information ‘ 

Mr. Taruper. For the country asa whole. 

Mr. Bureess. Accurate within a known margin of variation. 

Mr. Yates. How much of a test check will you make in a city such 
as Chicago? What do you mean by a sample ¢ 

Mr. Preston. A spot check. 

Mr. Yares. What is the nature of the spot check? Will you do 
10 percent of the housing units or 5 percent? What do you do?! 

Mr. Taruper. There are about 50 million dwelling units in the 
United States today. We will get information for about 225,000 of 
those. 

Mr. Yates. You did not answer my question. You say that you will 
get some information. 

Mr. Taruser. We plan to do this in two operations. We will get 
information, a simple list, a part of the information that is called 
for from the 225,000. Then there will be 35,000 from which we will get 
the full details of information that is called for in the sheet that you 
have. A part of the information will be for the 35,000, which will 
give us the basis for making national estimates. 

Mr. Yates. How does this help the housing picture in terms of the 
need for housing in particular areas? All you will say is this is the 
situation with respect to housing on a national level. You are not 
going to be able to state from your survey the housing situation in a 
particular community; you won’t know whether this community is 
overbuilt or another community is run down? You will not be able 
to state what the situation is. 

Mr. Taruper. Fora given city ? 

Mr. Yates. Yes. 

Mr. Taruser. We will not be able to do that, that is right. And 
part of the difference in the figures the chairman called for from Dr. 
Burgess, what we recommend to the Secretary of Commerce and what 
the Secretary of Commerce recommended to the Bureau of the Budget, 
grew out of the fact we had then proposed, at the urging of many users, 
we should also get it from individual cities. Again that runs the cost 
u 


Mr. Yares. Was this not done by the President’s Committee On 
Housing about a year and a half ago, the same type of survey ? 

Mr. Taruser. No survey of this type was done. 

Mr. Yates. As I remember, the figures that appeared in that pam- 
phlet are roughly the figures that you just gave. 

Mr. Taruser. People are making estimates. The estimates differ 
depending upon the expert who is making them. 


PROPOSAL FOR AN INTERCENSAL SURVEY 


_ Mr. Preston. We will insert the proposal for an intercensal survey 
inthe record at this point. 
(The proposal referred to is as follows 7 
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A PROPOSAL FOR AN INTERCENSAL HousING SURVEY 


1. Objectives 

The proposed survey to be undertaken in fiscal 1956 will approximate the 1950 
Census of Housing in subjects covered with emphasis on a reliable measure of 
change in the inventory, e. g. if the net number of dwelling units added from 
April 1950 to the survey date is estimated at 5 million, the chances are about 
1 in 8 that the estimates from a census would not differ by more than 400,000, 
Characteristics will be obtained from a sample of approximately 30,000 dwelling 
units. Data on residential financing can be obtained from a sample of residentia| 
properties. 


2. Date of survey 
November 1955. 


3. Universe 

Data will be published for the United States, 4 regions, the 168 standard 
metropolitan areas combined and for the combined territory outside standard 
metropolitan areas. Some characteristics also will be provided for the con- 
bined central cities in standard metropolitan areas and for the combined remain- 
ing territory inside metropolitan areas ; also nonfarm versus farm. 


4. Subjects 
A. Components of change in inventory between April 1950 and November 1956. 
(1) New construction. 
(2) Conversions (mergers). 
(3) Demolitions (abandonment). 
B. Characteristics : 
(1) Structural: 

(a) Year built—single years since 1950, 1945-49, 1940-44, 
and 1939 or earlier. 

(b) Condition—not dilapidated and dilapidated. 

(c) Rooms—number. 

(d) Type of structure—number of dwelling units in structure; 
detached or attached for one-dwelling unit structures 
only. 

(2) Occupancy: 

(a) Tenure—owner, renter, rent free. 

(b) Occupied or vacant with characteristics of vacant similar 
to those in 1950. 

(3) Household: 

(a) Persons—number. 

(b) Family income—income of primary family or primary 
individual (same as Vol. II, 1950 Census of Housing). 

(c) Sex and age of head (same as vol. II, 1950 Census of 
Housing). 

(d@) Type of household (Same as vol. II, 1950 Census of Hous- 
ing). 

(4) Plumbing facilities: 
(a) Plumbing facilities—bath and toilet. 
(0) Water supply. 

(5) Financial: 

(a) Value of owner-occupied one-dwelling unit propertie: 
(structures). 

(6) Contract rent of renter-occupied units. 


C. Residential finance—characteristics of mortgage properties in lesser detail 
but similar to 1950 Survey of Residential Financing (for United States only). 
5. Publication 

A. Target date for completion of all publications, June 30, 1956. 

B. Tables will be simple distributions of characteristics with tenure as the 
only cross-tabulation. 

Mr. Crevencer. Is there not some responsibility for the cities to 
find this out for themselves? I think there is probably never a time 
when the producers of building materials knew so much about what 
they are using as they do now, or what is going into the houses. Arm: 
strong Cork is one. 
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Mr. Burress. They want this survey. 

Mr. CLevenGEeR. Many of the houses that you see have Armstrong 
siding on them. Of course, they would like to have it if they could 
vet it “just by asking for it. It seems to me that we get clear away from 
the municipal responsibility for making the housing surveys. They 
can make them easier and cheaper than anyone else. 

Mr. Taruser. We do make surveys on requests by municipalities. 
We are doing a number of vacancy surveys at the request and expense 
of local communities or municipalities right now. 

Mr. Crievencer. That is one of their responsibilities. I always 
revert to the thought that I have when I see all this multiplicity of 
activity by the Federal Government—who is going to take care of the 
harem when the sultan goes to war? 


BASIS FOR ESTIMATE 


Mr. Preston. How did you arrive at the figure of $500,000 ? 

Mr. Atexanpber. I have here a detail of the workload and categories 
of expense involved in this budget item of $500,000. The first page 
shows the Washington operating expenses including $35,000 for 
veographic and transcription work. 

Mr. Preston. We will insert that in the record at this point. 


Intercensal housing survey, estimate of cost by major function, fiscal year 1956 


| 

| Cost 

Post- | Average (——— 

tions number 
Personal | 


services Total 





WASHINGTON OPERATING COSTS 


01 Personal services 





Geographic and transcription - Comat 
Professional planning and direction 
Editing and opens, ¢ etc. ae 
Tabulation. ASSES ERERS: BR ee ‘ 2 
Result work... ain aes oie 5 ic lace inlencn iis eos waritakeel Bi : § 18, 000 |... 
6 Printing ' we 
pa a Sa scudcae nies 
8 Supplies and materials_.......................-..-.-- i 


5 of things 
Rents 





Total 








FIELD OPERATING COSTS 


Personal services 





Preparatory work and supervision ; 
List, enumeration 225,000 dwelling units 
Training 

Detailed interview in 35,000 dwelling units 
Cle rical 


06 Printing One meprednetion. ... ... << cccyacnc dey eens 
Transportation of things...-...-.-.-..------ 
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Mr. Preston. Just mention the main categories. 

Mr. Tuomas. Here is the thing that is bothering me. I do not know 
how in the world your census taking is going to show it up. Unques- 
tionably, the movement from the farms to the cities in the last 10 years 
has been a sizable factor, certainly in some localities, as to the number of 
new housing starts and to the general question of need: for housing in 
certain sections. How in the world will your study touch on the sub- 
ject as to when that trend may be reversed and those who are now 
living in the cities may go back to the farms, and if they go back you 
are going to have some vacant houses in the cities. 

Mr. Burcess. We would not get that. This is not a forecast. 

Mr. Tuomas. It is bound to be a major factor. 


IXTENT TO WHICH DENSITY OF POPULATION WILL BE SHOWN 


Mr. Yates. Will your survey show the existence of housing in terms 
of density of population in a particular area of the country ? 

Mr. Taruser. I am not sure that I follow your question, but we will 
be able to say that the situation has changed in cities, in the large cities. 

Mr. Yates. What situation ? 

Mr. Taruser. The housing situation. 

Mr. Burcess. We know about the density in 1950. 

Mr. Taruser. In terms of Secmpeney of housing, yes, that we will 
have for 1955 and 1950. I thought that your question related to the 
density of population. 

Mr. Yarres. It does. I am trying to find out whether you propose 
to show the same thing that you showed in 1950, the supply of housing 
available for a given number of people in a particular locality. Will 
this show that ? 

Mr. Tareuper. Except it will not give the figures for individual 
localities. It will give the figures for groups of cities. 

Mr. Yates. That will not show anything. 

Mr. Taruser. It shows something. 

Mr. Yates. It is so general as to be almost useless to the people of a 
particular community. 

Mr. Taruper. Except as they may have some limited data which 
they could use to translate these national figures into guides for their 
local situation, but it will not give data specifically for an individual 
city. 

Mr. Grieves. Mr. Thomas, I think, put his finger on something very 
basic, the question of how you anticipate in an investment program! 
What is the outlook? Will large-scale migration stop? These are 
the very basic questions you can only confront successfully with a 
broad knowledge of conditions in the country, not only in population, 
in agriculture and housing, but in industry as well, national income, 
and so forth. I think this problem illustrates the necessity of having 
to create a network of intelligence so that you can make basic judg- 
ments of this kind with some chance of success. 

Mr. Tuomas. Let me interrupt you briefly. I appreciate and under- 
stand exactly what you are talking about. When you spend this 
money and you have done all this backbreaking work, the bankers 
mortgage group and the real-estate boys are going to ask you one 
question, and you can give all the theory in the book, but when you get 
them together they are going to ask you one question and when you 
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answer that is all they want to know; namely, Is this market satu- 
rated? Will you be able to answer that question for them / 

Mr. Taruser. We would not answer that question for them, but we 
will give them the information that will help them answer it for them- 
selves. 

Mr.. Yates. Your information would not help them answer it in 
terms of a particular area. 

Mr. Burgess. On the basis of a national trend. 

Mr. Yates. That is far as you can go. They will have to wait for 
the 1960 census to see applications to a particular locality. 

Mr. Buregss. For 28 years I was a statistician-economist for West- 
ern Electric Co. and I know how these things were done in the Bell 
System. People who have to make forecasts look for all the informa- 
tion they can as the basis for it. They would not find the final answer 
complete in any of the statistics of how conditions are and what they 
have been, but they can get the basis for inferences. 

Mr. Yates. This will help someone like Armstrong Cork, who can 
sell its product anywhere in the country and can govern its output on 
that basis, but will it help the construction industry in a particular 
area to know .whether or not it faces a shortage of customers? Or a 
saturation of the’current situation ? 

Mr. Burcess. It would not be the answer, but it will help people to 
know what the changes have been in certain broad lines for the country 
as a whole. It will give something to tie to for those people who 
want to get by their own studies some information. 

Mr. Tuomas. You are saying that the experts who have to shoot 
from the hip, so to speak, after they get this information will be cer- 


tainly fortified with a lot more information than they had before on 
which they are going to base their program ? 

Mr. Burcess. That is the idea. 

Mr. Preston. If there are no further questions the committee will 
stand adjourned until 1 o’clock. 
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Trurspay, Apri 28, 1955. 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


WITNESSES 


CHARLES F. HONEYWELL, ADMINISTRATOR 

H. B. McCOY, DEPUTY ADMINISTRATOR 

P. G. ASHER, DIRECTOR OF ADMINISTRATION 

WALTER W. SCHNEIDER, CHIEF, CONSTRUCTION STATISTICS AND 
ECONOMICS BRANCH 

GUY E. WYATT, DIRECTOR, OFFICE OF FIELD SERVICES 

JOHN C. GREEN, DIRECTOR, OFFICE OF TECHNICAL SERVICES 

VICTOR ROTERUS, CHIEF, AREA DEVELOPMENT DIVISION 

GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

CARL F. OECHSLE, DEPUTY ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


SALARIES AND EXPENSES 


Amounts available for obligation 





1954 actual | 1955 estimate 1956 estimate 


Appropriation or estimate ; | $7, 050, 000 
Transferred from “Export contro), Bureau of Foreign Com- | 
merce,’’ authorized under Public Law 663.............-.---- 


Adjusted appropriation or estimate (obligations in- 
curred 


Comparative transfer from— 
“Salaries and expenses, defense production activities, 
Commerce’’: 
Direct obligations 
Reimbursable obligations 
“Technical and scientific services, Office of the Secretary, 


“‘Departmental salaries and expenses, Bureau of Foreign 
and Domestic Commerce”’: 
Direct obligations 
Reimbursable obligations 
“Field office service, Bureau of Foreign and Domestic 
Commerce” 
Comparative transfer to ‘Salaries and expenses, Office of the 
Secretary” 


Total obligations , 6, 248, 000 7, 050, 000 





Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 


. Executive direction $255, 000 
. Staff services 000 462, 00 
. Marketing and distribution services | , 610 , 150, 000 
. Industry divisions ‘ ; 3, 776, 000 
. Technical services ; 386, 5 459, 000 459, 000 
. Field services , 808, 1, 948, 000 | 1, 948, 000 


Total obligations , 003, 6, 248, 000 | 7, 050, 000 
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Obligations by objects 


1954 actual 


Object classification 1955 estimate | 1956 estimate 


Total number of permanent positions. ___-_.................--| 1, 148 | 794 | 929 
Full-time equivalent of all other positions 3 | 6 9 
Average number of all employees : 751 | 761 | 795 
Number of employees at end of year 699 | 74 S06 


Average salaries and grades: 


General schedule grades: 
Average salary 


Average grade_-__-.-. oe. ad RS Bal ea 


Personal services: 
Permanent 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates 


Other payments for personal services_.._......- 


Total personal services 

Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 

Other contractual services 

Services performed ae other agencies 

Supplies and materials 
Equipment 
Taxes and assessments 


Total obligations 


CRE celia naw awgneuscd=wam 


$6, 477 
GS8-9.1 


$5, 172, 058 
21, 355 

17, 648 | 
2, 595 
984 


5, 214, 640 
156, 433 | 
3, 603 

186, 769 
10, 737 
156, 235 | 
98, 747 
142, 546 | 
25, 536 | 

1, 234 | 
6, 997 | 


42, 000 | 
19, 800 | 
5, 900 | 
6, 900 | 


5, 141, 000 
233, 000 
5, 700 
217, 000 


273,000 | 


83, 500 | 
200, 000 | 
80, 000 | 
2,000 | 
12, 800 | 


$6, 622 
GS-9.3 


$5, 230, 400 
51, 400 

20, 400 

5, 900 

6, 900 


5, 315, 000 
254, 900 
5, 700 
219, 800 


276, 000 
90, 500 
785, 000 
81, 900 
7, 600 
13, 600 





6, 248, 000 | 


7, 050, 000 


| 6, 003, 477 








Analysis of expenditures 


1954 actual 


$600, 000 
7, 050, 000 


Obligated balance brought forward 
Obligations incurred during the year_.._-.-__- entities bias oe 


7, 650, 000 
—700, 000 


6, 950, 000 


Obligated balance carried forward 


Total expenditures 





Expenditures are distributed as follows: 
Out of current authorizations 


6, 350, 000 
Out of prior authorizations 600 











Revisep Estimate, 1956 


Amounts available for obligation 


Revised 


In budget estimate 


Difference 


Appropriation or estimate (obligations incurred) $7, 050, 000 $7, 300, 000 +$250, 000 


Obligations by activities 


Revised 


Description estimate 


In budget Difference 


—_-_-—_—_ 


. Executive direction 
2, Staff services 
Marketing and distribution services 
; Industry divisions 
. Technical Services 
. Field services 
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Obligations by objects 





Revised 
estimate 


In budget Difference 
| 


| 
Total number of permanent positions. . Ailes cok aoe | 829 | 859 | +30 
Full-time equivalent cf all other positions_...-............-.--| 9 | 9 |.. ik 
Average number of all employees ; ; 795 | 822 | +27 
Number of employees at end of year : | 806 836 +30 


Average salaries and grades: vd 
General schedule grades: | | 

Average salary............-- Satis $6, 622 | $6, 655 

BORED IRE. Sob atecst sts ccc GS-9.3 | GS-9.4 | 

! 


+$3 
+G5-0.1 


Personal services: j 
Permanent portions dod inne’ | $5, 230, 400 $5, 439, 600 | ~ - +$209, 209 
. o© | 
| 
1 
| 


Positions other than permanent. 
Regular pay in excess of 52-week base. -___- 


51, 400 | 51, 400 |..---. 
20, 400 | 21, 200 +800 
5, 900 | 5,900 |... 
6, 900 | 6,900 |........ 


Payment above basic rates . ; 
Other payments for personal services 
Total personal services.......................- 5, 315, 000 5, 525, 000 + 210, 000 
asian ; dunks | 254, 900 286, 900 +32, 000 
Transportation of things 5, 700 5, 700 
Communication services... ..--..-.-- ; 219, 800 220, 800 +1, 000 
Printing and reproduction 276, 000 281, 000 +-5, 000 
Other contractual services. -_- : 90, 500 91, 500 +1, 00 
Services performed by other agencies kis som elds ct nate 785, 000 TOE 000.) ccs2eki - 1c; 
nN MII i 20 Me te eucnnbncotcceen 81, 900 82, 900 | 
| MS 2 ee ere 7, 600 7, 600 
Taxes and assessments........................-.--.------- 13, 600 | 13, 600 | 








Total obligations 7, 050, 000 7, 300, 000 250, 000 





Mr. Tuomas. The committee will please be in order. 

We have with us this afternoon the gentlemen from the. Business 
and Defense Services Administration of the Department of Commerce: 
Mr. Honeywell, Administrator ; Mr. McCoy—is he here ? 

Mr. Honrerwetu. Yes. 

Mr. Tuomas. P. G. Asher, Director of Administration; Mr. Walter 
W. Schneider, Chief, Construction Statistics and Economics Branch; 
Mr. Wyatt, Director, Office of Field Services; Mr. Robert W. New- 
land—is he here ? 

Mr. Oxrscutue. He is not here, Mr. Chairman. He is not well. 

Mr. Tuomas. Wish him well on behalf of the committee. 

Mr. Victor Rotarus, Chief, Area Development Division. 

Gentlemen, it is nice to see you here. 

The appropriation for the Administration for 1955 was $6,320,000: 
the estimates for 1956 are $7,300,000, which include a supplemental 
estimate for $250,000 contained in House Document No. 126. 


GENERAL STATEMENT 


Mr. Administrator, do you have a statement which you would like 
to make to the committee ? 

Mr. Honrywetu. Mr. Chairman, a statement has been submitted. 
Is it your wish that I review it ? 

Mr. Tuomas. Just insert it in the record at this point and hit the 
highlights. 

(The statement follows :) 


STATEMENT OF CHARLES F. HONEYWELL 


The total amount requested for the Business and Defense Services Administra- 
tion in fiscal year 1956 is $7,300,000. This amount represents an increase of 
$1,050,000 over the amount appropriated to the BDSA for fiscal year 1955. Of 
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this increase $800,000 is for the purpose of expanding the construction statistics 
program, and $250,000 is to expand the area development program to assist critical 
labor surplus areas. 

The increase for the expanded construction statistics program was included in 
the original submission of the 1956 estimates contained in the President’s sub- 
mission. The necessity for expansion of the area development program has 
developed since the submission of the President's budget, and is in accordance 
with his specific recommendations contained in the state of the Union message. 
Consequently, the increased amount for this program has been submitted to you 
as an amendment to the President’s budget, House Document No. 126. 

The BDSA estimate for 1956 has been prepared under six major activities. 
For Executive direction, which consists of my immediate staff and a small 
administrative staff, a total of $255,000 is requested. This is the amount being 
provided in the current fiscal year, and no increase is proposed. 

For “Staff services,” ‘which consists of a group of program advisors engaged 
in coordinating and directing activities on programs which cross all industry 
divisions, and the Office of Small Business, a total of $462,000 is requested. This 
is the amount provided in the current fiscal year, and no increase is proposed. 

For “Marketing and distribution services,” a total of $150,000 is requested. 
This is the amount provided during the current fiscal year for these services, and 
no increase is requested. 

For “technical services,” a total of $709,000 is requested. This activity in- 
cludes the collection and compilation of scientific and technical data on Govern- 
ment research and dissemination upon request to industry and other Government 
agencies, the area development program designed to assist critical labor surplus 
areas, the commodity standards program which provides assistance to industry 
in the development of new and revised simplified practice recommendations and 
commercial standards, staff services to the National Inventors’ Council, and the 
Trade Associations Division. The $709,000 requested represents an increase of 
$250,000 over the amount provided in fiscal year 1955. 

This. $250,000, increase is the amount required to expand the area development 
program and provide additional assistance to critical labor surplus areas. The 
additional funds are needed to provide a more positive approach to the problem 
of spot areas of labor surplus and to serve a backlog of requests which have been 
received for this type of assistance. 

For the field service, a total of $1,948,000 is requested. This is the amount 
being provided in the current fiscal year for this purpose, and no increase is pro- 
posed for this activity. 

For the industry divisions, a total of $3,776,000 is requested. This amount pro- 
vides an increase of approximately $800,000 over the amount provided for the 25 
industry divisions in fiscal year 1955. The $800,000 increase is requested for 
purpose of expansion of the construction statistics program. Construction is the 
largest single industry in the United States. At its present $55 billion level, it 
accounts for 15 percent of our gross national product. Construction provides em- 
ployment for 4 million workers at the construction site and indirectly provides 
jobs for another 4 million in mining, manufacturing, and transporting construc- 
tion materials. It uses a very large part of all our raw materials: iron and 
steel, lead, zinc, aluminum, copper, lumber, and practically all of cement, gyp- 
sum, and clay products. At the same time, construction is dominated by small 
business organizations. Over 97 percent of all construction firms had fewer than 
50 employees in 1951. Construction supports 250,000 general contracting and 
subcontracting organizations: 25,000 architects and a majority of the 125,000 
civil engineers, 65,000 building materials dealers, 15,000 manufacturers of build- 
ing materials, and over 20,000 basic lumber manufacturing concerns, exclusive of 
thousands of portable and part-time mills. 

An industry the size of construction, operating in every section of the country 
and made up of many diverse elements, is important not only because of its own 
contribution to the economic and social well-being of the Nation but also because 
of the widespread influence it has on other activities. It has tremendous poten- 
tial for booms and busts, but it likewise has equal potential as a stabilizing in- 
fluence. In 1954 it was the main prop of the economy while we were passing 
through the inventory readjustment and reduction in defense expenditures period. 

Accurate and timely construction statistics on a continuing basis are of vital 
importance to the Government in observing economic trends, in making sound 
publie policy decisions on such critical problems as public works programing, 
defense planning, housing, credit and monetary policies. Essentially the same 
data are needed by private industry in its efforts to promote a stable high-level 
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economy. Without adequate and accurate facts, investment policies, marke 
research, sales planning, and production scheduling cannot proceed in an orderly 
manner. 

The total absence of certain needed information and the deficiencies in avail. 
able construction figures have been pointed out many times. The United States 
Chamber of Commerce called the figures “a threat to the formulation of sound 
public policy.” The Intensive Review Committee to the Secretary of Commerce 
in its 1954 report says, “The Department of Commerce should * * * substitute 
facts for judgment, opinion, and rule of thumb guesswork, looking toward the 
end product of * * * monthly expenditures on construction on which we can 
rely.” In testimony last July before the congressional Joint Committee of the 
Economic Report at least 20 references were made by officials of Government 
and industry to the shortcomings of these data, pointing out that it was the 
No. 1 or No. 2 deficiency in our economic intelligence. 

The program for which $800,000 is requested was developed only after ex. 
tensive consultation with Government and industry representatives. It does not 
satisfy all of the expressed wishes. It has been restricted to those items which 
are primarily of public policy as contrasted to private research needs. 

I would like to spend a moment discussing the method of operation used in 
earrying out the many programs for which the small staffs of the industry di- 
visions are responsible. The BDSA is responsible for defense mobilization, pro- 
duction controls, and service to business for the American industrial economy, 
This responsibility is administered through 25 industry divisions, each covering 
a group of related industries. The total average employment for these industry 
divisions, shown in our 1956 estimate, is 361 employees. Approximately 175 of 
these employees are high-level industry specialists, each of whom is responsible 
for the application of the BDSA programs to and is an expert in the production 
methods and industrial organization of a further subdivision of the industry. 
The remainder of the 361 employees provide clerical, analytical, and steno- 
graphic service for these industry specialists. 

The programs with respect to current defense activities, mobilization pre- 
paredness, and service to business which are conducted by these industry special- 
ists do not permit them to sit in an ivory tower and devise regulations and 
orders or impose judgments on industry. Rather, it is their job to coordinate 
the best thinking of Government and industry toward the solution of problems, 
both current and anticipated, with which the Government and industry are 
faced. 

You, gentlemen, will remember that before the Second World War and again 
before the Korean emergency, plans were made by the Government for mobiliza- 
tion of industry. I am told that these plans were scrapped because they had 
been made without adequate consultation with representatives of industry and 
consequently were found to be impracticable. New operational plans had to be 
developed and tested, and as a result, it took in both instances over a year to 
marshal the industrial production of this country for defense. It is obvious to 
all of us that in the next emergency there will not be time for this type of ex- 
perimenting and testing. 

The plans which are now being devised for industry defense preparedness must 
be practical and capable of being put into effect immediately. The 175 industry 
specialists in our 25 industry divisions, supplemented by a small staff on loan 
from industry without compensation, are the nucleus organization which we must 
rely on for devising a practical system of mobilizing American industry for pro- 
duction in the next emergency. Parenthetically, because I am sure you are 
interested in the number of personnel on loan from industry without compensa- 
tion, we have at the present time about 28 full-time and approximately 111 part- 
time employees without compensation. 

In addition to furnishing employees without compensation to the BDSA, the 
industry also furnishes at no cost to the Government a large number of techni- 
cally qualified representatives of industry for membership on task groups, indus- 
try advisory committees, and for special meetings to discuss company plans for 
continuity of industrial management. These representatives of industry provide 
additional technical know-how and a sounding board for the practicability of 
regulations and mobilization programs. 

During the period January 31 to February 25 (19 workdays) 16 task forces 
were working on separate industry mobilization problems. For these task forces 
the industry supplied a total of 90 technical representatives completely without 
cost to the Government. During this same period there were 29 meetings with 
company management of key facilities for the purpose of discussing industry’ 
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program for continuity of production in the event of attack. Ninety-seven 
representatives of industry participated in these projects at no cost to the Gov- 


ernment. : 
We in the Commerce Department know how important the programs being car- 


ried on by these industry divisions are to the economy of this Nation. Industry 
recognizes this importance by their cooperation and assistance. I am sure you 
gentlemen will agree that the request for an appropriation of $7,300,000 is an 
economic expenditure for assuring our present AEC and military production, 
devising practical programs for mobilization of our industrial production in case 
of emergency, and providing industry with assistance in maintaining civilian 
production on a sound basis. 


ORGANIZATION AND FUNCTIONS 


Mr. Honryrwewt. For the record, Mr. Chairman, I would like to 
recount the nature of the organization of the Business and Defense 
Services Administration. It was founded October 1, 1953, being the 
child of the marriage of the National Production Authority and the 
Bureau of Domestic Commerce. 

Because of our parentage in the National Production Authority we 

have a continuing major responsibility in the field of defense mobili- 
zation. We are responsible for production and materials control, and 
we have the defense material system in operation now for that pur- 
pose. 
We handle special expediting and assistance cases for the Atomic 
Energy Commission, for the Department of Defense, in order to expe- 
dite delivery of critical materials and components required. We have 
processed over 10,000 cases in 15 months. We handle expansion goals 
and tax amortization cases and have processed 2,700 such cases in the 
past 15 months. 

We are the consultant to the Office of Defense Mobilization on the 
stockpiling of critical materials. Some of you gentlemen may recently 
have heard about the shortage of nickel, copper, aluminum, and other 
scarce materials under this present economy. 

We have, further, the responsibility of developing mobilization base 
studies. 

At this point, Mr. Chairman, may I ask your permission to go off the 
record for a few moments ? 

Mr. Tuomas. Yes. 

(Off the record discussion.) 

Mr. Honerwety. These remarks may go back on the record. 

We have the responsibility for continuing production in the indus- 
trial plants. By this, we mean assisting industry officials to take nec- 
essary corporate action, to plan necessary shelter areas for their em- 
ployees, to create necessary know-how for reestablishing a duplicate 
set of blueprints, or corporate records in other areas. 

We have had 184 business executives come to Washington to confer 
with us, and give us their judgment, concerning their own self protec- 
tion in the face of the new type of warfare that could develop. 

Mr. Tuomas. May I interrupt to ask how long you have been in 
Government service, Mr. Honeywell? 

Mr. Honerweru. I came here in January of 1953. 

Mr, Tuomas. Where is your home? 

Mr. Honrywetu. In Honolulu, Hawaii. 

Mr. Tomas. What type of business have you been in there? 


61922—55. 45 
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Mr. Honrrwe vt. I was in a sugar agency which covers the whole 
gamut of the sugar production industry. 

Mr. Tuomas. Very well. 

Mr. Honryrwetu. We also have the major responsibility of being 
ready and able to put on-all necessary controls and put them into oper- 
ation overnight, if necessary, in order to allocate a critical shortage 
of materials in the face of an emergency. We are working in order 
to develop the basic statistics at the relocation center and train our 
own personnel for emergency operation. We have on our list today 
1,500 former industrial representatives who have served in Washing- 
ton through the War Production Board, the National Production 
Authority, and in the Business and Defense Services Administra- 
tion, who stand as a good reserve to support us in the event another 
such emergency arises. 

I place my major emphasis, Mr. Chairman, on this standby readi- 
ness because in our humble opinion, it is our greatest contribution to 
the work of this Government under troublesome conditions. 

We have, in addition, of course, the domestic commerce activities, 
the service to business, if you please, and it covers a great many areas 
of activity, and is much better known to you gentlemen, because it 
was the former Office of Domestic Commerce and is a major respon- 
sibility of the Department of Commerce. 

We have submitted to you for your consideration today a budget 
which is practically identical with the amount that was appropriated 
a year ago, only with the exception of two areas: One area on the 
atiaek of construction statistics, in which we are requesting an in- 
crease of $800,000. The other requested change is an increase in Area 
Development, which is a part of the Office of Technical Services, in 
the amount of $250,000. Special representatives from our staff are 
here to speak on these special requirements. 

In the BDSA, we have not only the 25 divisions, and a staff that 
does the necessary mobilization planning work and, of course, the ad- 
iinistrative functions; we also have the field services; the Office of 
Technical Services; the Office of Small Business; and the Office of 
Distribution, which covers the great gamut of industry having to 
do with distributing primary production. 

Mr. Tuomas. What type of personnel do you have in these 25 divi- 
sions? Under wartime conditions, you use a staff of industry people; 
are they all civil-service employees ? 

Mr. Honerwe... They are all civil-service employees excluding 
men without compensation and about 20 employees who do not have 
civil-service status, 

Mr. Honryrwe i. We have on board with us today 28 full-time in- 
dustry representatives who are working without compensation, sup- 
plied by industry in a continuation of a training program for or- 
ganized reserves. 

I believe, gentlemen, that this is as far as is necessary without 
prompting from such questions as you may have. 

Mr. Preston. I think you had better refer to the increases, Mr. 
Honeywell, that you are requesting. 

Mr. Honrywe.u. Very well. Do you have a choice as to which one 
we should take up first ? 

Mr. Preston. Take up the biggest one first. 





Mr. Honrywe.. The largest one first ¢ 
Mr. Preston. Yes. 


CONSTRUCTION STATISTICS 


Mr. Honeywetu. May I ask that my deputy, Mr. McCoy, speak on 
the subject of construction statistics ¢ 

Mr. Preston. Certainly. 

Mr. McCoy. Mr. Chairman, we ask $800,000 for a program of con- 
struction statistics. It is divided roughly this way: For new con- 
struction activity statistics, $427,000; for alteration and repair in- 
formation, $262,000; for a material use study, $50,000; for a housing 
vacancy survey, $60,000. 

Those are the four main items in this construction-statistics 
program. 

The matter that is before you was pretty well summarized as a de- 
ficiency of national, regional, and local construction statistics, in the 
hearings before the Joint Committee on the Economic Report. A 
summary of the testimony there last year by private people and by 
Government indicated that probably construction statistics was the 
largest economic-statistical problem. There just has not been a sys- 
tematic collection and compilation of construction activity statistics 
commensurate with our needs for them. 

We do have construction statistics today. We do put out—we, 
meaning the Department of Labor and ourselves—a comprehensive 
volume on current construction activities and related statistics. 

But for the area which is covered in this budget estimate, most of 
the figures on nonresidential private, State, and local construction, 
and alterations and repairs, are largely calculated estimates from other 
kinds of information. 

NEW CONSTRUCTION 


We propose with respect to new construction (private nonresi- 
dential) —and we are not including work that is being done by the De- 
partment of Labor on housing starts which is collected from building 
permits and calculated by the Department of Labor—what we are 
covering here in this estimate are all other types of private nonresi- 
dential—to develop through field surveys by the Census Bureau, and 
through a followup on construction awards, permits, and nonpermit 
area surveys as well, the information which will enable us to calculate 
and compute a much more accurate, comprehensive and complete state- 
nent of construction activity, not only national, but more particularly 
a breakdown by regions and States. 

For this particular project, about $275,000 will be transferred to the 
| Bureau of the Census for work in the field, utilizing their present field 
force to collect information we need directly from the sources. 


ALTERATIONS AND REPAIRS 


On alterations and repairs—this is to all kinds of construction, 
both residential and nonresidential, public, and otherwise—there 
never has been a realistic method employed of getting information 
except by field surveys which we propose here on a quarterly basis. 
It is now one of the largest forms of construction activity, probably 
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amounting, we think—we do not know, to about $15 billion a year, 
that is, in cost of construction put in place. 

This proposal is to make a quarterly survey in the field in a large 
number of sample areas, by rotating the sample areas, every quarter, 
to get the best information we can on what is taking place in altera- 
tions and repairs on all types of construction and structures. 

Two items, $427,000 for new construction, and $262,000 for main- 
tenance, alteration, and repairs of all types, are the two big items in 
this estimate. 

MATERIAL USE STUDY 


On material use, we propose to collect information about the volume 
of materials used in construction. 

In World War II, when it was necessary for the Government to put 
controls on construction—which was done—and in Korea, when we 
also put controls on construction, we found absolutely no information 
that would indicate the degree to which any type of control would save 
materials. Due to changes in construction technology and use of mate- 
rials, we ask here that we be permitted to make surveys necessary to 
study the relationship of materials consumption to the type of build- 
ings and to the type of structures, so that we will have a composite 
picture of the relationship of materials used in all types of construc- 
tion. We need it very much if we are planning in a mobilization 
period—to do anything at all about controls, such as we would have to 
do in an emergency. 

There have been no statistics on this for a great many years. What 
data we have are very much out of date. This project will enable us 
to take a new look at the subject of materials consumption. 


HOUSING AND VACANCY SURVEYS 


Under “Housing vacancies,” the study proposed for next year isa 
onetime project to secure information concerning vacancies in housing, 
by types of vacancy, by types of structure, by age of structure, and s0 
forth. The reason for this proposal is that there is a great deal of 
discussion today as to whether home building is not going too fast for 
the market, whether we are not, in a sense, overextending ourselves 4 
bit in this field. Some people believe we are not and some people 
believe we are. 

One of the key pieces of information with respect to that question, 
involving national policy, Government policy and private policy, 
especially in the mortgage field, would be to ascertain quickly the 
vacancy situation with respect to housing. 

Mr. Preston. May I ask you a question, Mr. Moore? 

Mr. Moore. Certainly. 


RELATION OF STUDIES TO PROGRAM OF CENSUS BUREAU 


Mr. Preston. You were present just before lunch when we heard 
the testimony of the Census Bureau about all of this housing business 
and the language used by Mr. McCoy sounds very much like the lan- 
guage used by the Census people. Is this an additional program to the 
one proposed by the Census people ? 
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Mr. Moors. Yes; this is in addition to the proposal by them, but it 
is for a different area. ; 

Mr. Tuomas. What is the difference? 

Mr. Moors. Theirs would be a spot check on the housing inventory 
and its use as of today, as compared with 1950. This proposal is for 
new construction and all of these new uses of materials, such as the 
Census is not going into. 

Mr. Bow. Would not vacancies come under the Census? I under- 
stood from the Census people that they were going to check on 
vacancies. 

Mr. Moors. In the whole country, and what had happened to those 
dwellings under the present economic conditions. 

Mr. Bow. It was my understanding they were going to cover all 
vacancies. 

Mr. Moore. That will be different than this. 

Mr. McCoy. Mr. Bow, this is a onetime survey, to get housing 
vacancies by kinds of vacancies and by types of houses, and by age 
and so forth, for 15 metropolitan areas. 

Mr. Bow. I understood that was what they were going to do? 

Mr. McCoy. No. As I understand it, the intercensal housing pro- 
posal of the Census Bureau, is to be an inventory of the physical plant 
in existence today; how many houses, what their age is and other 
things of that sort. The vacancies in the houses is only an incidental 
tothat particular study and it is the primary thing here. 

Mr. Preston. Will the gentleman yield ? 

Mr. Bow. Certainly. 

Mr. Preston. Just before lunch the Bureau of the Census furnished 
us with a document for inclusion in the record entitled “A Proposal 
for an Intercensal Housing Survey” and among other things they set 
out in the document, they plan to do, with the funds requested, is to 
study the components or changes in the inventory between April 1950 
and November 1956; new construction, conversions, mergers, demoli- 
tion, abandonment; and also under the title, “Characteristics Struc- 
ture,” they are going to make a survey on the year it was built, the 
condition, whether it is delapidated or not, number of rooms, type of 
structure, number of dwelling units in the structure, and so forth. 

Now, under occupancy, they are going to study whether it is owner, 
rent, or rent-free, occupied or vacant. 

It seems to me they cover the same thing. 

Mr. McCoy. There will be a vacancy question, that is true. We 
discussed this with them, but I believe you can see from that descrip- 
tion that their major interest, possibly 90 to 95 percent, is in the na- 
tional physical inventory of houses. ina is not a physical inventory. 
It is only a vacancy study, a onetime survey to ascertain the vacancy 
situation in 15 metropolitan areas by types and nothing else. 

Mr. Preston. Yours will be a sample type of survey ? 

Mr. McCoy. Yes. 

Mr. Preston. We have been on the committee long enough to know 
that when you get into the field of duplication—and there are a great 
many things of this kind 

Mr. McCoy. Yes. 

Mr. Preston. Of course, we are not sure that we are going to give 
the Bureau of the Census this money but assuming that we do, why 
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would it not be more economical to. add this one subject you are inter. 
ested in to their survey and provide the same information ¢ 

Mr. McCoy. Indeed that would be done, Mr. Preston, we would 
get them to do it; the proposal is that we will hire the Census Bureay 
to do all of the field work. But there is quite a difference—their 
intercensal study is on a national basis; this is limited to 15 metropol- 
itan areas. Now, they could, and probably will, do our job on housing 
vacancies simultaneously in the field with their intercensal survey. 

Mr. Preston. Who is requesting this information ? 

Mr. McCoy. This particular information ? 

Mr. Preston. Yes; who has asked for this program ? 

Mr. McCoy. First of all, the Bureau of the Budget and the Council 
of Economic Advisers, in Government, have been the two agencies 
most concerned on that side, with respect to adequate information on 
construction, and housing vacancies and second, the various segments 
of the construction industry. 

The hearings I referred to—there were about 22 witnesses, both in 
Government and private industry, who testified last year that one of 
the greatest statistical gaps exists in this field. 

Mr. Preston. That is the same group of people who wanted the 
Census Bureau to make that survey. 

Mr. McCoy. That is probably so. 

Mr. Preston. There are people around who can dreain up things 
faster than we can appropriate for. 

Mr. McCoy. Mr. Chairman, construction is one large area of our 
economy; about 15 percent of our gross national product, amounting 
this year to perhaps $40 billion worth of new construction; and about 
$15 billion worth of maintenance and repair. It is essential that we 
should have adequate statistics on about a $55 billion business 
activity. Our current statistics are mostly estimates based on com- 
putations. They are computations made from fragmentary data, se- 
cured from private sources, from information on contract awards, and 
from building permits, where there are agencies of local government 
requiring permits—and there are a great many in this country that 
do not have. We can collect all of that kind of information, and still 
not have construction industry statistics. We still need to get other 
information in some other way. We use contract awards prepared by 
private sources, and compute from those data as much as we can. Hovw- 
ever, we need the actual construction put in place month by month, 
quarter by quarter, year by year. And, it is a very large undertaking. 
That is why this estimate is large, to cover this broad industry of con- 
struction, existing in practically every section of the country. Today 
we have only rough guesses as to what the volume is. 

Mr. Preston. How many additional people are you seeking in this 
budget ? 

Mr. McCoy. In this particular activity ? 

Mr. Preston. Well, for the area development. 

Mr. Asuer. Sixty-five. 

Mr. Preston. A total of 65? 

Mr. Asner. Yes. 

Mr. Preston. New positions? 

Mr. Asner. New positions. 

Mr. Tuomas. You mean in the whole budget ? 
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Mr. Asner. The increase for the area development is 30 positions— 
$250,000 increase. 

Mr. Tuomas. That is the supplemental ? 

Mr. Asuer. Yes. 

Mr. Toomas. Makes a total of 65? 

Mr. Asner. The 35 for construction statistics is the $800,000 item. 


AREA DEVELOPMENT 


Mr. Preston. I think you had better cover this area development 
request before we start general questions. 

Mr. Honerwett. Mr. Oechsle, do you want to discuss that? 

Mr. Orcuste. Yes. 

Mr. Preston. Bear in mind that we went into this yesterday. 

Mr. Oxrcuste. Yes. 

Mr. Preston. So we have quite a record already established. 

Mr. Honeywe... Yes. 

Mr. Orcusie. Very well. As you all know, the President in his 
report recommended the Area Development Division of the Depart- 
ment of Commerce be expanded. Furthermore, each of the witnesses 
testifying in the hearings of the Douglas Committee made reference 
to the outstanding job of the area development done by a very small 
force. Finally, the unanimous report of the Douglas Committee rec- 
ommended that the Area Development Division of Commerce be 
strengthened. Based on these facts and our own experience with this 
developing program, we have asked for a supplemental of $250,000. 

In 1954, our budget for area development was $55,000; and in 1955, 
$120,000. We are asking an increase of $250,000, over the $120,000, 
for a total of $370,000. That will mean an expansion both in the 
headquarters organization and in the field organization of 30 addi- 
tional people, 24 professional positions and 6 nonprofessional. We 
hope to do an exceptionally good job, a much better job, of helping 
the local communities to help themselves. 

We are constantly asked by numerous Congressmen and Senators 
to go into their local area and help certain towns that have a labor 
surplus problem, Or the community may have a problem of getting 
new and expanding industries established, so that if it is a one-industry 
town, they will not be in a bad way if that industry should close and 
move out of town. 

As Mr. Bow requested, I have some information for him as to the 
number of field trips we have made, the requests that have been made, 
and also the various industries and lists of companies we have worked 
with in a general way through the State development organizations 
and through our BDSA industry conferences, and so on. 

Mr. Preston. Suppose you submit that to Mr. Bow and see if Mr. 
Bow wants to put it in the record. 

Mr. Bow. Let me see how much there is, Mr. Chairman. 

I think it might be well to include this in the record, Mr. Chairman. 
_ Mr. Orcustr. I would like to have you put it in the record. I think 
it will be very interesting to the committee. It shows that we are 
doing a very worthwhile job across the board in the Area Develop- 
ment Division. 

Mr. Bow. I ask that they be included in the record. 
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Mr. Preston. Very well, Mr. Bow. 
(The statements referred to follow :) 


INDUSTRIAL FACILITIES LOCATED OR EXPANDED IN LABOR-SURPLUS AREAS IN 1954 
RECEIVING ADDITIONAL AMORTIZATION 


The attached list provides the names of some of the companies which have 
located or expanded facilities in labor surplus areas during the period November 
1953 to April 1955. The companies listed are confined to those which qualified 
under open expansion goals and were allowed to apply accelerated amortization 
to an additional percentage of the cost of the facility because they located or 
expanded in a labor-surplus area. 

The Area Development Division has informed many expanding companies of 
the special tax incentive for locating or expanding plants in labor surplus areas. 
Several times a month, for example, leading executives from the various types 
of private industry are called to conferences held by the Department of Con- 
merce, and here they are urged to give consideration to labor surplus areas in 
their facility expansion plans. The same information has been passed on to 
the industrial development departments of the railroads and utilities. 

This type of effort does not have overnight results, and takes persistent work. 
For example, Cumberland, Md., is a case in point. Some time ago the Commerce 
and Labor Departments, in cooperation with State agencies, conducted an indus- 
trial development survey there. This survey and report provided the city’s first 
inventory of available industrial sites. The report also outlined a detailed 
program for local action with complete responsibility for industrial development 
work lodged in one agent. The Area Development Division brought to the atten- 
tion of the industrial development department of the railroad going through 
Cumberland and to industry executives the available governmental incentives for 
plant locations in labor-surplus areas. A few months ago these various asso- 
ciated efforts—Federal, State, local, and private—bore fruit in the fact that a 
large glass company began construction of a $33 million plant which will employ 
upward of 800 people. 

The assistance of the Area Development Division is necessarily indirect since 
the community itself has to complete negotiations with a new plant. This in- 
direct assistance, however, does have concrete results. For example, the Division 
assisted Toledo, Ohio, and Lowell, Mass., in their efforts to set up planned 
industrial parks. Toledo’s industrial park, which has been opened only a short 
while, has already been the site of location of an electric company, and Lowell 
has established three plants in the park for the past year. In other instances, 
such as the Covington-Clifton Forge area in Virginia, the Division has assisted 
the local group to organize and carry on an industrial development effort. In the 
past few months two plants—a rubber products firm and a dental supply firm— 
have been established there. 
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Area Development Division 


TRIPS, 1954 


Number of communities visited 
Number of field trips 


FIELD TRIPS, 1954 


Area visited Date Area visited 


Provleneh Bi Es. cdccccecscncee Jan. 10-12. Williamson, W. Va 
Fairmont, W. Va-- Jan. 12-14. Toledo, Ohio 
Pottsville, Pa . 22. Newcastle, Ind 
Shenandoa”, Pa.... ......---..- ‘ Chillicothe, Ohio 
Frankfort, Ky 
Lexington, Ky 
Berea, Ky ; 
Cum berland Falls, Ky._-------- ‘ Big Stone Gap, V: 

Corbin, Ky . 9. | Grundy, Va 

Middlesboro, Ky.......-.---.--- D Richlands, Va 

Harlan, Ky ; Kokomo, Ind 

Hazard, Ky Do. Tulsa, Okla 

Pikeville, Ky ® Oktaha, Okla 

Prestonsburg, Ky q Muskogee, Okla 
a See * Sallisaw, Okla -_- 

Beattyville, Ky . 12, New Bedford, Mass 

= Do. Detroit, Mich 

Charleston, W. Va-_-- . 23. Hazleton, Pa 

Lowell, Mass aie Wilkes-Barre, Pa 

Fall River, Mass ; . 3. Baton Rouge, La 

Charleston, W. Va - 23. New Orleans, La 

Hersey, Pa y 5 Los Angeles, Calif..............- 
ee Sy, eee ae : San Francisco, Calif 
Portsmouth, N. H 

















INCREASE FOR AREA DEVELOPMENT PROGRAM 


Mr. Preston. In looking at your revised justification, under this 
heading, it would be interesting to note what you request in this 
expansion: You are asking GS-14 industrial development specialists. 
There is 1 position of GS-4, 1 GS-5, 1 GS-7 and 2 GS-9’s. 

Mr. Orcuste. When you are called upon to go out and make an 
industrial survey of an area, it requires that you have a background 
in industrial development, people who have had experience with plant 
location, of the requirements of local water resources, and things of 
that sort, and it requires highly skilled and specialized individuals 
to do a creditable job in that field. 

Mr. Preston. I want to insert in the record page 17 of the revised 
justifications at this point. 

(The statement referred to follows :) 
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Area development program, additional 1956 fiscal requirements 


Number of 


positions Annual salary 


PERMANENT POSITIONS 
GS-16 Direct0Psncasd.0:006-<--0-5 
GS-15 Industrial development specialist ................-.-.-----.---------- 
GS-14 Industrial development specialist 
GS-13 Industrial development specialist ...._.____.- 
GS-12 Industrial development specialist 
GS-11 Industrial development specialist.....____- 
GS- 9 Business analyst 
GS- 7 Secretary 
GS- 6 Secretary 
GS- 5 Stenographer 
GS- 4 Stenographer 


Personal services: 
Permanent positions 
Excess 52-week base 





§ Printing and reproduction 
Celie SO SS 5 isis ds gies enna cncecacbcidgencacecatiobucse awe 
Supplies and materials 


TORE eee Sin ai dint onc an05esbaesecinaarsensSreatormne 


Sokal Oil Rt arse od ceclnin dna Gea ahabitedtbah acihignctlindeniiean ts | eed 


Mr. Orcuste. Mr. Chairman, these men are working with the na- 
tional industries, with industrial realtors; they are working with 
various State development committees and with local town develop- 
ment committees, and they have to be qualified men in that field in 
order to do an outstanding job. 

Mr. Preston. Mr. Thomas, any questions? 

Mr. THomas. I would like to see the green sheets for this organ- 
ear: There is nothing in the justification or of the printed 

udget. 

Mr. Preston. You mean in the regular budget ? 

Mr. Tomas. Yes. 


DEFENSE MOBILIZATION ACTIVITIES 


Mr. Tuomas. Mr. Chairman, I think you could save a lot of time 
and perhaps wrap this up in just a few minutes if you would do about 
90 percent of the talking. I would like for you to go into the trans- 
fer of the old National Production Authority; about 85 percent of 
the new utility of the organization has ceased to exist, in my judg- 
ment. We have—the component branch is gone, the wage and sta- 
bilization angle, the DPA and this group is doing many of the same, 
duplicate, functions. We have less than a half dozen critical ma- 
terials that are being allocated; and as far as planning for mobiliza- 
tion and so forth is concerned, we can plan for 100 years and each 
year the plan gets a little bit bigger, and then when the awful day 
comes; they usually throw them out the window and start afresh; 
that has been in national industrial reserve, machine tools and what 
you; the Army, the Navy, and the Air Force has got two or three 
hundred thousand tons of them. 
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What is your group doing now that is not being done by the crowd 
over in the Defense Mobilization ? 

Mr. Honeywetu. May I answer that? 

Mr. THomas. Yes. 

Mr. Honrywetu. We are doing that for the Office of Defense Mobil. 
ization, on their direction. 

Mr. Tuomas. What do you plan now in the amortization program; 
do you make the recommendations and they actually pass on it? 

Mr. Honryrwetn. Yes. 

Mr. Tuomas. How many such certificates have you issued for the 
first 6 months of the fiscal year 1955 ? 

Mr. Asuer. The present figure is approximately 50 per week, sir, 
but I have the figures here. 

Mr. Honrrwetu. We have acted on 2,700 in 15 months. 

Mr. Tuomas. In the last 15 months? 

Mr, Honerywetu. In the 15 months from October 1, 1953, to Jan- 
uarv 1, 1955. 

Mr. Tuomas. The budget officer indicated 50 a week so it is slow- 
ing down to a trickle. 

Mr. Honryrwe tr. It has slowed down from the operation in 1954, 
because many of these goals are closed; but we are reviewing thos 
goals toward further expansion as requests 

Mr. THomas (interposing). If we are to believe what we see in 
the papers, and what we hear—of course this is no time to completely 
fold up our tents and slip away—but I cannot see much use of con- 
tinuing this tremendous setup of 350 or 400 people on constant plan- 
ning, particularly when you have a lot of duplication with the Na- 
tional Security Council, and Mr. Flemming’s group. I have been 
looking at it too long. 

Mr. Honrywetzt. Mr. Thomas, I would like to repeat what I said: 
We are the workhorse for ODM. 

Mr. Tuomas. I do not know that you could get ODM to admit that. 

Mr. Honrrwetr. Of course I do not know what their testimony may 
be but I know that practically everything we do in this area is on 
written requests from them, and I believe we are quite clear on why 
we are doing it, and I assure you that what would appear to be 


GRADE DISTRIBUTION OF EMPLOYEES 


Mr. Tuomas (interposing). Do you have the green sheets on the 
organization ? 

Mr. Nretson. I do not have the green sheet. However, in the 
printed budget is a list of the particular jobs. 

Mr. Tuomas. They are in the present budget but not in the con- 
mittee print. 

Mr. Asner. They are in the supplemental. 

Here are the green sheets for 1956. 

Mr. Tuomas. Where are they? 

Mr. Asner. In the supplemental. 

Mr. Tuomas. Where is the supplemental ? 

Mr. Asuer. Two sets of green sheets, here [indicating]. 

Mr. Tuomas. I did not have this. What you passed out a while ago 
was the justification for the supplemental of $250,000 calling for 
30 employees. Now is this the same one? 
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Mr. Asuer. This is the same justification, and the green sheets are 
on the back of that, revision of the budget for the BDSA, beginning 
on page 19. 7 ‘ 

Mr. Toomas. Beginning on page 19? 

Mr. AsHer. Yes. 

Mr. Tuomas. Do you have a table here where this is digested ? 

Mr. Asner. That would be on page 7, I believe. 

Mr. Tuomas. Page 7. 

Mr. Asuer. Yes. 

Mr. Tuomas. Page 19. 

Mr. Preston. If you will look on the last page, Mr. Thomas, maybe 
that is it. 

Mr. Tuomas. No; that gives the average salary, 9.3. Where is your 
table showing your breakdown of grades, 15, 14, 13, 12, and 9—it is 
not necessary to go down below that. 

Maybe you can right quick give us the information? How many 
supergrades, how many 18’s do you have in your entire division ? 

Mr. Honeywetu. One. 

Mr. Tuomas. GS-17, can you pick that out from the green sheets ¢ 

Mr. Nretson. Nine, I believe. 

Mr. THomas. Ninein17. Now 16? , 

Mr. Honreywetu. There are a total of 28 of the supergrades. 

Mr. THomas. How many 15’s?' Twenty-eight supergrades of the 
total number of how many ? 

Mr. Honrywe t. 859. 

Mr. Toomas. Out of a total of 859? 

Mr. Honreyrwe tw. 859 is the grand total. 

Mr. Tuomas. What I am trying to get is the total number of super- 
grades and then coming down from 16, 15, 14, 18, 12, and 11. You 
do not have to go below 11. 

Mr. Asuer. I do not have that right before me. 

Mr. Tuomas. Well, you need not delay everybody but when you 
get back to your office, phone the information and give it to the clerk. 

Mr. Honrrweu. We will be very glad to do that. 

(The information requested follows :) 


Number of positions 


1956 Difference 











MATERIAL ALLOCATIONS 


Mr. Tuomas. What material are you allocating now ? 

Mr. McCoy. Only one now, titanium. 

Mr. Tomas. How many people have you got in that division in 
allocation of materials ? 
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Mr. McCoy. How many? 

Mr. Tuomas. Yes; how many people do you have in that division 
engaged in the allocation of materials? 

Mr. McCoy. Probably only one man allocating materials now, ti- 
tanium. With respect to other allocations, we do not do any allocation 
for civilian use. e do some priorities, assistance work as mentioned 
for military and atomic energy, but that is not allocation. 

Mr. Tuomas. You do not have any allocation now ? 

Mr. Honerwett. That is right. These are directives to expedite 
delivery of critical items. 

Mr. Tomas. You have a chart here that would be very valuable 
to the committee, and would be valuable to your own organization 
if you develop it further. 

urn to your chart here and give us some idea of what all of these 
people are doing. For instance, take this chart and revise it and set 
out the units. 

Mr. Honeywe tt. Yes. 

a Mr. Tuomas. And give us the number of employees by grade in each 
ivision. 

Mr. Honeyrwe.u. We will be very happy to do that. I can give 
you the total number in the different divisions now. 

Mr. Tuomas. How many people do you have in your automotive 
division ? 

Mr. Honerwe t. In the automotive division, 11. 

Mr. Tuomas. What are they doing? 

Mr. Honeyrwe.u. They are working primarily today on control leg- 
islation and regulations which would apply to the automotive industry 
in the event of an emergency. 

I just left them to come up—— 

Mr. Tuomas (interposing). Mr. Honeywell, we have been doing 
that same planning since 1945, year after year, over 9 years. Now 
what could we possibly have in the way of advance planning during 
those 9 years that we do not have, or did not have, this first year? 

Mr. Honerwe.t. On January 1, 1953, all of the control materials 
in the CMP of the National Production Authority were dropped com- 
pletely and a new control system, under the defense materials system, 
DMS, was established, and it is in the Congressional Record, as you 
will find, on that date. 

Mr. Tuomas. You see, Mr. Honeywell, the crowd sat around over 
there and there was not enough business to keep them busy in the 
Department of Commerce. 

Mr. Honrywe.. (interposing). Now, the Production Author- 
it 
Me. Tuomas (continuing). And for at least 6 months they did not 
have enough crossword puzzles to keep them all busy. 

Mr. Honeyrwe. Well, sir, that was just ahead of my day. 

Mr. Tuomas. It was long before you got there; there is no question 
about that. And now we check up here with a division with 35) 
people in it and what is to be done outside of more advance planning 
that has not been covered and covered and covered and covered, year 
after year? I donot know. 

Mr. Honerwett. Mr. Thomas, may I call your attention to the 
fact that there is nothing static in industry; automobile companies 
come and they go and you are constantly revising all of your controls. 
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Mr. Tuomas. What do you mean, they come and go? 

Mr. HonreyrweE tt. Well, they merge, perhaps. 

Mr. Tuomas. Well, two or three of them liked to have gone last fall. 

Mr. Honerwe.ut. What I am trying to explain to you is the fact 
that all of the allocations of wartime activity shift with every merger, 
with every change in industry, 


FIELD SERVICE 


Mr. Tuomas. Now, what is this group doing over here, of about 
300 men ? 

Mr. Honerwe t. In the field service? 

Mr. Tuomas. Yes. I read here: (f) 1,948,000, approximately $2 
million for the operation of the field service which consists of 33 
field offices which, with the assistance of local cooperation offices, are 
the—— 

Mr. Orcustz. They are chambers of commerce serving as coopera- 
tive offices. 

Mr. Tuomas. All right. Why not just call them that? 

Are the medium through which the information and service of the Depart- 
ment are made available to the business community on the local level. 


What services and what information is made available at the local 
level ? 


For gathering information on local business trends and development for use 
of the Department and other agencies. 


Now, what in the world has the Department got to do, going to 
make use of this stuff that the local community is not? 


For providing services for the Bureau of Foreign Commerce on export and 
import operations, including guidance on regulation and restrictions in effect 


here and abroad. 
Two hundred and eighty employees. 


Mr. Honreywe... I would like to have Mr. Wyatt explain that, Mr. 
Chairman. 


Mr. Toomas. Very well. 

Mr. Wyarr. The Field Service is that branch of the Department 
of Commerce which implements and makes more effective the pro- 
grams of the various Bureaus and offices of the Department. It 
brings to the business community the various types of information 
and services made available for business and interprets for business 
the practical uses of this assistance. 

Mr. THomas. What information ? 

Mr. Wyatt. The information available in the BDSA, the Office of 
Business Economics, the Bureau of Foreign Commerce, the Bureau 
of the Census, the Bureau of Standards, etc. 

Mr. Tuomas. Is not that sent through the mail? 

Mr. Wyart. No. 

Mr. Honeywe.u. Well, after requests only. 

Mr. Wyartr. After requests only. There are a great many busi- 
nesses throughout the country which needs this information in order 
to assist them in their operations. 

For instance, on marketing today, we are coming into a buyer’s 
market. The businessmen of this country have got to find new mar- 
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kets; and they have also got to find new products in order to absorb 
the ever-increasing labor surplus. 

Mr. THomas (interposing). Now, what are you going to do about 
3 or 4 men sitting in X-City. What are they going to do? 

Mr. Wyarr. We are an integral part of the community, or I should 
say, our field office managers are an integral part of the community; 
they are well known in the community as sources of this information 
for all such organizations that are active in the field of marketing. 

Mr. THomas. What information do you have available to them? 

Mr. Wyartr. What information? 

Mr. Tuomas. Yes. 

Mr. Wyarr. The census, the application of the use of census mate- 
rial is a very important thing to anybody looking for 

Mr. Tuomas. <All right, they can write a 3-cent letter to the Census 
Bureau. 

Mr. Wyarr. No, sir. I will tell you the format in which this 
material comes out—if you have ever seen the mass of census figures 
you understand that for those people who are not trained in marketing 
and who do not have the money to go out and hire a marketing 
research organization to do their job, as a lot of them are not in this 
country, it is necessary to show them how they can take this informa- 
tion and determine—— 

Mr. Tuomas. Now you have how many offices ? 

Mr. Wyartr. Thirty-three. 

Mr. Tuomas. And I presume they are in 33 of the largest cities of 
the United States? 

Mr. Wyatt. Yes, for the most part. 

Mr. Tuomas. The chambers of commerce in each one of those cities 
have tremendous organizations. 

Mr. Wyatt. The chambers of commerce call on us for a great deal 
of assistance; in fact, the United States Chamber of Commerce last 
December stated that this operation was one of the greatest outstand- 
ing examples of cooperation between Government and industry, and 
they noted the value of this service was one that was being brought 
to the grassroots, to every small town in the country, through the 
cooperative offices with which we work. 

Mr. Tuomas. What you are saying now is that this marketing 
specialist—and that is what we are dealing with—is gong to take this 
information and interpret it to the different businessmen; is that it? 

Mr. Wyarr. That is right, so far as that part of the operation goes. 

Mr. Tuomas. Well, I have looked over a lot of forms in the last 2 or 
3 days and a lot of them need to be interpreted to me, too. 

Mr. Wyarrt. I would like to also state, Mr. Thomas, that 60 percent 
of the business is in the foreign-trade field. We have foreign-trade 
specialists who, as you read out of the statement there, are very neces- 
sary in many parts of the country. We are finding now that in the 
inland cities there is a great deal of interest being developed in foreign 
trade, and they call on our field offices for all kinds of information. 

Mr. Tuomas. Why in the world do we have that staff over in the 
State Department, all over the world? Are you going into their field? 

Mr. Honeyrwetu. They are not in Kansas. 

Mr. Wyarr. This is entirely separate from that. The domestic 
businessman—— 
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Mr. Tuomas. No further questions. 

Mr. Preston. Any questions, Mr. Clevenger ¢ 
Mr. CLevenGcerR. No questions. 

Mr. Preston. Mr. Horan? 

Mr. Horan. No. 

Mr. Preston. Pardon me, Mr. Yates? 


PRESENT COMMODITY CONTROLS 


Mr. Yates. May I get some information on the type of control 
planned? What controls are in existence now ¢ 

Mr. Wyartr. That is not in my field. 

Mr. Yates. Well, I addressed my question to somebody. 

Mr. Honeywe. I will be glad to try to answer it. 

Mr. Yates. Yes. You stated that it was your responsibility and 
you are going to do some planning on controls. 

’ Mr. Honwywetn. That is right. There is only one commodity today 
that is being allocated or controlled and that is titanium. 

Mr. Yates. Nickel is not being allocated ¢ 

Mr. Honrerwewu. No. 

Mr. Yates. Well, should it not be allocated / 

Mr. Honrywetu. We do not believe so. Nickel was decontrolled in 
November of 1953. The availability of nickel to the civilian economy 
is determined by the take of nickel for the military and stockpile. 
Whatever is left is available to the civilian economy to be distributed 
by normal channels and not by direction from the Government. 

Mr. Yates. Is this true with respect to all other metals, except 
titanium / 

Mr. Honreywe tu. Practically, sir. There are a few that are not 
in common use. 

ALUMINUM 


Mr. Yates. The Small Business Committee, of which I am a mem- 
ber, is proposing to undertake hearings within the next couple of 
weeks on the question of the withdrawal of aluminum from small 
business people. 

Mr. Hontyweiu. By whom? 

Mr. Yates. By companies that make aluminum. There is appar- 
ently a shortage of supply. 

Mr. Honeyweww. That is correct. 

Mr. Yates. And our Small Business Committee has received a num- 
ber of complaints 

Mr. Honrywewu. That is correct. 

Mr. Yates. The small business people are being deprived of not 
only what they had received in the past, but that the large companies 
are taking more and more of this material themselves. Has the De- 
partment of Commerce received any complaints on this matter / 

Mr. Honeryweuu. We have received many. 

Mr. Yates. What have you done about it ? 

Mr. Honrywetu. It was on our study and recommendation to the 
Office of Defense Mobilization that 150 million pounds of additional 
aluminum was made available to the civilian economy in order to meet 
the developing shortage. ' 

Mr. Yarrs. Was this taken from the stockpile ? 


619225546 
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Mr. Honerweww. No, it was not from the stockpile. 

Mr. Yates. Where was it ? 

Mr. Honeywett. It was in the hands of producers who had—may 
J go at it a little bit differently ? 

Mr. Yates. Certainly. 

Mr. Honrywe.u. Aluminum contracts with the Government. are 
under the Defense Production Act and the Government ay call for 
delivery to stockpile such aluminum as, in our judgment, it will require. 
They did not place a call for 150 million pounds, if I may put it that 
way 
Mr. Tuomas. I don’t care what it amounts to; in other words, they 
took just that much from the factory ¢ 

Mr. Yares. Did they stockpile—— 

Mr. Honryrwewu. That was available to the stockpile, and they had 
orders to take it. 

Mr. Tuomas. They had already ordered it ? 

Mr. Honrrwe.. The basic contract in which the producer must 
supply to the Government such quantities as the Government requests, 
and they have the authority to adjust that from time to time. 

Mr. Yates. All right. You have diverted, you state, diverted some- 
thing like 150 thousand pounds—— 

Mr. Honeywe tz. 150 million. 

Mr. Yates. Yes, to the civilian economy. What do you do to 

Mr. Honrrwetu. We do not believe in controls: we urge the pro- 
ducers and distributors to use the format pattern of requirement and 
see that there is equitable distribution made. We do not control, 
pound for pound, the distribution of aluminum. 

Mr. Yares. Do you check at all to determine how aluminum flows 
to the trade? 

Mr. Honeyrwetu. Yes, particularly when we have complaints. 

Mr. Yates. Well, you have had complaints and have you decided 
that nt was any basis for the complaints of the small-business 
people ? 

Mr. Honryrwett. In a few instances, possibly, but in every case we 
have contacted the supplier to get his cooperation, to make sure that 
equity is done in the distribution of the product. 


NICKEL 


Mr. Yates. What about the nickel program; has the same thing 
been done there? 

Mr. Honryrwe.u. Yes. 

Mr. Yates. Have you diverted nickel from the potential source of 
the stockpile to the civilian economy ? 

Mr. Honerywe tt. Starting on Fubrasicy 1, there was 1 million 

ounds of nickel diverted to civilian use per month and not taken 
into the stockpile. 

Mr. Yates. And did you make any investigation to determine 
whether all the segments of our economy, including the small busines 
people, were receiving a fair share? 

r. HonEYwELL. Yes, sir. 
Mr. Yates. Did you determine that they were? 
Mr. Honrywe... To a very substantial extent they were, and we 
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called attention to the distributors where there seemed to be some dis- 
parity, but nickel, as I said before, is not on the control list. 

Mr. Yates. That is because you are opposed to controls ? 

Mr. HonErweE.u. Yes. 

Mr. Yates. That is why it is not on the control list. 

Mr. Honeywe.u. That is right. 

Mr. Yates. Is the same true with respect to copper ? 

Mr. Honrerwe ... Yes, sir. 

Mr. Yates. You dothe same thing there ? 

Mr. HonrrweE.u. The same thing. 


SURVEY OF RESIDENTIAL VACANCIES 


Mr. Yates. Your justification states that among the industries that 
you are supervising is the huge construction industry, and that you 
propose to conduct annual sample field surveys to obtain current resi- 
dential vacancy rates and characteristics of vacant structures by 
regions, for 15 metropolitan areas, and for the United States. If you 
are doing this, why does the Bureau of the Census ask for $500,000 
for an intercensal housing survey ? 

Mr. Preston. Will the gentleman yield ? 

Mr. Yares. Yes. 

Mr. Preston. The same question has already been asked on the 
record. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Yates. All right, I will be glad to read it in the record. 

That is all, Mr. Chairman. 

Mr. Preston. Thank you, gentlemen. 


Trourspay, Aprin 28, 1955. 
OFFICE OF BUSINESS ECONOMICS 
WITNESSES 


CARL F. OECHSLE, DEPUTY ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

M. JOSEPH MEEHAN, DIRECTOR 

JAMES W. McNALLY, ASSISTANT DIRECTOR 


SALARIES AND ExpEeNseES 


Amounts available for obligation 


1954 actual | 1955 estimate | 1956 estimate 


| 
Appropriation or estimate (obligations incurred) i walascheadadaces $900, 000 | $1, 000, 000 
Comparative transfer from ‘‘Salaries and expenses, Bureau of 
Foreign and Domestic Commerce’’: 
Direct obligations $911, 945 ‘ks 
Reimbursable obligations. ---...-..-...----------------- ~<] | | ae eae ee 


Total obligations | 935, 832 | 


| 
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Obligations by activities 


Description | 1954 actual | 1955 estimate | 1956 estimat, 


. Preparation of national income and product data____...._-_| $254, 600 $254, 600 $335, 475 
. Measurement and analysis of current and long-term | 
business trends____- 369, 232 345, 000 | 364, 125 
. Computation of the balance of international oe 1yments of 
the United States - oe a 217, 000 | * 209, 000 | 209, 000 
. Executive direction. ___-- ~ es sl 95, 000 | 91, 400 | 91, 400 


Total obligations Sen ; bihdeaka 935, 832 | 900, 000 | 1, 000, 000 





Obligations by objects 





Object classification 1954 actua] | 1955 estimate | 1956 estimate 


Total number of permanent positions. 160 137 
Average number of all positions. 136 
Number of employees at end of year 136 


Average salaries and grades: 
General schedule grades: 
Average salary -- : Desi 
Average grade__-_ pia wane : GS-8.2 | 





Personal services: 
Permanent positions-- -- $807, 045 $769, 529 | $859, 183 
Regular pay in excess of 52-week base - -- : 3, 116 2, 971 | 3, 317 


Total personal services..............-...-.-- . 810, 161 | 772, 500 862, 500 


Travel. a Rae, ; - 2, 064 2, 000 | 2, 000 
Transportation of things_- : ss 66 25 25 
Communication services- - 12, 333 11, 500 11, 000 
Printing and reproduction- - -- ; 75, 865 84, 726 95, 226 
Other contractual services_ - 4, 822 7, 000 7, 000 
Services performed by other agencies-._- a 27, 500 | 20, 000 20, 000 
Supplies and materials__-- Ps 2, 677 2, 000 
Grants, subsidies, and contributions -- 90 7 ; 
Taxes and assessments. .-__- : og 254 ¢ 249 


Total obligations i acer : 935, 832 900, 000 1, 000, 000 


Analysis of expenditures 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward _ _- wp inyremetn peughcsssa : wea $27, 000 
Obligations incurred during the year-. pre etsbommee eh oan the wal $900, 000 | 1, 000, 000 


on 900, 000 L 027, 000 
Obligated balance carried forward - 2 —27, 000 —30, 000 








Total expenditures 








Expenditures are distributed as follows: 
Out of current authorizations_ -- See. oe ; 970, 000 
Out of prior authorizations____-_-_- oe nage 3 b-. fot Jee Sh op ae os 27, 000 





Mr. Preston. The committee will come to order. 

The next item is the Office of Business Economics, found at page 78 
of the committee print and page 704 of the justifications. 

For fiscal year 1956 the request is in the amount of $1 million. 

Mr. Meehan, will you speak to this item ? 
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GENERAL STATEMENT 


Mr. Mrenan. Yes, sir. I have a statement which I would like to 
submit for the record. 

Mr. Preston. We shall be glad to receive it. 

(The statement referred to is as follows :) 


GENERAL STATEMENT FOR THE HOUSE APPROPRIATIONS SUSBCOM MITTEER, 
BY M. JOSEPH MEEHAN, DIRECTOR, OFFICE OF BUSINESS ECONOMICS 


To carry forward the program of the Office of Business Economics for the 
fiscal year 1956 a total of $1 million is requested. This represents an increase of 
$100,000 over the amount we have for the current fiscal year, 1955, and would 
provide for an average employment of 155, an increase of 22 over our average of 
133 for the current fiscal year. As Assistant Secretary ‘eetor pointed out in his 
statement, this would represent a partial restoration of the level of activity for 
the Office of Business Economics, since our annual budget prior to fiscal 1954 was 
in excess of the amount which we are requesting for fiscal 1956. 

The Office of Business Economics’ main function is to provide basic economic 
measures of the national economy—along with current analyses of short-run 
changes in the economic situation and business prospect—and concurrently to 
develop the national income accounts that were originated in this Office. The 
latter include the national income, the gross national product, personal income 
and expenditures, and the balance of international payments. Of equal impor- 
tance is the corollary job of packaging and presenting to business and Govern- 
ment these facts so necessary for attaining the objective of expanding business 
and improving the operation of the economy. 

The additional funds requested for fiscal 1956 for the Office of Business Econ- 
omics are needed to finance the cost of incorporating into the national income 
accounts new data which will become available from the 1954 Census of Business 
and Census of Manufactures. The large volume of basic statistics being made 
available from this source requires extensive processing to mesh the new facts 
promptly into our detailed national accounts. 

The requested increase of $100,000 will permit OBE to do the work of assimila- 
tion speedily, so that this important source of business guidance may continue 
to be as accurate as possible. Otherwise the new census data cannot be incorpo- 
rated into our national income accounts without a lag which would result in 
witholding from business and Government agencies highly useful facts available 
from the large-scale census enumerations. Without the requested appropriation, 
we cannot do the job in fiscal 1956. Our inability to do this essential task results 
from the fact that the staff of the Office of Business Economics in recent years 
has been reduced substantially. 

National income and product data are in very wide use since they provide the 
framework for most economic analyses, both by Government and by business 
firms. Such analyses are used in many cases as guides to business and Govern- 
ment policy decisions which involve considerable outlays of money. Our data 
should be as good as they can be made, and the budgetary resources provided 
should be adequate for the purpose. The resources which we have are not suffi- 
cient, and we are very conscious of the deficiencies which result therefrom. 

I should like to make very clear that I am not talking of statistical collection, 
since we derive our basic data from many other agencies, including the Bureau 
of the Census, the Internal Revenue Service, the Department of Agriculture, the 
Securities and Exchange Commission, and the Federal Trade Commission. It is 
absolutely necessary that OBE continuously appraise and compare data as they 
are obtained, evaluate their consistency within the framework of the national 
accounts, and have the resources required to adapt them as necessary to meet 
the needs of national income and product measurement. This is a very large task 
and responsibility, one requiring detailed and patient investigation by an experi- 
enced professional staff. 

This type of work is inevitably time consuming and the period required for 
processing of new data, such as the postwar censuses which were fully incorp- 
orated into the estimates only last year, can be shortened only by additional staff. 

The incorporation of data from the 1954 Census of Manufactures and Census 
of Business into the national accounts is a task of major proportions which can- 
hot be handled by our present staff. It involves the calculation of benchmark 
estimates for many important components of the product and income flow. 
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More than one-half of the estimate of total gross national product is based 
upon data that are derived from the manufacturing and business censuses. The 
principal items involved are personal consumption expenditures for commodi- 
ties ($149 billion in 1954), personal consumption expenditures for services ($85. 
billion), and purchases of producers’ durable equipment ($22 billion). 

As just one example, the increased appropriation will be used to derive personal 
consumption expenditures. The Census of Manufactures is used mainly to obtain 
the initial segregation of consumer goods at the manufacturing level. The Busi- 
ness Census is used mainly for tracing the commodities so segregated through 
wholesale and retail channels and to calculate the various adjustments needed 
to convert the value of manufacturing production into estimates of the value 
of consumer purchases. The calculations are carried through utilizing the con- 
modity and industry detail of the censuses, both to increase the accuracy of 
the estimating procedure and to obtain estimates of consumer purchases in the 
breakdown desired by the business community and other users of the national 
product data. 

Our Business Structure Division each month reports on business inventories— 
for all manufacturers, wholesalers, and retailers. The Census enumerations 
will make available a large body of statistics on inventories held by noncorporate 
manufacturer’s and retailers, and of wholesale inventories by type of opera- 
tion. All of these basic statistics will need to be incorporated into our inven- 
tory measures through extensive statistical calculations. Similarly, the data 
on capital expenditures on plant and equipment by detailed industry obtained in 
the Censuses of Minerals and Manufactures will need to be processed for the 
quarterly and annual measure of this important field of capital investment. 

I should like also to stress that OBE is basically engaged in economic analysis, 
and that the primary reason the national accounts data are wanted is to make 
such analysis possible, both by OBE and by others. OBE carries the responsi- 
bility for general economic analysis within the Department of Commerce and 
a major share of the responsibility within the Federal Government and the 
country as a whole. The results of our investigations are provided to the public 
mainly through the Survey of Current Business and its supplements. The im- 
portant National Income and Business Statistics supplements are well known 
among OBE publications which are very widely used as business guides. 

It is essential that the work on the national income accounts outlined in the 
materials accompanying this statement be accomplished. To the extent that 
more facts of basic importance are provided by the Office of Business Economics, 
the work of such agencies as the Council of Economic Advisers, the Congressional 
Joint Committee on the Economic Report, and the Advisory Board for Economic 
Growth and Stability will be advanced, and a better basis laid for Government 
policy determination. 

At the same time, the Department of Commerce will be able to make available 
to the business community a larger volume of the reliable economic intelligence 
for which business relies upon OBER, and which it regularly employs to broaden 
markets and speed economic expansion. 


Mr. Preston. You may proceed. 

Mr. Mrenan. I shall summarize the statement briefly. 

Mr. Preston. Very well. 

Mr. Mernan. This request for the Office of Business Economics is 
for $1 million to carry on the program of providing basic economic 
measures of the national economy and developing the national income 
accounts, including the national income, the gross national product, 
personal income and expenditures, and the balance of international 
pavments. 

This $1 million represents an increase of $100,000 over the amount 
which we have for the current fiscal year. The increase would permit 
an increase in the number of our positions by 24 and an increase 1n 
average employment of 22. 

The need for this increase results from the fact that we shall have 
from the Census of Business and Census of Manufactures, which are 
being taken this year, a new body of data which should be incorpo- 
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rated in the national accounts, and we are requesting the increase of 
$100,000 for this purpose. 

As you know, the national accounts are built up from a very wide 
body of data which are produced in various segments of the Govern- 
ment and elsewhere, but these particular census enumerations, the data 
from which will become available this year, are a very important 
source. 

It is important that we keep these accounts of the national income 
and of the gross national product in accurate form, because of the tre- 
mendous use made by Government and business of these measures. 
We feel it is essential that we have this additional amount in order to 
incorporate the new data into the accounts. 

This increase is essential, in my judgment, to do the job properly. 
If we do not get the increase we will necessarily be very slow in in- 
corporating these new data into our accounts, and the accounts will 
not be as accurate as they should be. 


REQUEST FOR ADDITIONAL PERSON NEL 


Mr. Preston. This $100,000 is to employ additional people ? 

Mr. Meenan. Yes; it is to employ 22 additional people to do the 
necessary work to incorporate these data into our national income 
accounts. 

Mr. Preston. Permanent employees? 

Mr. Meenan. Permanent employees. 

Mr. Preston. And it is due to the fact that new data is available? 

Mr. Mrenan. It will become available during the next fiscal year. 

Mr. Preston. Why are they permanent employees, then ? 

Mr. Meenan. The explanation requires that we review the fact 
that our operations have been substantially reduced in recent years. 
As a result, we have not been able to do the job we should do on these 
basic economic measures. With the employees we had 2 or 3 years 
ago it would have been possible for us to carry on these accounts, 
incorporate the additional] data in them and do the job; but with 
the reduced force we have at the present time it will be impossible 
for us to do so. 

Furthermore, the vast importance of these accounts means that 
we have to, in my judgment, do a better job of measurement. There 
are certain deficiencies in the measurements which will continue to 
exist unless we have a higher staff on a permanent basis. 

Mr. Tuomas. May I interrupt for a moment? 

Suppose the activities of the Census Bureau and several other 

agencies in the Department are not increased during 1956, how would 
that affect your budget estimate ? 
_ Mr. Meenan. It would not affect our estimate, because our estimate 
ls based on appropriations already made. The Census Bureau is 
getting the data at the present time and consolidated returns will flow 
to us under the existing Census appropriation. 

Mr. Tuomas. Are you in any different position this year than you 
Were In 1954 and 1955, then ? 

Mr. Mrenan. Yes; because in 1954 and 1955 we did not have this 
tremendous body of data coming from Census. 





Mr. Tuomas. You had a little bit more in 1955 than 1954. It is 
coming in now. Perhaps you will not have as much in 1956 as ip 
1955. 

Mr. Meenan. We will have a great deal of additional information 
coming in during fiscal 1956 because the results of these complete 
census enumerations will be available in 1956, and that will be the 
first time we will have had this body of data since the last census 
enumerations taken 5 years ago. 

Mr. Preston. Mr. Meehan, would the country know any difference 
if we were to cut this appropriation by 50 percent ? 

Mr. Meenan. It would make a very substantial difference, becaus 
here is where you measure the total output of the economy, the out- 
put in all its parts. Here is where you measure the total income. 

Mr. Preston. Business gets all that information from Census. 

Mr. Mernan. No; business does not get all that information from 
Census. The Office of Business Economics is the only place, Mr. 
Chairman, where all these materials are put together to measure the 
national revenue and gross national product. 

Mr. Preston. You are reflecting on the Census Bureau now. 

Mr. Meenan. I am in no sense reflecting on the Census Bureau, 
which is doing a wonderful job of collecting tremendous amounts of 
data, and they are getting the figures in comprehensive and accurate 
form. However, the Census Bureau does not put the national income 
and gross national product accounts together. The Office of Business 
Economics is solely responsible for the completion of the national 
accounts. 

NATIONAL ACCOUNTS 


Mr. Preston. What do you mean by the “national accounts” ? 

Mr. Meruan. We have a two-entry system of national bookkeeping. 
On one side we have the total output of the ecenomy, what we call the 
gross national product, which is running at the annual rate of $36! 
billion in the first quarter. That national output is made up of pro- 
duction and distribution, and is broken down into several major parts, 
of which the largest single part, as I pointed out in my opening 
statement, represents the volume of consumption. This represents 
for commodities a total of $149 billion and for services of $85 billion. 

We have the accounting of those personal consumption expendi: 
tures broken down in about 100 broad groups, such as food, clothing, 
and so on. 

The next biggest segment of the account is the investments in the 
country, which is also broken down into the major forms of invest: 
ment. 

We measure the net flow of commodities and services across inter: 
national boundaries and also the segment that is represented by the 
Government. On one side we have the total output, and on the other 
side the total income flow generated in that production. There is the 
national income; and there is the breakdown of the personal income 
flow which we get out every month. 


GRADE DISTRIBUTION OF ADDITIONAL PERSONNEL REQUESTED 


Mr. Preston. I think that answer is sufficient. Do you have 3 
breakdown of the grades of these additional people you are seeking! 
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Mr. Mrenan. Ihave. There are 24 positions which are distributed 
between two divisions, and I shall be glad to give you the breakdown 
of the positions. We have asked for 18 positions for the National 
Income Division and we have asked for 6 positions for the Business 
Structure Division. Those represent an increase of 24 positions but, 
as I said before, we are asking for an appropriation sufficient to in- 
crease the average employment by 22. 

The distribution, by grades, of the 24 positions is as follows: 


Grade: Number | Grade: 


, Preston. All right. Any questions? 

. Tuomas. No questions. 

:, Preston. Mr. Yates. 

Yates. No. 

‘, Preston. Mr. Clevenger / 

*, CLEVENGER. No questions. 

‘:, Preston. Mr. Bow? 

. Bow. No. 

', Preston. Mr. Horan? 

. Horan. No. 

. Preston. Thank you, Mr. Meehan. 
Merenan. Thank you, Mr. Chairman. 


Tirurspay, Apri 28, 1955. 
BUREAU OF FOREIGN COMMERCE 
WITNESSES 


SAMUEL W. ANDERSON, ASSISTANT SECRETARY FOR INTERNA- 
TIONAL AFFAIRS 

GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 

MARSHALL M. SMITH, DEPUTY ASSISTANT SECRETARY FOR INTER- 
NATIONAL AFFAIRS 

OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

JOHN C. BORTON, DIRECTOR, OFFICE OF EXPORT SUPPLY 

REX ANDERSON, EXECUTIVE OFFICER, BUREAU OF FOREIGN 
COMMERCE 

NATHANIEL KNOWLES, ACTING DIRECTOR, BUREAU OF FOREIGN 
COMMERCE 

E, E. SCHNELLBACHER, DIRECTOR, OFFICE OF INTELLIGENCE AND 
SERVICES 


Mr. Preston. The committee will come to order. 

The next matter for consideration by the committee is to hear the 
Assistant Secretary for International Affairs, Mr. Samuel W. Ander- 
son, who will make a statement at this time. Do you have a prepared 
statement, Mr. Secretary ? 
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GENERAL STATEMENT 


Mr. Samuet W. Anverson. I do, but it seems to me in view of the 
time limitation of the committee it might be well to insert it in the 
record. 

Mr. Preston. Very well. Your prepared statement will be inserted 
in the record at this point. 

(The statement referred to is as follows :) 


GENERAL STATEMENT BY SAMUEL W. ANDERSON, ASSISTANT SECRETARY FOR 
INTERNATIONAL AFFAIRS 


When I appeared before this committee last year, I urged a substantial increase 
in the appropriations for the Bureau of Foreign Commerce. While the Congress 
did not meet our request in full, it did take an important first step towards 
restoring the basic service to business functions of the Bureau of Foreign 
Commerce, 

Now, we are not asking for an appropriation for fiscal year 1956 to increase 
the level of activity over that authorized for this year. Our request is rather 
that sufficient funds be made available so as to support on an annual basis the 
program levels which will be attained by the end of this fiscal year. 

We view the coming fiscal year as a period of consolidating the gains author- 
ized by the Congress, rather than of a year for taking another forward step. 

The Secretary’s decision to maintain present levels for another year results 
from our experience during the past year. Our aim has been to secure qualified 
personnel even at the expense of some delay in achieving our program objectives. 
As a result, we have not been able to hire personnel as rapidly as we had hoped. 

It will, therefore, take us longer than we had anticipated to obtain the maxi- 
mum advantage from the levels of employment which we expect to reach by the 
end of the fiscal year. 

Moreover, we are increasingly feeling the effect of the decreases in the level 
of foreign economic reporting by the Foreign Service of the United States which 
resulted from the decreases in Foreign Service appropriations over the last sey- 
eral years. As the committee is aware, we are necessarly dependent upon the 
Foreign Service for reports on those questions which are of interest to the 
American business commmunity. Until the commercial reporting services of 
the Foreign Service can be substantially strengthened, we cannot expect to im- 
prove and extend our service to business program measurably beyond the levels 
which we will achieve at the end of this year. We, therefore, expect to devote 
considerable attention to working with the Department of State during the 
coming fiscal year to increase the quantity and improve the quality of the report- 
ing of the Foreign Service on which our business service program relies. 

Given the nature of our appropriation request for this year, my appearance 
before this committee is in the nature of a progress report to the committee on 
what we have been able to do with the increased financial support which the 
Congress allowed us for this fiscal year. In assessing our accomplishments of 
the past year, we must of course recall the purposes for which we sought an 
expansion in our appropriations. Basically we stressed the provision to business 
of a larger volume of up-to-date information. 

The two most important services which the Government can perform for 
private business in the foreign trade and investment field are: (1) to establish 
a realistic, stable foreign economic policy; and (2) to provide a reasonably ade 
quate volume of relevant information. The importance of the first service which 
involves implementation of the President's program is, I believe, generally un- 
derstood. We are. however, sometimes inclined to forget that the provision of 
adequate information is also of great importance to the effective realization of 
our policies. 

Our free-enterprise system is based upon the willingness of business to assume 
risks. Increasingly, this has meant that for our system to work, businessmen 
must take calculated risks based upon the very best information available, 
rather than that they should take a leap into the dark. 

As a consequence, there has been developed in this country the most detailed 
body of economic information relating to the domestic scene. Amassing this 
information is the job of many agencies, both private and public. Chambers of 
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commerce, trade associations, business counselors, State and municipal gov- 
ernments, all do their share in keeping the American business community well 
informed as to domestic conditions affecting business in general and specific in- 
dustries and regions. Despite all this activity, it is nevertheless still necessary 
for the Federal Government to undertake a large business information service 
for the domestic field. 

When operating abroad businessmen need even more information and find 
it much harder to come by. They are handicapped by language barriers, by 
differences in legal and other institutions and by the fact that few countries 
have official or private publications presenting information about their econo- 
mies in anything like the detail timeliness, variety and accuracy which we are 
accustomed to at home. Business therefore finds that it cannot obtain the in- 
formation it needs to export, to import, and to invest abroad solely through its 
own resources. It needs governmental assistance to an even greater degree than 
when operating at home. 

The services of the Department of Commerce are especially necessary to 
smaller businesses which lack the knowledge and experience sometimes present 
in larger organizations. While the great bulk of our services is thus for small 
business, there are few, if any, large business organizations in the United States 
which do not come to us fer help at some time in the course of the year. 

When I was before this committee last year, I stressed the importance of 
strengthening the general economic and commercial intelligence work of the Bu- 
reau from which is derived most of the information which businessmen need. 
Despite the fact that our rate of hiring was slower than we anticipated, and 
despite the obstacles resulting from inadequate Foreign Service reporting, we 
have already substantially improved our performance in this field. 

The Department of Commerce, through our Washington and field offices, 
handles upward of one-half million inquiries on foreign trade and investment 
during the course of a year. In the last year, we have ecme substantially closer 
to the goal of providing adequate timely information in answer to those inquiries. 

Our most important tool in this respect has been our expanded publications out- 
put. As the committee, I belie,e, knows, the publication of information in 
Foreign Commerce Weekly and in more specialized reports is by far the most 
economical method at our disposal for satisfying the legitimate needs of business 
for information. 

Over the last year, we have continued to improve the content and format of the 
Foreign Commerce Weekly. As a result, the subscriptions have increased from 
8,386 at the beginning of the fiscal year to 9,038 at the end of March. I regard 
the subscription figure as an important index of the satisfaction of the business 
community with our informational services. Foreign Commerce Weekly has the 
largest subscription list of any periodical, Government or private, in the foreign 
trade field. In additioin, the mater‘al nublished in the Weekly receives a vast 
amount of secondary circulation by duplication in the trade press, in bank circu- 
lars, and in the bulletins of business organizations. 

At the same time, we have instituted a World Trade Information Service to 
provide the type of information formerly carried in the international part of 
the Department’s Business Information Service. This service is divided into 
five parts to facilitate its sale on a subscription basis which of course makes for 
more economical handling of funds than the sale of individual numbers. At 
our request, the Superintendent of Documents is charging a subscription rate 
somewhat higher than the customary in the case of Government publications. 
This series is of course more specialized than the Foreign Commerce Weekly. 
It has been in existence only since November 1954. Our subscriptions already 
number 2,069 or over 6 times the subscriptions to the Business Information 
International Trade Series. 

During this fiscal year, we have succeeded in approximately doubling the 
amount of information of the kind published in this series as compared with the 
previous fiscal year. Moreover, the information contained is much more up to 
date and is more carefully selected to meet the operating needs of business. 

I am quite proud of the work that is being done to make this new series useful 
to businessmen. One important element has been the preparation of a standard 
outline for each type of report. These outlines are made available both to our 
people in Washington who prepare the reports and the Foreign Service officers 
Who furnish the material which is utilized in their preparation. This should 
result in a substantial saving of time both in the foreign field and in Washington. 

Moreover, we are attempting to schedule these publications for a year in 
advance so as to enable the Foreign Service officers and our force in Washington 
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to program their work on a more orderly basis. We have found that this type 
of programing enables both us and the Foreign Service to do a better job 
with fewer people than would otherwise be possible. 

In our trade-list work also we are using programing techniques to enable 
us to make the best possible use of the limited resources of the Foreign Service, 
In the past we arranged for Foreign Service reporting in connection with 
the preparation of trade lists on a spot-request basis with the resuit that the 
Foreign Service posts could not very well schedule the resulting workload, 
Furthermore, since trade lists get out of date very rapidly, we had the ob- 
jective of having all of them revised about once every 2 years. This program 
resulted in approximately 1,200 spot requests to the Foreign Service during 
the course of each year. 

After careful analysis, we have found that we can schedule our require. 
ments for trade lists within the comprehensive economic reporting program 
for each post. Moreover, we have divided the trade-list requests,to each post 
into three categories: (1) those requiring a revision every 2 years; (2) those 
requiring revision every 5 years; and (3) those which will be prepared in the 
Bureau of Foreign Commerce on the basis of source data such as locally published 
directories, industry registers, and the like, submitted by the post. By this device, 
we have succeeded in cutting the reporting requirements of the Foreign Service 
approximately in half. There has, of course, been a considerable loss in the 
value of the trade lists. We nevertheless feel, that given the current limita- 
tions upon the availabiilty of Foreign Service time for this purpose, we are 
making much better use of this time than under the previous procedure. 

As the committee knows, we keep the business community advised of foreign 
trade and investment opportunities. A recent development in this field involves 
the furnishing of information to American contractors to enable them to partici- 
pate in the bidding for work on NATO projects. In this connection we publicize 
new projects as they are open to international competitive bidding, we assist 
firms interested in bidding to establish their eligibility under the contracting 
procedures of the several NATO countries by certifying their experience to the 
United States regional office in Paris, and assist them in their dealings with 
the procurement agencies when special problems arise. Nearly 200 projects 
involving approximately $75 million have been reported during the past 6 
months. These have included airfield and pipeline construction as well as such 
things as the installation of radar equipment. 

Sometimes our efforts to acquaint the United States firms with possible busi- 
ness opportunities abroad turn up special problems. For example, a recent 
large project in a Near Eastern country attracted an unusual volume of interest 
as a result of our efforts. American contractors were, however, concerned on 
the basis of information that they had from their field representatives, lest 
the contract be awarded on the basis of “special deals’ without regard to the 
results of the competitive bidding. We accordingly instructed the Embassy to 
take this matter up with the government concerned. As a result, we received 
assurance that fair and equal opportunity would be given to American firms. 
While the contract has not yet been awarded, American firms are still dis- 
tinctly in the running. Of the 15 firms determined by the Government to be 
eligible to participate in the final stage of the bidding, 5 are American. In our 
opinion this good showing of American firms was made possible by the efforts put 
forward by the Bureau of Foreign Commerce to supply them with adequate 
information and perhaps by our success in obtaining the necessary governmental 
assurances. 

As the dollar situations in other countries improve, it is only reasonable to 
expect that they will decrease their reliance on import controls against United 
States products. Vigilance on the part of the Department can, we believe, expe- 
dite liberaljzation by foreign countries of the treatment of our exports. During 
the past year we have had some measure of success in convincing other countries 
to permit greater importations of United States products. For example, the 
present import quota of 650 automobiles permitted by the British authorities as 
against a previous quota of about 150 automobiles is the direct result of repre- 
sentations initiated by this Department and carried on through the Embassy id 
London. We are also responsible for increasing about tenfold the British quota 
of imports of hardwood from the dollar area. During the postwar period British 
imports of United States hardwood were severely restricted to the point where 
we were only supplying less than 1 percent of United Kingdom imports as com- 
pared with 34 percent in 1938. As a result, we instructed the Embassy in Lon- 
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don to take this matter up with the British authorities who announced on Jan- 
uary 12, 1955, a quota of £3 million ($8.4 million equivalent) for imports of 
hardwood from the dollar area. 

Last year the committee was advised that part of the increased appropriations 
would be used to strengthen our investment information and promotion work. 
Events have proved the wisdom of that decision. We are more and more being 
called upon by businessmen to give them information and counsel in the invest- 
ment field. In honoring these requests for assistance, we are carefully avoiding 
the dangers of selling American businessmen on investing abroad. 

We facilitate our job of counseling businessmen about conditions in various 
countries by the publication of a series of investment handbooks. When such 
handbooks are available, we can handle individual inquiries most economically 
by supplementing the information contained therein by such specialized infor- 
mation as may be relevant to the specific inquiry. The inereased funds voted 
by the Congress have enabled us to step up the process of preparing and publish- 
ing those guides. We now have issued them for Colombia, Venezuela, India, 
Pakistan, and the Union of South Africa. The Paraguayan guide is on the press 
and one for the Philippines is in the process of final editing. Fifteen more have 
been scheduled and work on 11 of those 15 is now in process. We expect to 
publish those for Indonesia, Japan, Peru, Ecuador, and Mexico within the next 
several months. 

One example of the way we work together with business groups in publicizing 
investment opportunities was our staff participation in the Inter-American 
Investment Conference recently held in New Orleans. At the request of the 
sponsoring group we assigned a staff member to run the Conference’s Investment 
Opportunity Service. Approximately 6 weeks was spent in New Orleans in 
organizing the service and in operating it during the conference. In addition, 
we helped by assigning a member of our American Republics Division to assist 
in editing and preparing for publication the statements on investment climates 
on the several countries submitted by the Latin American cosponsors of the 
Conference. 

Export controls have been used to hamper the buildup of the Soviet war 
potential for the past 7 years. Their use for this purpose is almost universally 
accepted and approved by business and the public. 

In the exercise of the security export-control program the United States acts 
in concert with the governments of a number of friendly countries. Naturally, 
the specific details of these cooperative efforts have not been published. 

During the calendar year 1954 the entire security export-control program of 
the United States and the other cooperating free nations was carefully reexam- 
ined. The results were announced in the United States by concurrent press re- 
leases issued by the Secretary of Commerce and the Administrator of the Foreign 
Operations Administration. (Copies of these press releases are being supplied 
for inclusion in the record here. ) 

The appropriation request takes into account these decisions. The narrative 
justification accompanying our submission describes, in some detail, the mini- 
mum program which we consider essential to the security of the United States. 

In the most general terms, our program for the coming year may be sum- 
marized in the following terms: 

1. The list of controlled commodities will continue at about the current level. 
We expect the present rate of applications for export licenses—approximately 
800 a day—to continue without substantial change throughout fiseal 1956. 

2. Enforcement will continue to be emphasized. Certain friendly foreign gov- 
ernments have recently agreed to a transit-authorization-certificate scheme which 
should diminish unauthorized transshipments of strategic goods through such 
countries to the Soviet bloc. Nevertheless, vigilant enforcement is necessary to 
prevent evasions of this scheme and in the entire field of commodities which the 
United States controls to the bloc and to which the scheme is not applicable. 
Violations are being found with enough frequency to warrant maintaining inves- 
tigative and prosecutive staffs at full strength. Thus far in 1955 we have dis- 
covered 10 firms and 14 individuals in 7 countries involved in diversions and 
attempted diversions of controlled United States commodities to European Soviet 
bloe countries and Communist China. As these cases are still under confidential 
investigation, the names of the participants cannot be mentioned. Eventually 
the cases should result in administrative compliance proceedings looking to the 
denial of future United States export privileges to the guilty parties. 
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The export-control program is always complex and you will not be surprised 
to hear that while we have relaxed controls at one point, we have strengthened 
them at another. I refer to controls over technical data. 

Where the United States controls all or a preponderance of the world supply of 
a given commodity, such controls can be effective even though there may not be 
a corresponding level of control by cooperating countries. The same possibility 
applies to technical data on industrial processes where the United States has 
effective control on advanced technology or know-how. 

United States export control regulations have for some time afforded an 
opportunity for advisory opinions by the Bureau of Foreign Commerce to 
American firms concerned with exportation of technical data. However, in the 
past the rendering of such official opinions depended on a voluntary submission 
of the technical data by the exporter to the Bureau of Foreign Commerce. In 
December 1954, the regulations were changed to impose a mandatory require 
ment for an export license for technical data in connection with a published 
list of industrial processes on which the United States had a virtual “corner” on 
improved and advanced technology. In developing this program, as in every 
other task we undertake, the Bureau of Foreign Commerce has sought and 
obtained the wholehearted cooperation of the American business community. 

While the security objectives of the export-control program currently account 
for the bulk of our activities, export controls are still used to limit exportations 
of a few commodities determined to be in domestic short supply. Altough short- 
supply controls affect only a handful of commodities, adequate domestic supplies 
of these commodities are essential to the continuation of the present high level 
of industrial activity and employment in the United States. A current example 
is the situation which has recently developed with respect to the export ship- 
ments of all types of copper scrap. During the past several months increased 
industrial activity abroad and strikes in copper-producing areas abroad led to 
an increase in foreign demand for United States copper scrap to the point where 
exports were taking nearly 15 percent of the supplies available in the United 
States. Accordingly, we established export quotas which will very substantially 
reduce the flow of exports of these items. The limited supplies which will be 
made available for shipment abroad under this program must be distributed 
equitably both among the traditional United States shippers of these com- 
modities and among the friendly foreign countries who have become dependent 
upon the United States for their supplies. The manpower to handle a dis- 
tribution problem of this kind is considerable and under our present budget 
limitations we have been forced to assign people from other activities to accom- 
modate the extra workload involved. Similar problems have developed in alu- 
inum scrap and iron and steel scrap, and it is entirely possible that the present 
high level of business activity at home and abroad may necessitate the re 
imposition of quantitative controls on other items which have been exported 
freely during the last 2 years. 


Mr. Samueyt W. Anperson. Basically, the appropriation which we 
are here to discuss has two phases. The first phase is to promote, 
encourage, and support the interests of the United States in foreign 
trade and investment; and the other phase is in the area of export 
control. 

Last year Congress allowed us an appreciable increase in the first 
of those two phases, that is, our work in satisfying the business com- 
munity of this country that is interested in foreign trade with in- 
formation that they want, and during this fiscal year we have been 
busily engaged in improving and beefing up our activities in this 
direction to the extent our appropriation Tast year permits that. 

This year we are not asking for any increase actually in this phase 
of activity. Weare only asking for an appropriation that will permit 
us to annualize the appropriation given us last year, namely, $2,200,- 
000 against $2 million last year. 

Mr. Yates. What do you mean by annualize ? 

Mr. Samuet W. Anperson. We were given for 1955 $2 million, but 
of course we did not get that money until July. Therefore, our hiring 
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program was naturally slower than the expenditure program. Con- 
tinued at that level it would require $2,200,000 instead of $2 million. 
The number of oe is not increased, but the average number of 
employees as a whole reflects an increase. 

For the export control activities last year we were granted $3.6 mil- 
lion for our work, and this year we are asking for only $3 million, or 
+600,000 less. So, for the Bureau of Foreign Commerce and my office 
as a Whole we are asking for $400,000 less net than last year. 

The reason we are asking less for the next current fiscal year is due 
to the fact there has been a reduction in the number of items which 
have been subject to control, although there is an increase in the degree 
of enforcement, which we consider has been substantially improved 
during this year. We believe the $3 million we have requested for 
next year against the $3,600,000 for fiscal year 1955 will permit us to 
continue at approximately the same level of controls. However, if 
something should develop not now foreseeable it might put us in a 
difficult position, but those are things we cannot very well anticipate. 


UNITED STATES PARTICIPATION IN TRADE FAIRS 


Mr. Preston. Did you get some money from the President for 
United States participation in trade fairs? 

Mr. Samuel W. Anperson. Yes. The President, from his emer- 
gency fund, assigned through USIA to the Department of Commerce 
$2,250,000 for the period up to June 30. 

Mr. Preston. Do you have any funds in this budget request for 
participation in trade fairs? 

Mr. Samuel W. Anperson. No, only to the extent that in the prose- 
cution of the trade-fair program a number of activities of the De- 
partment of Commerce are useful and we do lend support to the trade- 
fair program, which is set up in.a separate office reporting directly 
tome. In other words, some of the personnel we call upon for assist- 
ance and advice in the trade-fair program. 

If there are no questions with respect to that general statement, I 
would like to spend whatever time I am permitted to show you three 
charts which I think will graphically explain the extent to which our 
reporting and our activities in behalf of the foreign trade community 
has been carried out. I will ask Mr. Knowles to place those in front 
of you. 

BUSINESS INQUIRIES 


Chart 1, Mr. Chairman, shows the breakdown of over 500,000 in- 
quiries which we received in the last year from American businessmen 
who wanted information about some phase of their foreign activities. 
You will notice that export controls is the largest single factor, but 
that does not have to do with specific licenses but more with inquiries 
dealing with general policy activities. I will not read the descriptions 
of the major breakdowns since the chart, I assume, will be placed in 
the record. 

Table 1 gives you a somewhat detailed list of the types of reports 
and information which the business community needs. They include 
trade lists and agency surveys; World Trade Directory reports; cur- 
rent information on trade and investment opportunities; basic eco- 
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nomic data on foreign countries; and so on down the list. I have, 
fairly brief description of each one of those which, with your permis. 
sion, it might be well to insert in the record as an elaboration of table 
1, if you think it desirable. 

Mr. Preston. Let me see how long it is, Mr. Secretary. 

Mr. Samuel W. Anperson. There are four pages of descriptions of 
these things here. 

Mr. Preston. We are going to build up quite a record when we have 
other witnesses on this same subject. 

Mr. Samvuet W. Anperson. All right. 

These inquiries that are illustrated on chart 1 come very largely 
from small business. I would like to ask Mr. Knowles to give you 
3 or 4 typical examples. Mr. Knowles, would you do that? 

Mr. Knowtes. Yes. I have a random selection of letters we have 
received over the course of the year either in Washington or in one of 
our numerous field offices. The letter, which appears to come from a 
smal] business, states that they are interested in distributing abroad 
complete line of sugarless candies and chewing gum, and they request 
a list of wholesale and retail confectioners in Latin American coun- 
tries, and so on. 

This letter states that they are interested in the feasibility of manv- 
facturing their produce under license in Europe and would like infor- 
mation as to what import duties the European countries have to pay 
on commercial trucks and so on. 

Mr. Smiru. You might give the names of those making the in- 
quiries. 

Mr. Samurrt W. Anverson. Since these letters are sent to us with 
implied confidence, I would hesitate to place the names on the record. 
They maye be given off the record if the members of the committee 
desire them. 

Mr. Know es. This letter is from a concern interested in manufac- 
turing mats for newspaper advertising. ‘They ask a long list of ques- 
tions about that, whether the following countries would permit certain 
things and how to go about doing it. ~ 

Here is a letter enclosing a dollar for a publication on metal-working 
plants and shops in Turkey. 

This letter requests trade lists for bakers in certain foreign coun- 
tries, and he encloses the money. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Samvuret W. ANperson. We do not want to take up too much 
time, but these are typical. 

Mr. Preston. I think we have had enough to give us an indication 
of the type of inquiries you receive. 


ANSWERS TO INQUIRIES 


Mr. Samvuet W. Annerson. I direct your attention to chart 2 show- 
ing how many inquiries were answered. Of the more than 500,000 
requests from business for foreign economic and commercial data, 
343,500 have been answered with the aid of 19,600 Foreign Service 
reports, shown on the right-hand side. This is a very significant fact, 
because obviously we are not set up, nor could we be set up, to handle 
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requests on a basis of individual attention if there is any way we can 
urnish a publication or report which has multiple purposes. These 
ports do have multiple purposes in many instances. 
The remaining inquiries were satisfied by data available in Wash- 
ington other than from Foreign Service reports. 


PUBLICATIONS 


The third chart is interesting because it shows that as between April 
90, 1954, and April 20, 1955, there was a 44-percent increase in the 
number of subscriptions and publications sold. We have samples of 
all of these here. I think most of them are familiar to you. 

The Foreign Commerce Weekly is published every week and is one 
of our most important mediums for disseminating information. We 
have 9,138 paid subscriptions, and we charge $3.50 annually for a 
domestic subscription. 

Mr. Preston. Does it pay its own way ? 

Mr. Samuen W. Anperson. [ cannot answer that because we do not 
have access to all the cost-accounting records of the printer. 

Mr. Preston. Do you have a list of the gross returns from each of 
these publications ? 

Mr. Rex Anperson. No. 

Mr. Preston. Will you insert that in the record, please ? 

Mr. SamuEnt W. AnpeErson. Yes. 

(The information is as follows:) 


Estimated sales of Bureau of Foreign Commerce publications and services, 
Apr. 20, 1954-Apr. 20, 1955 
Foreign Commerce Weekly 


Comprehensive export schedule and current export bulletins 

World Trade Information Service 

OU. WOU reed. Sar teers So tk ome nasaseseiet aaiing ieacieeesgappeecmuumaiebens oct 
World Trade Directory Reports 

Investment handbooks 


Miscellaneous older printed and processed publications__._.__._____-___- . 


Fy aninedbaiensinstchideiaresnist eapieliiirinicarsnna nieihabinisiaiinieibaiaiaaisiteeaaieii latte te ial 214, 220 


Mr. Samuret W. Anperson. In the Foreign Commerce Weekly the 
following subjects are handled: Economic conditions abroad, controls 
on international trade, doing business abroad, transport and com- 
munications, world trade leads, fairs and exhibitions, news by com- 
modities, United States Government actions as they affect world trade, 
world trade publications, Latin-American exchange rates, and world- 
trade statistics. 

Another publication is Channels for Trading Abroad. This con- 
tains basic information for new-world traders and is very popular— 
8,954 copies were sold last year. It is a 24-page pamphlet covering 
suggestions for preliminary market analysis, methods of exporting, 
methods of importing, and methods of selection in easily read lan- 
guage for businessmen entering the field of foreign trade. 

Mr, Tuomas. You folks are really beginning to give the State 
Department some competition; are you not? 

619225547 
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Mr. Samurn W. Anverson. These are publications which only the 
Department of Commerce gets out. 

Mr. Tuomas. I say you are seeking to move in on them and give 
them some competition. 

Mr. Samuret W. Anperson. We try to satisfy the business people 
to a maximum extent. 

Mr. Tuomas. Of your 304 people, how many are stationed in the 
headquarters office and how many are in the field and how many are 
overseas ¢ 

Mr. Samur, W. Anverson. We have no overseas personnel except 
someone may be temporarily attending a conference overseas. 

Mr. Tuomas. How can you be experts on foreign trade when you do 
not have any people overseas? 


COOPERATION WITH FOREIGN SERVICE 


Mr. Samvuet W. ANnverson. We get information through commer- 
cial officers in the Foreign Service in the various posts overseas. 

Mr. Tuomas. They were set up many years before this unit in the 
Department of Commerce was set up. 

Mr. Samuent W. Anperson. No. This dates back to the pre-World 
War I period. 

Mr. Tuomas. The Department of State has been doing it ever 
since we have had a Department of State. 

Mr. Samuert W. Anperson. I presume so. 

Mr. Tuomas. Your activities are bound to overlap; you are bound 
to get in each other’s way and have some duplication. 

Mr. Samvuet W. Anverson. I do not believe there is as much over- 
Japping as you might suppose. The inquiries are funneled, of course, 
through the State Department. 

Mr. THomas. When you receive some of those long-winded ques- 
tions, you do not have that information. You have to go to the State 
Department to get it, do you not? 

Mr. Samvet W. Anperson. We have a great deal of accumulated in- 
formation which we keep up to date through the Foreign Service 
commercial officers. To the extent we are unable to keep it up to date 
because of workload, it becomes less useful. 

Mr. Tuomas. What part of your appropriated funds do you trans- 
fer * the State Department, to its cormiine services throughout the 
world ¢ 

Mr. Samvuet W. Anverson. None. 

Mr. Tuomas. Do they dig up this information on a nonreimbursa- 
ble basis? 

Mr. Samuen W. Anverson. That is correct. 

Mr. Tuomas. Do you have any idea what part of your appropria- 
tion it would require if you were to pay them for this information ? 

Mr. Samuget W. Anverson. I think it would cost substantially more 
than our whole appropriation. 

Mr. THomas. it that is not duplication I do not know what it is. 

Mr. Samuet W. Anverson. The function of the Foreign Service 
of the Department of State is to serve all branches of the Government 
who require information abroad. The Foreign Service is a service 
organization and its budget contemplates fulfilling that obligation to 
the various branches of the executive department. 
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Mr. Tuomas. It is primarily set up to serve the business community 
of the United States, not only the Government. 

Mr. Samuet W. Anverson. The business community are our clients. 

Mr. SmiruH. There is no duplication so far as dissemination of in- 
formation is concerned. We get this information and disseminate it 
and I do not think there is any duplication on the part of the State 
Department in that respect. 

Mr. Bow. Will the gentleman from Texas yield ? 

Mr. THomas. Yes. 

Mr. Bow. In the State Department budget this year there was an 
item of $600,000 increase to provide commercial attachés abroad which 
was denied by the committee, which would-implement this program 
and have the people under the direction of the Secretary of State 
gathering this information. 

Mr. SamueLt W. Anverson. Trade commissioners, is that not the 
title ? 

Mr. Bow. Yes. 


SALARIES AND EXPENSES 


Amounts available for obligation 


1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate eo ee $2, 000, 000 
Reimbursements from other accounts 10, 800 





Total available for obligation : 2, 010, 800 
Comparative transfer from— | 


“Departmental salaries and expenses, Bureau of Foreign 

and Domestic Commerce’’: 
inns hose coiitbnn dct dadicinnwndenucte $1, 392, 812 | 
Reimbursable obligations 2 
“Salaries and expenses, defense production activities, 

Commerce’’~ 





1, 451, 599 | 2, 010, 800 


Obligations by activities 


Promotion of United States foreign commerce and investment: 
1954 $1, 451, 599 
2, 010, 800 
2, 200, 000 
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Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


Total number of permanent positions 237 304 304 
Full-time equivalent of all other positions.___........-...-.-.- 1 3 3 
Average number of all employees 203 268 207 
Number of employees at end of year . 30 


Average salaries and grades: = 

General schedule grades: , 

Average salary 36, 2¢ , 166 m 
Average grade 5 


Personal services: 


Permanent positions d § : $1, 814, 610 0 
Positions other than permanent 28, 600 3 
Regular pay in excess of 52-week base 7, 
Payment above basic rates___- : 
Other payments for personal services ; ei ae 
Total personal services 1, 310, 284 
Travel : 10, 785 
Transportation of things 68 ns 
CN os is Sabamedinddnddbinadad 19, 404 d 37, 0 
Printing and reproduction iopiene 82, 580 220, 000 
UR Ge I PRU a oo smn ccticccsctdiccucececectcs 6, 683 é 15, 400 
Services performed by other agencies..............-.------ 11, 078 9, 000 
Supplies and materials 10, 448 17, 000 
Taxes and assessments 269 280 
Total obligations 1, 451, 599 2, 010, 800 2, 200, 000 
Analysis of expenditures sa 
Pe 
Of 
1954 actual | 1955 estimate | 1956 estimate Pu 
ee S| Pee ee Fo 
Ft 
Obligated balance brought forward , 75 = 
Obligations incurred during the year 200, ‘ 
SS ee See ae er Ac 
Subtotal - ‘ 5 1 
I oii acndaak diblithn-necssenewors« (dipinerenadlandestansseast —10, 800 Fo 
Obligated balance carried forward —140, 750 t 
Ne ee Tt ea Of 
Total NN cl rtipintisnntngsnasecconertoe theses. ean # 1, 859, 250 2, 183, 935 ‘ 
Reo ROO i 
Expenditures are distributed as follows: | 
Out of current authorizations - - --- Peet ote ea dedeeeeeotes ao caeeareneos 1, 859, 250 2, 046, 00 
Out of prior authorizations_-_....--. indi heen a taa iain eeilialiatngrnicowaixs Lavlp-ssemetvelaiieiiais 137, 935 
Ot 
Mr. Preston. We will move on to the item of “Salaries and ex- 
penses” and we will insert in the record at this point pages 604, 605, # — 
and 606 of the justifications. 
(The pages referred to are as follows :) 
SALARIES AND EXPENSES a 
Summary of requirements al 
Appropriation, 1955 $2, 000, 000 
Net difference—1956 over 1955: 
a to 
Requirements Difference, 
catia SS 
By activity (+) or 
1955 1956 decrease 
adjusted estimate (—) 
Promotion of United States foreign commerce and be 


investment $2, 000, 000 | $2,200,000 | +$200, 000 +200, 000 


Total estimate of appropriation, 1956 ; 
In 
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}46, 000 
37, 935 
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Summary of estimated obligations 


4 | 
Actual, 1954 (adjusted)| Estimate, 1955 Estimate, 1956 


| } | } | 
Aver |A Ver-| Aver- 
Posi-| age | : Posi-| age | Cot | Posi-| age | 


tions | num- | . tions | num-| | tions | num- 
| | ber 


——— i ” 

Personal sérvices: | | 
Permanent... --....-- 237 202) $1, 305, 193 304) 265/ $1, 646, 250) 304) 294 $1, 822, 620 
Other-- 2 1 5, 091 6 3 30, 400) 6) 3 28, 600 


203} 1,310,284) 310) 268) 1,676,650) 310) 297) 1,851,220 
Other objects. - -...------ eS ae eee | pe 348, 780)... 


Cost 











Total obligations-_-- 239) 203) 1,451,599; 310 268) 2, 010, 800) 310 297| 2,200, 000;_..____- 
' j } 


| 
—_—_——— 





Summary of requirements 





| 
1955 | Difference, increase 


1956 eprease (— 
(+), decrease (—) ees 
——==!| ploy- 
ment, 
Nov. 
Cost 30, 1954 
| 


| 

Aver-| | Aver-| |Aver-| 

Posi-| age | i Posi-| age | Posi-| age | 
tions | num- | Cost tions | num-| Cont I tions num- 
ber | | ber | 


! | 
} | 


| 
| 
SALARIES AND EXPENSES | | | | | 


Personal services: | 
Office of the Director 66, 410) 10} 9. 4) 80, 613) 1.4; +14, 203) 
Publications staff _--_-__- 3| . 9 68, 731) 13} 12.6 79, 728 .7| +10, 997} 
Foreign trade zones staff_ . 0} 32, 827) 4, 3.7} 30, 575 = —2, 252) 
Foreign investment staff_ 3} 1] 16, 832) 3} 30 25, 457 | ‘ +8, 625) 
International resources 
71,470| 13) 12.1) 89, 650 8} +18, 180 
Administrative manage- | 

rn 10. 9} 65, 525) 12} 11.4) 68, 983 of +3, 458 12 
Foreign Service Opera- 

tions staff | 18.6; 100, 292) 21; 20.3} 110,993) 0} .7| +10, 701 19 
Office of Intelligence and 

CPW cibctcutt ase sae 7 67. 7| 409, 880) 76| 75.2) 457,025 0} f +47, 145 62 
Office of Economie Af- | | 

UE, ecncig ok tiiieumeus 136.5} 844,683) 152) 149.3 908, 196 0)}-+12. 8) +63, 513} 130 





| | 
304| 297.0) 1,851, 220 0|+29. 0} +174, 570! 253 
+14, 630/.-..___. 


Tetal personal 
services 268.0) 1, 676, 650 
Other objects --| 334,150]......|.-....] 348, 780}-..-_-|. 


Total obligations._-| : eee Be lee +189, 200).._____- 











Mr. Preston. Who will speak to that? 

Mr. SamueL W. ANDeRsON. Would you like to question us on it, 
or have a further presentation ? 

Mr. Preston. I think we will go into a few questions, Will you 
answer the questions ? 

= SamuEL W. Anperson. If I cannot I will call on my associates 
to do so, 


NEW POSITIONS 


Mr. Preston. How many new positions are you seeking? 

Mr. Samugt W. Anperson. With respect to this budget the num- 
ber of positions is exactly the same. We are seeking no new positions. 

Mr. Preston. You are annualizing ? 
_ Mr. Samvuen W. Anpverson. Annualizing is the only cause of the 
Increase, 
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Mr. Preston. How did*we manage to give you such an increase last 
year? 

Mr. Samurnt W. Anverson. Well, sir, I think we made quite an 
impressive showing to the Congress that the business community needs 
and should have adequate service. 


Export Conrror. 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate $3, 600, 000 
Transferred to “Salaries and expenses, Business and Defense 
Services Administration” pursuant to Public Law 663 


Adjusted as or estimate 
Respproncintion of prior year balance 
Reimbursements from other accounts 


Total available for obligation 
Unobligated balance, estimated savings —131, 297 


Obligations incurred 3, 972, 641 3, 450, 000 | 


Obligations by activities 

Export control: 
1954 $3, 972, 641 
3, 450, 000 
3, 000, 000 


Obligations by objects 


| 
Object classification 1954 actual | 1955 estimate | 1956 estimate 


BUREAU OF FOREIGN COMMERCE 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average sal $5, : $5, 620 
: GS8-7.8 GS-79 
01 Personal services: : 
Permanent positions $2, 677, 510 $2, 235, 817 $1, 916, 885 
Positions other than permanent-_----- 17, 255 14, 000 5, 000 
Regular pay in excess of 52-week base- -- 8, 807 7, 913 7, 20 
Payment above basic rates 5, 555 1,000 1,000 
Total personal services 2, 258, 730 1, 930, 105 
WN os oka kus acetate canada Gee aaa akon nddadea erasure 12, 206 18, 125 15, 125 
Transportation of things 301 350 350 
Communication services 74, 500 
en i dc inedeewsnshnsschesande’ 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities 
Taxes and assessments 


Obligations incurred............----.--- — 








50, 845 
11, 300 
94, 000 


SSazrses 


nese 





Tol 
Av 
Nu 


Ave 


01 


SSZSRz2E8 


Tot 
Ful 
Ave 
Nui 


Ave 


01 


SSazrTses 


sass 


Obli 
Obli 


Adju 
Rein 
Obli 
Obli; 
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16, 885 
5, 000 
7, 220 
1, 000 


30, 105 
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Obligations by objects—Continued 
——oooeeEeeEeEeEeEeEeEeEeEeEEeeee———————————————OOOO Oe nee ee 
Object classification 1954 actual | 1955 estimate | 1956 estimate 


ALLOCATION TO BUREAU OF CUSTOMS, TREASURY DEPARTMENT 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 


B33 


G 


Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


= 


5 Sok 


sess| see 


Total personal services 
OE os AAA ckicbendwiencdansenannueeusenl 
Transportation of things 
Communications services 
Rents and utility services 
Other contractual services 
Supplies and materials 
aa hae decade akcedpadunscuinéen 
Taxes and assessments 


Obligations incurred 
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| 8| S228ssee2 
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-_ 


SS2Z3R288 
0 & 5 90 OO 


= on oH 


|2| seegeeses| ses 
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SUMMARY 


Total number of permanent itions 
Full-time equivalent of all other positions 
Average number of all employees 

Number of employees at end of year 





ADR DH 
a= 5 
SOne 


Average salaries and grades: 

General schedule grades: 

Average salary : $5, 
Average grade ; GS-6.9 


Personal services: 
Permanent itions 
Positions other than permanent-__-_..............--- 5 
Regular pay in excess of 52-week base 
Payment above basic rates 


$3, 034, 417 
14, 000 
11,013 
21, 000 


3, 080, 430 | 
24, 125 


$2, 661, 485 
5, 000 

10, 120 

11, 000 

3, 617, 487 2, 687, 605 


Total personal services 
17, 906 


Travel... < 
Transportation of things 1, 741 1, 350 
Communications serviess. J... ......--2.2055-.2.s2J....... 90, 231 94, 500 
Rents and utility services 720 300 
Printing and reproduction 67, 884 64, 920 
Other contractual services. ........... aaa a Rice lana ala 18, 065 | 21, 100 
ieee performed by other agencies--_----_.......-.-- 96, 807 107, 000 
Supplies and materials 34, 948 34, 200 
Equipment, - 17, 343 12, 900 
Refunds, awards, and indemnities................____- pau 395 ohitiedina 
Taxes and assessments 9,114 9,175 
3, 450, 000 


Obligations incurred 3, 972, 641 


SSazss 


Sass 








Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





1954 actual | 1955 estimate 


1956 estimate 


Obligated balance brought forward 
Obligations incurred during the year 


Adjustment in obligations of prior years 
Reimbursements 

Obligated balance carried to certified claims account 
Obligated balance carried forward 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


4, 148, 154 


$480, 762 
3, 972, 641 


$285, 231 
3, 450, 000 


$263, 265 
3, 000, 000 





4, 453, 403 
—8, 179 


3, 735, 231 


—3, 938 


—7, 901 
— 285, 231 


3, 687, 168 


3, 471, 966 


3, 263, 265 


— 227, 530 


3, 035, 735 


3, 195, 771 
276, 196 


2, 781, 600 
254, 135 
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740 


Mr. Preston. What about your “Export control” ? 


Mr. Samugnt W. Anverson. That is on page 632. You will notice 
here, Mr. Chairman, that last year we were given $3.6 million, but 
during the course of this year we have succeeded in saving about 
$150,000 of that which has been reserved, so that our actual expendi- 
tures during the present fiscal year will be $3,449,700, and we are 


asking only $3 million for fiscal year 1956. 


Mr. Preston. We will insert in the record at this point pages 632, 


633, and 634. 
(The pages referred to are as follows :) 


Export CoNTROL 


Summary of requirements 


Appropriation, 1955 

Deduct: 
Reserve for savings - - ; ea 
Transferred to “‘Salaries and expenses,’’ Business and Defense Services Admin- 


Base for 1956 
Net difference, 1956 over 1955: 


Requirements Difference, 
= increase 
By activity (+) or 
1955 1956 decrease 
adjusted estimate (—) 





RN ag iii. ds ode nrdn ee ecdicckseide $3, 449, 700 | $3,000,000 | —$449, 700 
Total estimate of appropriation, 1956 


Summary of estimated obligations 





Actual, 1954 (adjusted) Estimate, 1955 Estimate, 1956 





a Aver- . Aver- > Aver- 
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tions|num-| ©9St num-| ©9t | tions |num- 
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Personal services: 


—449, 700 


$3, 000, 000 


| 
Enm- 
ploy- 
ment, 
Nov. 


Permanent_......---- |$3, 600, 232) 5 ieee 520|$2, 682,605} 62 
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17, 255 4 2| 14, 000 , 
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POSITIVE LIST 


Mr. Preston. Do you have a list of items under control? 

Mr. Samvuet W. Anperson. Yes. It isa large list. 

Mr. Preston. How does it compare with the number of commodi- 
ties in previous years? 

Mr. Samuet W. Anperson. It is a 45-page list. 

Mr. Borron. As of April 1 there were 829 items listed on what we 
call the positive list, and as of April 1 a year ago there were 1,521, 
I have the list by month if you would like to have that for the record, 

Mr. Preston. Yes; let us see that list. 

Mr. Samuet W. Anverson. These items that are on the positive list, 
to remind you, are those that require a validated export license for 
at least some parts of the world. 

Mr. Preston. We will insert this list in the record at this point. 

(The list referred to is as follows :) 


Analysis of positive list, 1954-55 


RO R Combined R and RO 


Schedule B Nos. . Schedule B Nos, Schedule B Nos. 


ie at eet Be ee er re 8 ee, 


i 
All |Partial) fotal All |Partial| Total All |Partial| Total 


or or oR 
252352 


1, 
1, 
1, 
1 

1, 
1, 
1, 
1, 


i223 


707 


Note.—Prepared by Procedures and Publications Section. 


Mr. Preston. It is down from the previous year by about 20 per- 
cent ? 

Mr. Borton. No, sir, about 40 or 45 percent. 

Mr. Samurt W. Anpverson. A considerable part of this reduction, 
I might add, came about by reason of months’ long negotiations last 
year with cooperating countries in Europe to reach an agreement on 
a smaller list of control commodities on an international basis with 
more effective enforcement on those considered strategic. 


EXPORT CONTROL WORKLOAD 


Mr. Preston. Do you have a workload table? a 
Mr. Samurn W. Anverson. That particular term is not familiar 


to me, Mr. Chairman. This is a list of import and export licenses, 
about 800 a day. 
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Mr. Preston. We would be interested in knowing what your case- 
load is, by comparison with the previous year. 

Mr. Samuet W. AnvErson. We keep this chart up weekly. This 
chart starts in December. 

Mr. Borton. I have a list showing average weekly intake from 1951 
on through. 

Mr. Preston. Of course there is a great decrease since 1951. 

Mr. SamuEL W. ANDERSON. Yes. 

Mr. Preston. But according to the chart, from April to June 1954 
your average weekly intake was 7,500, your average backlog was 
6,000, and your average number of employees was 313. 

Mr. Samuet W. ANpERSON. Yes. 

Mr. Preston. And the same figures are reflected for the period 
July 1954 to June 1955. 

Mr. Samurt W. Anperson. Yes, sir. 

This chart [indicating] will give you a very graphic picture. You 
can see how they have been declining. This goes back to 1952. 

Mr. SmirxH. Mr. Chairman, I think it might be well to explain that 
in the process of trimming the list there have been a great many inter- 
agency conferences and interindustry work and technical work in- 
volved. 

Mr. Samuret W. ANperson. Yes, we have had to do it on an inter- 
agency basis. 

‘Mr. Preston, We will insert this chart in the record at this point, 

(The chart referred to is as follows:) 


{By scale from charts] 





Average Average 
Period weekly Averem * num ber 
intake 0g employees 

anuary to June 1961...........-..... Siesta ieee ie xin ieee 12, 500 24, 000 490 
TURE 10 RA Eo ccig ch ts cnn diel a Iuncdvuennnvebee 15, 000 37,000 580 
January to June 1952................-.- Detail acleesdan eee 14, 000 38, 000 633 
July: to Doggies her, Bit) oh Ge kk ecb cance sske cand 12, 000 22,000 606 
FRET CP ND ds pep co gniccnn odd endbce ncn cagabieban 12, 000 17,000 | 576 
April to: Jum OGRE . TI ie ea Lee 10, 000 10, 000 537 
FURY AG CNN A no. wk ccemcsunenScuaenmensuas 8, 700 7,400 403 
eg fo eee eee 7, 900 | 8, 200 | 328 
January to March 1954 1.____- sb seat cs tld akbks ok ob iimiged dona 7, 750 6, 000 320 
ADEE We FOI See doen ceo dk  ocdecscbusecdd oscuda tuswtobe 7, 500 6, 000 313 
SOly 10046 G0: Iss fc tacaae | 7, 500 6, 000 | 313 





! Projected figures. 


Mr. Preston. I think we should start general questions on these 
two items. Mr. Thomas? 


TRAVEL 


Mr. Tuomas, I was interested in this item of “Travel.” I notice 
your justification reads : 


American businessmen increasingly have been critical of the inadequacies of 
the assistance given them by commercial officers in the Foreign Service at our 
Embassies and consular offices abroad. If this is to be corrected, it is essential 
that top officials of the Bureau of Foreign Commerce have geater participation 
in international conferences and meetings, and, also, for BFC to send personnel 
abroad from time to time for consultation and guidance as a means of improving 
commercial relations in friendly foreign countries. 
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None of this money is spent for travel abroad? It is all for travel 
at home ? 

Mr. Samuret W. Anperson. No; it is comprehensive. Is it not? 

Mr. Rex Anperson. This submission contemplates sending 8 people 
abroad in connection with our investment-guide program and 10 on 
business to various posts. That is a total of $41,000. The balance is 
made up of domestic travel. 

Mr. Tuomas. How many of your 304 people are located in the 
District of Columbia? 

Mr. Rex Anverson. All of them. 

Mr. Tuomas. Do you have an organization chart with you? 

Mr. Samuret W. Anperson. Yes, sir. There is an organizational 
chart preceding our budgetary submission, sit, the first page, I think. 


INSURANCE STAFF 


Mr. Tuomas. I notice you have under your Office of Intelligence 
and Services an insurance staff. How many people are on ‘that in- 
surance staff ? 

Mr. Samvuet W. Anverson. Only the director and a secretary, | 
believe. 

Mr. Rex Anverson. Three people. 

Mr. Tuomas. What are the grades of the three people? 

Mr. Rex Anverson. The Director is a grade 15; the Deputy Di- 
rector and Research Assistant is a grade 12, and the secretary is a 
grade 5. 

Mr. THomas. What type of insurance is he dealing with? 

Mr. Samue, W. Anverson. He is the central point in the entire 
United States Government for information concerning foreign insur- 
ance rates, practices, rules, and so on. When anyone wants to know 
about an insurance problem dealing with foreign rates, this is the 
place to get it. 

Mr. Tuomas. I wonder if you would have this chart brought up 
to date and show the number of employees in each division by grade 
from grade 12 up, with everybody under grade 12 in one classifica- 
tion. 

Mr. Samuet W. Anverson. We will do that and furnish it for your 
information. 

Mr. THomas. What do you mean by the American Republics Di- 
vision ? 

Mr. Samuret W. Anperson. That is a group of experts on Latin 
America. 

ECONOMISTS 


Mr. THomas. How many economists do you have of your 504 
people? 

Mr. Rex ANnperson. I will supply that for the record. 

Mr. Tuomas. Do you have any idea? 

Mr. Samvurn W. Anperson. There would be an appreciable number 
of economists in the American Republics Division. 

Mr. Tuomas. These people in the American Republics Division 
are supposed to be experts on those countries, are they not? 

Mr. Samuet W. Anperson. Yes. 

Mr. Tuomas. Where do you get them? 
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Mr. Samuet W. Anpverson. The heads of these divisions are career 
people in the Government in most cases. The American Republics 
Division is headed by a man named George Wythe. 

Mr. Tuomas. I presume they have lived in those countries for a 
number of years? 

Mr. Samuen W. ANperson, Yes. 

Mr. Tuomas. And that they were originally with the State De- 


§ partment ; 


Mr. Samuen W. Anperson. I do not know the history of all of them, 
but George Wythe has written two books on Latin America and has 
attended every Latin American conference as far back as they have 
had them, I believe, and I believe he is the best informed man in the 
country on Latin American economic conditions. 


PERSONNEL AND WORKLOAD 


Mr. Tuomas. Going to “Export control,” you had 1,521 items on 
your list a year ago, and that has dropped to 829, and your employ- 
ment only fell from 394 to 321. 

Mr. Samurt W. Anperson. Yes. You appreciate the fact that 
there cannot possibly be a direct relationship between the size of 
the list and the processing cost. There would be certain correlation, 
such as in typing jobs. 

Mr. Tuomas. The relationship is reasonably direct. How many 
pieces of paper did you process in 1954 and what is the approxi- 
mate number you processed the first 6 months of fiscal year 1955? 

Mr. SAmugeL W. Anverson. Here is the chart that gives that. 

(The data referred to appears on p. 743.) 

Mr. Tuomas. Will you read that figure into the record, Mr. Sec- 
retary ¢ 

Mr. Samuet W. Anperson. Yes. Will you read that, Mr. Smith? 

Mr. SmirxH. The number of papers processed during 1954? 

Mr. Tuomas. And the first 6 months of fiscal 1955. 

Can you give us an approximate figure on that? 

Mr. Boron. Our figures are by the month. 

Mr. Presron. Let me see that last chart. 

Mr. Tuomas. July 1954 to June 1955, average weekly intake 7,500. 
Do you mean you get 7,500 applications a week? 

Mr. Borron. That is correct. 

Mr. Tuomas. You have a backlog of 6,000 a week ? 

Mr. Samuret W. ANverson. That is where our backlog is. 

Mr. Tomas. What is your backlog? 

Mr. Borron. At the present time about 55 percent are handled 
within 3 days from the time they are received in the Department; 
about 75 percent in 5 working days; and about 95 percent in 10 
working days. 

Mr. Tuomas. Then this chart is quite deceiving. That is an excel- 
lent record of performance. I do not think I know of any regulatory 
agency in the Government that has as good a record of performance. 

Mr. Borton. It is an excellent record, and most of the delays beyond 


$30 days ar 
ol days are due to the necessity of referring them to the Department 


of State. 
Mr. Tuomas. What percentage of your workload will fall off in 
1956 compared to 1955 ? They are back in business now and will not be 
lying so much from us. 
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TRANSIT CONTROL 


Vr. Samvuet W. Anverson. What we are doing with export control, 
we are trying to keep things from going to the Iron Curtain countrie 
and to China, and we are trying to make sure there are no devious ways 
by which they can go there. That is the reason for our improved 
enforcement procedures, Even if the Russians are buying things from 
Japan, we will say, it still does not relieve us very ratio Actually 
the amount of East-West trade is not very much, but what does it 
consist of That is what we have to watch. 

Mr. Tuomas. Historically it was very great, as you well know. 

ie W. Anverson. There has been a complete reorientation 
‘of trade. 

Mr. Tuomas. This workload is bound to fall off appreciably next 
year any way you look at it. 

Mr. Samvuet W. Anperson. That is right. 

Mr. Tuomas. What is your guess? 

Mr. Samuet W. Anperson. We think the estimate we have made of 
positions required in 1956 against 1955 is about as accurate as can be 
made. We had 394 positions and are asking for 321, and the average 
has gone from 358 to 297. That is our best guess on change in work- 
load as we see it. That is a saving of roughly $600,000 a year. 

Mr. Tuomas. Well, we are pretty helpless in a good many ways in 
this program; are we not? 

Mr. Samvuet W. Anperson. In what ways? 

Mr. Tuomas. We cannot do anything about it. 

Mr. Samvuet W. Anperson. We can doa great deal. Now we havea 
new system of transit control which beefs up the extent to which we 
can control that. 

Mr. Tuomas. That is easier said than done. 

Mr. Samuet W. Anperson. It is not easy. 

Mr. Tuomas. What is the nature of the items on your average 
application ? 

Mr. Samuet W. Anperson. It is everything amongst those eight 
hundred-odd items. 

Mr. Tuomas. Is metal the main thing? 

Mr. Borton. The largest number of applications concern petroleum 
products. The next largest items at the present time are mostly in the 
metals field. One of the reasons we have had a very active time in 
recent weeks is because the Germans are now buying such large quanti- 
ties of items like scrap copper in the United States that we have had 
to put it under quantitative controls and that has increased the volume 
of our work rather than decreased it. 

Mr. THomas. You will have a few instances like that but the volume 
of your work is bound to go down. 

Mr. Samvet W. Anverson. In strategic supplies I do not think that 
is true. I am a little bit unhappy about the extent of some of the 
deletions that we made last year in agreement with our Allies. | 
would like to advocate we stay where we are as to strategic controls. 

Mr. Tuomas. That is all. 

Mr. Preston. Mr. Yates. 
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TRAVEL 


Mr. Yates. May I return to the travel item? I do not understand 
the significance of the statement: 

American businessmen increasingly have been critical of the inadequacies of 
the assistance given them by commercial officers in the Foreign Service at our 
Embassies and consular offices abroad. If this is to be corrected, it is essential 
that top officials of the Bureau of Foreign Commerce have greater participation 
in international conferences and meetings. 

Why does that follow? Is it not more appropriate for the consular 
service to better their organization and their personnel rather than 
for you to intervene ? 

r. SamuEL W. Anverson. I think it is both. We call your atten- 
tion to the fact when there are regional meetings, as there are from 
time to time, of the economic and commercial officers, we think it is 
of substantial benefit for us to participate in those meetings in order 
to try to understand more completely the needs of our clients, which 
are the businessmen of America interested in foreign trade. 

Mr. Yates. Do not the consular officials return periodically to the 
United States for briefing? 

Mr. Samuet Anprrson. They do, under the regular system of rota- 
tion. From time to time we have need, when they come home, to see 
them. They spend anywhere from a few days to a few weeks with 
the Department of Commerce. 

Mr. Yates. Is it your opinion that a member of your Service should 
be attached to the consular office ? 

Mr. Samuet Anpverson. I do not understand the question. 

Mr. Yates. Would the attaching of a member of your office to a 
consular office be advisable ? 

Mr. Samuet Anperson. That would be creating and going back to 
the creation of a Commerce Department foreign service which we had 
prior to 1939. We do not advocate that. We think the unified foreign 
service properly operated, properly supported, properly staffed is the 
right way to service, not only the Department of Commerce, but other 
executive agencies of the Government. 


INVESTMENT GUIDES 


Mr. Yates. What is an investment guide which will require $2,000 
for traveling? 

Mr. Samuet Anperson. I will show you one of South Africa. These 
are very comprehensive documents which have been published from 
time to time. I think it is fair to say in all modesty that document 
has more information which would be of interest to anybody consider- 
ing the possibility of investment in South Africa than any other single 
source you could go to. 

Mr. Yates. Do you get this information as the result of a trip to 
South Africa ? 

Mr. Samurn Anperson. A great deal of it we do. We get a great 
deal through publications and other data that commonly comes 
through the Foreign Service to our hands. If you will look at that 
to any extent, you will discover there is a great deal of real judgment 
in there and interpretive analysis of the nature of a particular situa- 
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tion which requires the services of a first-class person on the ground 
for quite a period of time. 

Mr. Yates. I would certainly think the job of collating the mate- 
rial was the job of a first-class person. 

Mr. Samuren Anperson. It is more than that; it is a matter of judg. 
ment in many cases. 

Mr. Yares. What are the eight investment guides contemplated for 
the fiscal year 1956? 

Mr. ScHNELLBACHER. I cannot be sure of the accuracy of my figures. 
Cuba, Uruguay, Mexico, Ecuador 

Mr. Yares. Are you staying in this hemisphere this time during the 
fiscal year 1956? 

Mr. Scunetipacuer. Largely, yes. 

Mr. Yarrs. The Americas? 

Mr. ScHNELLBACHER. Yes, 

Mr. Yares. Have you previously written investment guides in the 
countries which are going to be the subject of investment guide trips 
in the next fiscal year ? 

Mr. Samuret Anperson. No. The ones that we have published so 
far, in addition to South Africa, are Venezuela, Colombia, Pakistan, 
India. Those are the five. You might be interested in the amount of 
sales of those guides. 

Mr. Yates. I was interested in the one on South Africa. 

Mr. Samurt Anperson. We have received many compliments on 
them. The embassies buy large numbers of them for distribution to 
their own people. 


RECEIPTS OF PUBLICATIONS SALES 


Mr. Yates. Do you ever recover the cost of publication from the 
sales ¢ 

Mr. Samuet Anperson. There again I am afraid we cannot answer 
that accurately because we are never told the exact cost. 

Mr. Yates. Cannot you check with the Superintendent of Docu- 
ments to see how many guides you sell ? 

Mr. Samvuet Anperson. But we do not know what the costs are and 
whether we make a profit or not. So far we sold 4,416 investment 
guides for Venezuela, 3,125 for India, 4,470 for Colombia, 1,310 for 
Pakistan, and 1,785 for the Union of South Africa. 

Mr. Yates. Where else are you going besides these countries which 
will the subject of investment guides? You have another $25,000 
allotted for foreign travel. 

Mr. Rex Anverson. Those are the economic meetings throughout 
the world, the Far East and Europe. 

Mr. Yates. How many people would go to those ? 

Mr. Rex Anperson. Generally 1; sometimes 2. 

Mr. Yarrs. Presumably they are top level people? 

Mr. Samvurer Anperson. Mostly they are division directors. 

Mr. Yates. How many are there? 

Mr. Samvuet Anperson. About 7 or 8 of the major divisions. Occa- 
sionally I go and my deputy as well. 

Mr. Yates. So you have about 10 people participating in a $25,000 
travel fund ? 
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Mr. Samuet Anperson. Something of that general order of mag- 


nitude. oo 
Mr. Rex Anperson. That is right. 


SMALL BUSINESS IN FOREIGN TRADE 


Mr. Yates. I want to ask you what you do for the small business- 
man, if anything. 

Mr. Samuet Anperson. A great majority of these inquiries that 
come to us that I have been describing previously come from small- 
business people. 

Mr. Yates. I know that they do. What do you do for them? I 
receive the letters that you write to them. What can we do to cor- 
rect it? 

Mr. Samuet Anperson. I do not know whether you are referring to 
such things as tariff rates, or what ? 

Mr. Yates. I do not know whether it is your agency. I am more 
inclined to think it is the FOA. I get letters from small-business 
people who want to participate in Government purchasing programs 
in foreign countries. Now, the letters that are written to the small- 
business men say—you should establish your own agent in foreign 
countries, or should establish some kind of liaison with local agents 
or you should do thus and so. No specific help is given to them. Is 
that the general practice? 

Mr. Samuret Anperson. Are you talking about the FOA aid fund 
financing ? 

Mr. Yates. That is one of the things. 

Mr. Samuent Anperson. If it is that, as I understand it, FOA has 
a division here in Washington which is charged with the duty of 
trying to make available the necessary information on a very wide- 
spr ead basis so that the small-business man knows what the oppor- 
tunities are. That does not, of course, tell him exactly how he must 
make his bid, or anything like that. The Government cannot do that. 
It has to simply expose him to the know ledge. 

Mr. Yates. Have you made any studies which would indicate the 
participation of small business in foreign commerce ? 

Mr. Samuret ANperson. Yes. We can give you some ideas on that. 
It is very considerable. 

Mr. Yates. In particular businesses, or in all types of business ? 

Mr, Samurn Anperson. It will naturally vary. It would not be 
rather substantial in the oil business because it is big business. With 
regard to coffee, and coffee is an imported item, there are thousands 
of coffee roasters in this country. 

Mr. Yares. Is there any kind of report issued by your agency 
which would indicate the participation of small business. American 
small business, in foreign commerce ? 

Mr. ScuNeLiBacner. The last time that we checked this, we took 
30,000 names of firms listed with us regular users of foreign trade 
services and found that about 65 percent of those came within the 

category of small business as defined by the Small Business Committee. 

Mr. Yarrs. Those employing less than 500 people? 

Mr. ScHNELLBACHER. Yes, whatever the formula w as. 


61922—55 
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Mr. Yates. They were receiving information, but the extent of 
their participation you do not know? You do not know whether or 
not they were able to get any orders ? 

Mr. ScHNELLBACHER. In most cases these people will do business, 
They have a pretty keen knowledge because they ask us specifically 
for names of people abroad. They ask us specifically for information 
about certain firms and tell us about their trade complaints, so there 
are actual business transactions involved in this correspondence, 

Mr. Yates. Do you do any work with the FOA at all? 


COOPERATION WITH FOA 


Mr. Samvurent ANnpersON. Oh, yes. We have arrangements with FOA 
in their technical assistance field in which we receive funds from 
them and handle a considerable number of projects which they finance 
in the technical assistance field which includes bringing teams over 
—e learn better and we render technical assistance in the field 
itself. 

Mr. Yates. I noticed, Mr. Secretary, somewhere in the justifications 
you make a request for six employees to cooperate with FOA for the 
fiscal year 1956. 

Mr. Samuret Anpverson. That is correct. 

Mr. Yates. What if the FOA is not continued ? 

Mr. Samurt ANnperson. We are doing it on the assumption that 
if it is not continued as an independent agency, the FOA functions, 
particularly the technical assistance part of the functions, will be 
continued in some other manner, as suggested by the President. 

Mr. Bow. Mr.*Anderson, do I understand this is perhaps your 
final appearance before this committee ? 


Mr. Samuet Anperson. I regret to say it is. 

Mr. Bow. I would like to express to you my appreciation of your 
courtesies to me as a member of the committee and the courtesies to 
my office when we have had to call you on various matters. 

Mr. Samvuret Anperson. Thank you very much. I appreciate your 
comment. 

Mr. Horan. I would like to join in that also. 


COMMERCIAL ATTACHES 


What is the relationship of the Foreign Commerce Division with 
the so-called commercial attachés ? 

Mr. Samurt Anperson. The commercial attachés are officers of 
the Foreign Service of the United States. That was designed in its 
concept to serve the interests and provide information to all branches 
of the Government. Now, the commercial attachés are no more under 
the control of the Department of Commerce in a strict sense than 
is the political officer in the Foreign Service. However, the com- 
mercial attaché does deal in those fields which are of primary interest 
to the Department of Commerce and he is naturally at the receiving 
end of our requests for information that is asked of us by the busi- 
ness communities. We do not order him around; we do not raise of 
lower his salary; we do not hire or fire him. We have a voice in that 
through a position on the Foreign Service assignment board. 

Mr. Horan. He is not under the command of the Secretary of 
Commerce? 
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Mr. Samuet ANpeErsoN. No. 
Mr. Horan. To whom does he report when he gets a request from 
you for information ? 

Mr. Samuet AnpErRSON. He sends a telegram or dispatch, or air- 
gram back and it frequently says, “For Commerce,” but it may not 
necessarily. When it is received in the State Department through 
their communication system, it is sent to us, with copies to other 
interested agencies. 

Mr. Horan. It is always sent to you, is it? 

Mr. Samuet Anperson. It works pretty well. 

Mr. Horan. What do you mean by “pretty well’? 

Mr. Samuet ANDERSON. Once in a os while there is a slip-up 
and we do not get a telegram dispatch we should have gotten, but 
that is inevitable. 

Mr. Horan. The American businessman holds the Secretary of 
Commerce responsible, does he not, for the successful movement of 
our commerce in foreign countries ? 

Mr. SamueL Anperson. Yes. The American businessman looks to 
the Secretary of Commerce for the help he wants from the Govern- 
ment in all his foreign trading and investing activities. 

Mr. Horan. If that is true, why should he not have command of 
everybody listed as Commerce officials ? 

Mr. Samuent Anperson. That, of course, is the argument which is 
made by those who advocate splitting up the unified Foreign Service 
of the United States. 

Mr. Horan. I am not talking about splitting it up. I think if it is 
going to be unified it ought to be reflected at the Cabinet level abroad. 
I do not go with you on the business of splitting it up. I do not under- 
stand what you mean by unified. 

Mr. Samuet Anperson. The present Foreign Service of the United 
States isa single unit. It is designed to be administratively responsible 
to the Secretary of State and operated by him, but forthe benefit of 
all agencies. We think this is a practical and effective way to run the 
show, and we think it is susceptible of serving our purposes if it gets 
the proper support from the Congress, and if it is skillfully 
administered. 

Mr. Horan. I do not agree with you. That is all. 

Mr. Preston. How much in transferred funds did you get from the 
FOA in the fiscal year 1955 ? 

Mr. Rex Anperson. I will have to submit the figure for the record. 
It would be in the neighborhood of several hundred thousand. 

(The information follows :) 


Allocations from Foreign Operations Administration for fiscal year 1955 as of 
Apr. 29, 1955 


Pen A a en es $28, 000 
SERV OE esha LEU sich ib wns henge Uitiitinipicdeahicalnadaeabiabilensate 30, 000 
DCm Se Nia ise cn sastsiningsteecnteinisinenciesseletbenis thy daorentelitiibiatittodd 132, 100 
CO Ta atte cilnteictcesaspsisonivcentnniamiinninadiconnigpenttiesdieaieipcilia a tala 199, 700 
I a. cenrsatactnidicttiemieniideneeingie ieiniilen alee 86, 136 
PCD tines cstbtnenincedcedelies atiniinhinsdebtdabhsiaibisnlncentineaitimilieniiatabininlat sn escs 317, 007 

Pad hie diictti badd ele Dichidecetbhdeiscililanhlicchihhdanntnch inlablegncatishedsiiuntael widnsastnsbxsbtoildied 792, 943 


Mr. Preston. That is all, gentlemen. Thank you very much. 
Che committee will meet tomorrow morning at 10 o’clock. 
61922—55 48 





Fripay, Apri 29, 1955, 
GENERAL PROVISIONS 


WITNESSES 


GEORGE T. MOORE, ASSISTANT SECRETARY OF COMMERCE 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


Mr. Tuomas. Gentlemen, will the committee please come to order, 
Assistant SECRETARY OF COMMERCE 


Let us take a look at the general provisions. Mr. Secretary, I notice 
on pages 169 and 170 of the committee print we have some several 
paragraphs of language. I notice section 104 has been deleted. Why 
was it deleted ? 

Mr. Moore. Because the original section called for “hereafter” and 
will carry through, as I understand it. 

Mr. Tuomas. As a matter of fact, it is permanent legislation and it 
is not needed, and the contents have already been fulfilled and 
established ? 

Mr. Moore. That is right. 

Mr. Tuomas. Namely, that in addition to the Assistant Secretaries 
now provided for by law, the Department shall have an additional 
Assistant Secretary of Commerce appointed by the President and con- 
firmed by the Senate. Has that been fulfilled ? 

Mr. Moore. Yes. 


LIMITATION ON MANAGEMENT STUDIES 


Mr. Tuomas. On page 170 you have new language and also sec- 
tion 105, which has been stricken out. The section 105 which has been 
stricken reads in part as follows: 

No part of the appropriations made available in this title shall be available 


for management studies except the $100,000 authorized for transfer to the Office 
of the Secretary. 


In other words it has fulfilled its purpose and you do not need the 
language ? 

Mr. Moore. That is true. 

Mr. Tuomas. You have no further studies underway ? 

Mr. Moore. Not at this time. 

Mr. Nretson. In connection with that general provision, section 15 
of the act of August 12, 1946, would give us authority if it was neces- 
sary at some future date. 

Mr. Tuomas. Is there anything in the bill before this committee 
in dollars and cents to implement that authority ? 

Mr. Nrextson. No, sir. 


TRANSFER AUTHORITY 


Mr. Tuomas. The new language provides for a limitation of 5 per- 
cent of transfers from various activities to other activities within the 
Department. Is that correct? 

Mr. Nietson. That is correct. 








r. 


eS 
al 
n- 


BC- 
en 


ble 
fice 


che 


er’ 
the 


793 


Mr. Tuomas. Then you call for transfers from various components 
of the agency of $10,000 for entertainment. Will that be on certi- 
ficate ? 

Mr. Nretson. That $10,000, while it does not indicate here it will be 
on certificate, it is the plan, if the committee should authorize this, 
to have the Secretary personally certify any amounts that would be 
used for entertainment. 

Mr. Tuomas. Whom would it be used by? 

Mr. Nretson. This is primarily for the top assistant secretarial offi- 
cers in the Department of Commerce for entertainment of interna- 
tional and other groups. 

Mr. THomas. Would there be any objection to having the language 
read : 

Provided further not to exceed $10,000 of such transfer shall be available for 
entertainment only upon certificate of the Secretary of Commerce. 

Mr. Nretson. I can see no objection. 

Mr. Moors. No objection. 

Mr. Tuomas. In this new language on your transfer of 5 percent 
you have a further qualification : 

Provided that such transfer shall be in addition to any other transfers author- 
ized by law but no such transfer shall be used for the creation of new functions 
within the Department. 

What are the other transfers authorized by law that are referred to 
here? 

Mr. Nietson. As an example, Mr. Chairman, under Defense Pro- 
duction Act funds authority has been granted which would allow 
the transfer of particular appropriations or amounts for defense- 
related activities within the Department. 

Mr. THomas. Why do you need both, then ? 

Mr. Nretson. Because this 5 percent is a more general provision 
covering the entire Department. 

Mr. Tuomas. Let us be specific about the Defense Production Act. 
How does that language read? Can you read it into the record at 
this point ? 

Mr. Nretson. Mr. Chairman, I do not have that proviso with me, 
but I shall be glad to insert it in the record. 

Mr. Tuomas. Does it have reference only to the Department of 
Commerce or other agencies of Government ? 

Mr. Nretson. It refers not only to the Department of Commerce 
but to other agencies. 

Mr. Tuomas. Will you insert that proviso in the record at this 
point? 

Mr. Nretson. I shall be very happy to do so. 

(The matter requested is as follows :) 


SECTION 1308. Pusriic LAw 663, ‘‘TRANSFER OF PERSONNEL OR FUNDS” 


During the current fiscal year, personnel and appropriations or funds avail- 
able for salaries and expenses to any department, agency, or corporation in the 
executive branch of the Government, shall be transferred to any defense activity 
under the jurisdiction of such department or agency in such numbers or amounts 
as may be necessary for the discharge of responsibilities relating to the national 


— assigned to such department, agency, or corporation by or pursuant to 
aw, 
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Mr. Tuomas. Any questions, Mr. Clevenger ? 

Mr. CLeveNnGER. No questions. 

Mr. Tuomas. Mr. Bow. 

Mr. Bow. Mr. Secretary, on the question of this entertainment 
allowance, is there any other place in the bill that contains language 
for entertainment ? 

Mr. Moore. The Maritime Administrator has a little over $1,000, I 
believe. 

Mr. Bow. Has there ever been an allowance of this kind in the bill 
previously ? 

Mr. Nietson. Mr. Bow, there has not been except in the Maritime 
Administration. 

MANAGEMENT STUDIES 


Mr. Bow. This question of management studies, I am scared to 
death of management studies. I have seen too many of them and 
every time we have one we increase the size of the bill. Is there any 
reason Why we should not put language in the bill that no part of the 
appropriation shall be used for management studies ? 

Mr. Moore. I should hate to see something in the bill to take out 
completely management studies. Some of them are excellent. 

Mr. Bow. Every one I have seen so far, the bill goes up. I do not 
know of any management studies I have seen yet, in this agency or 
any other, that have actually resulted in a reduction of the cost of 
operation. 

Mr. Moore. I am not familiar with management studies in Govern- 
ment, but in industry we have had great success with them. 

Mr. Bow. I think that is true. In industry if you do not watch it 
you go broke and you cannot stay in business as long as we have with 
the debts we have in this Government. 

Mr. Moore. If we had a profit-and-loss sheet, we could do a won- 
derful job. That is what you miss, a profit-and-loss sheet. 

Mr. Bow. Are there any management studies contemplated now 
that are in the planning stage ? 

Mr. Moore. Not tomy knowledge. We would like to use some con- 
sultants in various agencies, but those would be individual consultants, 

Mr. Tuomas. You have that authority. 

Mr. Moore. Yes. But I know of no big studies that are contem- 
plated. Do you? 

Mr. Nrerson. I know of none contemplated at this time. 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Cievencer. It is my thought in looking over this supplemental 
we have just disposed of, how many of those resulted from the action 
of an outside board or commission that was appointed. I watched 
them go through the Congress last August. It sounded like small 
claims going through on the Consent Culehibor: Then we got this 
amazing amount of over $900 million for supplemental and _ place 
after place I could see how they could not have been sold to the Appro- 
priations Committee because of our more intimate knowledge, and 
yet here we were making appropriations for something arrived at 
after a short trip with some college professors—all perfectly won- 
derful gentlemen, of course. 
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Mr. Tuomas. As Mr. Bow pointed out, it usually amounts to a 
reorganization upward. 

Mr. CieveNnceR. That is right. When they asked for legislative 
authority it was always in those last 2 weeks in August before we 
go home. It probably will occur again at the end of this session, I 
do not know, but certainly we have seen things that are costing us 
money that never could have been sold to this committee or any other 
one that has been on the job. So I can appreciate Mr. Bow’s fear. 
That is all. 

Mr. Tuomas. Mr. Horan. 

Mr. Horan. No questions. 

Mr. Tuomas. Thank you, gentlemen. It has been awfully nice 
having you here and we have enjoyed working with you. You have 
been most helpful to the committee. 

Mr. Moore. Thank you, Mr. Chairman. We are most appreciative 
of the kindness you have shown us. 


Fripay, Aprit 29, 1955. 
TARIFF COMMISSION 


WITNESSES 


EDGAR B. BROSSARD, CHAIRMAN 

JOSEPH E. TALBOT, VICE CHAIRMAN 

LYNN R. EDMINSTER, COMMISSIONER 

WALTER R. SCHREIBER, COMMISSIONER 

GLENN W. SUTTON, COMMISSIONER 

LOYLE A. MORRISON, DIRECTOR OF INVESTIGATION 
LOUIS 8. BALLIF, CHIEF, TECHNICAL SERVICE 

BEN D. DORFMAN, CHIEF, ECONOMICS DIVISION 
RUSSELL SHEWMAKER, ASSISTANT GENERAL COUNSEL 
OSCAR KIESSLING, SPECIAL INDUSTRIAL ADVISER 
DONN N. BENT, THE SECRETARY 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
1954 actual 1955 estimate 1956 estimate 





Appropriation orestioite. 112520)... Uo) ocak $1, 291, 37 $1, 327, 000 $1, 400, 000 
Reimbursements from other accounts 20, 28 16, 550 16, 000 
_ . Total available for obligation. --_....-...-..------- ‘ 1,311, 664 1, 343, 550 1, 416, 000 
Unobligated balance, estimated savings....................___- —8, 772 5 








Oli enihniin ee se g 1, 302, 892 1, 343, 550 1, 416, 000 


Obligations by activities 


Description 1954 actual 19S festimate 1956 estimate 
conarentmnnincccemgepsdh nih ND RARER OR Ae ERM yo a he a oe 
1. Research, investigations, and reports on international trade, 

tariffs, and commercial policies._.....................----- $1,091,334 $1, 133, 850 $1, 204, 000 
2. Executive direction and administration..........----------- 211, 558 209, 700 212, 000 


Obligations incurred 


isn hines covineteierensuie haxeves Grenwet 1, 302, 892 1, 343, 550 1, 416, 000 
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Obligations by objects 


Object classification 1954 actual 1955 estimate 1956 estimat 





Total number of permanent positions f 218 
Full-time equivalent of all other positions “ 1 
Average number of all employees. -_.....................-.-.-- 

Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary , 000 
Average grade GS-8. 4 


Personal services: 
I gs a nein eo kna wae $1, 232, 385 $1, 277, 400 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates 


Ae ee re ee , 238, 1, 283, 550 
Travel 3, 33 13, 500 
Te RREOON ON HIND. 5 on fot ccc cw kcancccatontupeens 3 50 
Communication services g 4, 450 

Penalty mail , 3, 000 
Printing and reproduction q 8, 000 
PURIOT GOIN DON WIOUS. «go 0. ose cc i nc cn naueeean 2, 506 6, 500 

Services performed by other agencies hshitcntesaa anal eee ereetiaia io 9, 945 3, 000 
I ee a ee cee anenoeacene 14, 715 12, 800 
Equipment. 5 7, 895 7, 000 
Taxes and assessments. . - 683 700 


Obligations incurred 1, 302, 892 1, 343, 550 1, 416, 00 
Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
1954 actual 1955 estimate 1956 estimate 


Obligaed balance brought forward 2 $97, 968 $45, 473 $52, 903 
Obligations incurred during the year. 1, 302, 892 1, 343, 550 1, 416, 00 














1, 400, 860 1, 389, 023 1, 468, 805 
IIE... 0 uh eun kane tevekiekwekine mat aie alarialatainies — 20, 289 — 16, 550 — 16, 000 
Obligated balance carried forward —45, 473 — 52, 805 — 60, 990 


Total expenditures 1, 335, 098 1, 319, 668 1, 391, 815 


Expenditures are distributed as follows: 

Out of current authorizations 7, 1, 274, 340 1, 339, 195 

Out of prior authorizations 45, 328 52, 620 

Mr. Tuomas. The committee will please come to order. 

We have the pleasure of having with us this morning the Tariff 
Commission, one of the old line agencies of Government. 

We have with us its distinguished Chairman, Mr. Edgar B. Bros- 
sard; the Vice Chairman, Mr. Joseph E. Talbot; Commissioner Lynn 
R. Edminster, certainly an oldtimer; Commissioner Walter R. 
Schreiber; Commissioner Glenn W. Sutton; Mr. Loyle A. Morrison, 
Director of Investigation; Mr. Louis S. Ballif, Chief, Technical 
Service; Mr. Ben D. Dorfman, Chief of the Economics Division; Mr. 
Russell Shewmaker, Assistant General Counsel; Mr. Oscar Kiessling, 
Special Industrial Adviser; and Mr. Donn N. Bent, the Secretary. 

Mr. Chairman, if you or any of your colleagues have a statement 
for us, we would be delighted to listen to you as long as you want to 
talk. 

Mr. Brossarp. Mr. Chairman and members of the committee, we 
have just a one-page memorandum that we would like to read into 
the record, and then submit ourselves to any questions you may 
desire to ask. 

Mr. Tuomas. Very well. 


GENERAL STATEMENT 


Mr. Brossarp. Mr. Chairman and members of the committee, 4 
we appear before you today, the Tariff Commission is in the maids 
of the greatest workload in its history, and is faced with even heavier 
responsibilities in the coming year. 
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The Commission’s regular public investigations, under the “escape 
clause” and “peril point’’ provisions, section 22 of the Agricultural 
Adjustment Act, and other existing statutes, are continuing at a high 
level. Under the recent Customs Simplification Act of 1954, the Com- 
mission has been assigned new duties, including the conduct of ‘anti- 
dumping” eee and a comprehensive study of all tariff 
classifications and the preparation of recommendations for their 
simplification. Both of these new tasks have already required sub- 
stantial added work, which is certain to increase greatly during the 
coming months. 

Whatever the outcome of the trade agreements legislation now pend- 
ing in Congress, it is clear that the tensions resulting from the com- 
petition of imported products with domestic industries will continue 
unabated in the coming year. Correspondingly, the expert and 
objective services of the Tariff Commission are certain to be called 
upon in increasing measure by the Congress, the administration, and 
the public. 

Despite these heavy and rising demands, the Commission is re- 
questing funds to increase its average employment by only 7 em- 
ployees, from the total of 204 in the current year to 211 in 1956. The 
estimate totals $1,416,000, including both personal services and 
miscellaneous expenses, and is analyzed in detail in our written 
justification. From even this brief summary, we believe it will be 
evident that the Commission must have the full amount requested if 
it is to meet its important responsibilities effectively. 

We will be happy to answer any questions or to furnish any addi- 
tional information which may be of assistance. 

Mr. Tuomas. Mr. Chairman, that is a most excellent statement. 
It is to the point and full of meat. 

Gentlemen of the committee, let me take the liberty of commending 
to you a careful perusal of this budget. This is one that is well and 
beautifully gotten up. I think it is by far the best I have seen in the 
last 2 weeks. Every detail is in here and it is in intelligible form. 
You will note, starting with the table on page 4, it even shows their 
employment from 1939 down to date. And for a good chart that I 
have been asking for for the last 2 weeks, let me call your attention 
to the one in the back of this book, a long sheet. This is the way 
they should all be gotten up. It gives you in a bird’s-eye view all 
the activities and the number of people and their grades engaged in 
each activity. 

JUSTIFICATION DATA 


We will insert in the record at this point pages 1, 2, and 3 and this 
employment chart on page 4. 
(The material referred to is as follows:) 


GENERAL JUSTIFICATION 
I. INTRODUCTORY SUMMARY 


The Tariff Commission’s total estimate for 1956 is $1,416,000. The amount 
requested for personal services is $1,345,000, which will provide an average 
annual employment of 211. While this is slightly larger than the average employ- 
ment of 204 estimated for the current fiscal year, it is considered the minimum 
hecessary if the Commission is to meet the increasing demands upon its services. 

The activity groupings adopted for previous years by agreement between the 
Bureau of the Budget and the Commission are carried forward in the present 
estimates. Estimates for the two activities may be summarized as follows: 
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Activity I is stated: “Research, investigations, and reports on internationa| 
trade, tariffs and commercial policies.’’ This covers all substantive work of the 
Commission, as well as all miscellaneous expenses. The total requested for this 
activity is $1,204,000. Of this amount, $1,133,000 is for personal services at an 
average annual employment of 177. The balance of $71,000 provides for aij 
miscellaneous expenses. 

Activity II is entitled: ‘“‘ Executive direction and administration.” It includes 
the Commissioners’ offices and the administrative services. The total request 
for this activity. is $212,000, for, an average annual employment. of. 34. - Apart 
from the offices of the Commissioners, whose salaries are fixed by law, the, estimate 
for administrative services totals $95,295 for an average annual employment of 22, 
This amount is 6.7 percent of the total appropriation, a smaller proportion than 
in the current and previous years. 

The bases for the foregoing estimates are analyzed in detail by major categories 
of work, in the following justification. At this time we wish to emphasize briefly 
certain basic considerations. 

The Commission has arrived at its estimates for 1956 only after the most carefu| 
study, and with full consideration of the importance of achieving all possible 
reductions in Federal expenditures. 

The small increase requested is considered absolutely essential if the Commission 
is to meet the rising demands from Congress, the administration, and from 
industry, for its services, primarily in the conduct of investigations which the 
Commission is legally required to complete within statutory deadline periods. 

The recently approved Customs Simplification Act of 1954 (Public Law 768, 
83d Cong.), has imposed on the Commission heavy new responsibilities in addition 
to those previously existing. Under 'that act, the Commission must, within 2 
years, make a comprehensive investigation of the entire United States tariff 
structure, and, after public hearings, reeommend a simplified revision thereof. 

The Customs Simplification Act also transfers to the Commission from the 
Treasury Department the responsibility under the Anti-Dumping Act, 1921, for 
determining, after investigation, whether an industry in the United States is 
being or is likely to be injured, or prevented from being established, by reason 
of the importation of merchandise which the Secretary of the Treasury has 
determined is being, or is likely to be sold in the United States or elsewhere at 
less than its fair value. 

It is obviously impossible for the Commission to foresee at the present time the 
nature and extent of its workload during 1956 under either of the above-mentioned 
provisions of the Customs Simplification Act of 1954. In the present estimates, 
we have contemplated that such work can be carried out within existing appro 
priations for the current year. and have included only the most conservative 
estimates for such work for fiscal 1956. We wish to point out that after we have 
been engaged in this new work for a few months and obtain a clearer under- 
as of what is involved, we may find it necessary to submit revised estimates 

or 1956. 

A perspective of the Commission’s average employment over an 18-year 

period is shown in the following table. 


Average employment table, 1939-56 


Year: Year—Continued 
DS iano irene teen th dank eg a 303 


COMPARATIVE MAN-YEAR TABLE 


Mr. Tuomas. We will also insert in the record at this point a table 
on:which I do not see a page number, but it is headed ‘‘Comparative 
Man-Year Table.’ It gives the employment in each activity and 
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even breaks it down, under public investigations, into escape-clause 
investigations: investigations under section 22, Agricultural Adjust- 
ment Act; investigations under section 332, Tariff Act of 1930; peril- 
point investigations; tariff simplification investigation; antidumping 
investigations; and other public investigations. 

Furnishing technical information and assistance is broken down into 
three classifications, to Congress; to other Federal agencies; and to 
industry and the public. 

Special reports and activities are broken down into four categories; 
and then it gives the employment in assembling and analyzing basic 
data. It is an excellent table and gives you the bird’s-eye view. 

(The table referred to is as follows:) 


Comparative man-year table (by fiscal years) 





























Man-years | Man-years 
expended | estimated 
Activity . 
1962 | 1958 | 1064 | 1055 1956 
Activity I: | 
(a) Pebliel Sa Gp 5 <0 nw hs ono nda Benne ee eee eee 34.4 | 47.8 | 47.2 66 70 
1. Escape-clause investigations. -_...................-.--.-.--. 30.7 | 32.1 | 28.7 30 30 
2. Investigations under section 22, Agricultural Adjustment 

PE el ate ann gon nits En dabnmadicdamennieaare 25; 8&3 7.4 7 7 
3. Investigations under section 332, Tariff Act wacal sab an we 10 10 
4. Peril point investigations -_.._._.............-_-- ake .6 | sonics hana SO Bicaed 
5. Tariff simplification investigation. ..........._._- diel ceatetiaga Died eee 3 8 
nk c ennntvbonctnsadcdabvenann ees ee 3 10 
7. Other public investigations. __........._.....___- Sri: i 4) 24] 48 5 5 

(o) Furnishing technical information and assistance ----._--_.....---- 26.4 | 27.3 22.8; 2 
5 TN hk Fo Si. axtentianmeces 63] 55| 87 7| 7 
2. To other Federal agencies_____...........-- ceases een 10.4 | 11.3 | 11.6 6 6 
eee ae ea ae 9.7 | 10.5] 9.5 10 10 
(c) Special reports and activities.............../.-------------------- 48.6 | 325|20.1| 34| 33 
1, Summaries of tariff information-__--_...............---.-- 13.9 11.2 | 12.1 12 12 
2. Reports on synthetic organic chemicals 8.1] 9.6] 85 9 10 
3. Trade agreements reports and activities__ 7.6} 65] 53 | 10 8 
4. Miscellaneous reports and activities.___.............-.-.-- 19.1}; 5&2] 32 3 3 
(d) Assembling and analyzing basic data.......................-_.-- 52.4 | 54.4) 549) 47] 651 
MIE Bilin threo a cnchcinadtaaweasnaseeeomsasa 161.8 |162.0 |161.0 170 177 
RN cckccpih Cetconsatinahnentiniocsmninsminantabenncecdini | 39.2 | 33.0) 34.0| 34] 34 
CTS ia 6 selbasihenccicsecabinbncaeeeseemuemaaae ‘201.0 |196.0 1196.0 | 204 | Laut 





INCREASE IN PERSONNEL 


Mr. THomas. You have 204 employees at the present time and you 
want to increase it to 211. With your present workload it appears to 
me that is a rather modest increase. 


OTHER OBJECTS 


Do you have another table showing your other objects? 

Mr. Bent. Page 6 is the one that has the other objects. 

Mr. Tuomas. Yes. We will insert page 6 in the record at this 
point. 

(The table referred to is as follows:) 
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Mr. Tuomas. You will notice the “Other objects” here run not 
25 percent or 20 percent or 15 percent, but this figures out about 
5 percent. 

Mr. Bent. It has been approximately 5 percent for many years. 

Mr. Tuomas. Any questions, Mr. Clevenger? 

Mr. CLevencER. No, I have no comment except one of rather 
pleased amazement to see the submission of a budget like this that 
you can comprehend without spending a week looking it over. 

" Mr. Brossarp. Thank you very much. We try to be helpful. 

Mr. CLevenGER. I have no further comment. 

Mr. Tuomas. Mr. Bow. 

Mr. Bow. I have no questions, Mr. Chairman. 

Mr. Tuomas. Mr. Horan. 

Mr. Horan. No questions. 


REPORTS 


Mr. Tuomas. How many reports have you made to the Congress, 
say up to December 31, for the present fiscal year? 

Mr. Bent. I have some tables that show the number of different 
types of action that we have started and completed, and for the 
present fiscal year here is an additional chart that lists them by name. 

Mr. THomas. How does this table differ from the other? 

Mr. Brent. The one that was in our budget justifications relates 
these activities to the man-years expended. These list the investiga- 
tions by name, and by number and type. 

Mr. Toomas. We will insert both of them in the record. 

(The material referred to is as follows:) 
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Investigations ordered, completed, and pending for fiscal years 1951 to 1956 


| | 
Pending— 
Investiga- | Investiga- 
Fiscal year ending June 30 and type of investigation tions tions com- 
ordered pleted Beginning | End of 

of fiscal fisea) 


955: 
Tariff Act of 1930: 
. 332 


oni Simplification Act of 1954 
Antidumping Act of 1921, as amended 


Total, all investigations 


1954: 
Tariff Act of 1930: 
Sec. 332 


1952: 


"Additional information 
Agricultural Adjustment Act, as amended, section 
22 


1951: 
Tariff Act of 1930: 
Section 332 


Trade Agreements Act, as amended: Section 7 or 
Executive orders 





1 Includes investigations scheduled for completion prior to June 30, 1955. 
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Investigations ordered, completed, and pending for fiscal year 1955, by subject matter 


LLL LLRs 


Pending 
Type of investigation and eens Investigations 


subject matter ordered completed | 
Beginning of fiscal | End of fiscal 


_———_————— 


Tariff Act of 1930: 








See, $6 oiiandeevcsoas Hardboard, fluor- | 50 percent study, | 50 percent study. | None. 
spar. hardboard, 
flvorspar. 
Sis TOR. otceecen Corkboard. ......- Cotton gloves__--- Cotton gloves. __-- Corkboard. 
Set. $0 astnendedncnas POND gu ckeneun Star sapphires, | Star sapphires, | None. 
pocket combina- pocket combina- 
tion tool. tion tool. 
Trade Agreements Act, as 
amended: 
Seo. 9... accettienases Japan, Japan sup- | Japan, Japan sup- | Nome-_-_-_-_---___-- None. 
plemental, Swit- plemental, Swit- 
zerland. zerland. 
ped Ta. ee ace Coconuts, ply- | Clothespins, | Clothespins, | Ferrocerium. 
wood, fescue chicory, wood chicory, wood 
seed, ferroce- screw, wool screw, wool 
rium, alsike gloves, glue and gloves, glue and 
cloverseed. gelatin, bicycles, gelatin, bicycles. 
coconuts, Mly- 
wond, fescue 
seed, alsike 
cloverseed. 
Executive Order | None--.........-.-.- Dried figs, fur-felt | None_..........--- None. 
10401. ~ hatters’ 
ur. 
Additional infor- | None-...........--- Silk scarves-_....-- Silk scarves_-__---.- None 
mation. 
Agricultural Adjustment | Durum wheat, | Durum’ wheat, | Edible tree nuts, | None. 
Act, as amended, sec. 22. nuts, oats, edible tree nuts, tung oil. 
ley, peanuts peanuts, oats, 
(second), cheese. tung oil, barley, 
peanuts (sec- 
ond), cheese. 
Customs Simplification | Interim report, | Interim report._..| Nome-__.-...-.--..- Tariff sim- 
Act of 1954. tariff simplifi- plification 
cation study. study. 
Antidumping Act of 1921, | Muriate of potash | Muriate of potash | None--.......-.-..- | None. 
as amended. from East Ger- from East Ger- 


many, muriate many, muriate 
of potash from of potash from 
France and France and 
West Germany. West Germany. 


PRINCIPAL ACTIVITIES IN 1956 


Mr. THomas. What will be your main activities in 1956? Do you 
have any particular activities you will devote the larger amount of 
your time to rather than the normal studies you usually make? 

Mr. Brossarp. There are really two fields that are pressing. One 
will be escape-clause investigations which will increase because of 
more competition from foreign countries and more wanting relief. 
Our other investigation, which is new, will be the tariff simplification 
studies Congress ordered us to do last year, where we have to con- 
duct an investigation of the current tariff schedules and recommend 
to Congress such changes as are appropriate for a simplification of 
existing tariff schedules. 

Mr. THomas. Suppose the present pending legislation dealing with 
the tariff is passed, in one form or another, how will that affect your 
workload for fiscal year 1956? 

Mr. Brossarp. We anticipate an increase in work as a result of that 
for the reason I have just stated, that probably more industries will 
want to get an escape-clause investigation, and also the extension of 
the trade-agreements program. I do not know whether there are 
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other trade agreements in contemplation at this time, but the extension 
of the program might bring about some further trade agreements. 


INVESTIGATIONS 


Mr. Tuomas. How many investigations are presently under way 
and what commodities are involved? 

Mr. Bent. This is a list of all those presently pending [handing lis 
to the chairman]. 

Mr. Tuomas. How long is it? 

Mr. Brossarp. It is just that front page, and the accompanying 
pages are details. 

Mr. Tuomas. In response to the question we will insert in the record 
at this point this green sheet. I notice it includes dairy products, 
bicycles, corkboard, hardwood plywood, alsike cloverseed, and so on, 
and you have a breakdown on that. 

(The material referred to is as follows:) 


Unitep States TARIFF COMMISSION, OFFICE OF THE SECRETARY 


Calendar of hearings and of deadline dates for pending escape clause and other 
investigations 


Action indicated on due date 
Due dates 
Commodity, number, and type of in chrono- 
investigation logical Supplement 
order Hearing| Briefs report report under 


1955 
Fluorspar: Sec. 332 investigation Feb. 18* 
Peanuts: Supplemental investigation No. | Apr. 30* 
6, sec. 22. 
Dairy products: Sec. 22, investigation 6 | May 10 
(supplemental). 
Bicycles: Investigation No. 37, sec. 7_----- May 13* 
Ferrocerium: Investigation No. 41, sec. 7..| May 17 
Corkboard (cork insulation): Investiga- | June 1 2 
tion No. 119, sec. 336. 
Hardwood plywood: Investigation No. 
39, sec. 7. 
Dairy products: Sec. 22, investigation 
6 (supplemental). 
Alsike clover seed: Investigation 31 (con- 
tinued). 
Corkboard (cork insulation): Investiga- 
tion No. 119, sec. 336. 
Red fescue seed: Investigation No. 40, 


sec. t. 
Dried figs: Investigation No. 12, sec. 7---- 
Women’s fur-felt hats, etc.: Investigation 
No. 2, E. O. 10082. 
Ferrocerium: Investigation No. 41, sec. 7_- 








Hatters’ fur: Investigation No. 3, E. O. 
10082 


Watch movements and parts: Investiga- | July 27 
tion No. 26, sec. 7. 

Tariff simplification study: Customs Sim- | Sept, 1..--.-|_.--.---|..------ 
plification Act. 





Norte.—Asterisk (*) indicates deadline date tentatively fixed for administrative purposes; other 
completion dates fixed by law, Congress, or the President. 


2 This hearing was postponed from Apr, 5, 1955. 








765 





“eC6l ‘FI “Sny 


9 #9961 ‘0% “dy 


“ee6r ‘Z ouns 


"9961 ‘1 “deg 


2°SG61 ‘Z “Sny 


roger ‘% Av 


*Aunfuy jo Zuypuy ou 
‘ec6l ‘Z “avyy ‘Aansveiy, Jo Arvje10eg 01 UES 10940'T 
‘sjiodurl peyuemeddns Zupao 
-[@ uorjeurepoid ponss] ‘ecgl “6 “AB UO JUOpIselg 


ssoiZoid uy 410de1 Yes ‘poye[durod YAOMpO 


a UOTSSTUIMIOD 0} PONG LIsIp sjoliq JO syovrjsqy 
*‘ssoiz0id uy odei yeys !pozA[eue puv poate 
BZuyoq siojiodull puv sieonpoid wow seieuu0rysent 


. ~-OC6I ‘GI ‘ABI Pesvopel Juodel wiy104UT 
“ssoid0id ul 410de1 eis 

‘pezA[eue PUB PeATI001 Buloq oe1B selTBUTIOT Senet 

CoB I 

| ‘OF “ABIL 9OPITUINIOD VULUTY O}BUIg 03 JUS JIOday 


~---"""-naqerdur0o A[jetjied YIOMpeLs 


CC6L ‘FI “AB JUOPTselg 0} Juss 40dey 





“OOIUIWMIOD “YW pus ‘gq eojoq 410de1 
pes Areuyunpeig ‘j40de1 JeyyIny pus uUuoyeEs 
-T]S9A U] JO DOUBNUTIUOD JOJ PAYS JUIPISe “PCS ‘FT 
A[ng uQ ‘SUOTJVPUSUIUIODGI WOTssTUIIOD SuTdeo 
-O8 UOTJeUIBpIOId poensst ‘pesl ‘OE 9UNL UO JUVpPTseIg 


“-""""GC6T ‘IZ “God | 


ae S96 ‘0g “ULL 


SS6I ‘ZS “AVIV 


["--" "9961 ‘8¢ “BIN 


“-""@e6T ‘Gz ‘idy 


“-"“FR6I “08 “00CT 
eon SOI ‘GT “Us 


"9% 
‘AON 0} popuey 
“XO “$961 ‘LZ “PO 


S961 ‘IZ “ABN 


“PS6T 
‘or “qaqa ‘Aldor 
qUTBIAUIOD *Fe6T 
‘t ‘qeq osuods 





uor}eTd uI100 
JO} BUTT pBeqd 


S1On 


snjejys JuOselg 





“PS61 ‘ST “AON pag “OY :PS6I ‘ST 
sjvoddy juo}eqd puv surojsng Jo yno0D 0} [woddy | ‘uve ‘juTefduI0D 
| — — —— 
| UOl}BULIO;UT 


Joy10O pues sjoriq 
BSul[ly 10} 04Rq | 


‘T 
“ad y-8¢ “18 


a 2 “ABN 
9961 


pe 2 00 
1961 


es 1 “3dog 
1961 


* (suTIe8Y 
Pz) OL “WIN 
$961 





yep ZuLivoyL 





0z “00d 
9% “AON 


€% “AON 
7961 


TZ “qo 
9961 
LI “3deg 


r “uve 
9961 


zz ounr 
7961 


6 “00d 


91 “3dog 
S96I 


poingtysut 


suol} 


-BZ1SVAU] 





¢ “ydag 


g 


I “3deg 
‘ny 
‘any 


2 ‘any 


FT ouns 


7961 


£&% “AON 


It ‘any 


S96T 





poateool 


- 


uol} 
eoyddy 


“992 ‘d ‘a[qu} JO po 48 S91 0T}00] 00g 


“"qoud’y “AW ‘AQWBOOW “IW (Z “ON 
UOTIBZ}JseAUT Zu;duINp}juB) (eoUBIA puv AUBUT 
-10) JO GAT}BJUESeIdOI [BIDPOT) YSejod Jo oyeTAN 
*SSBAO'T “IN ‘pUTyTO'T “I ‘Mey “IW ‘(T) 9 

‘ON UOs}VZTJSOAUT [eJUeME;ddns Zz ‘Oos) synuBeg 
“UBpeUM “IW ‘107100 “IJ (OF 
‘ON UWOT}VSTJSOAUT OSNBID odvose) pees ONdSeJ por 


“‘queg “IU ‘IIe “AY (Teyueurefddns—z ‘on uo 
-B3TISOAUT ¢ “O0S) UBdBS—UOT}BZTISOAUT JUTOd-[1190g 


“youA'y “I ‘SUIETTTMOW “A (68 “ON 
UOTIVSISOAUT osNep-dsdvose) poomATd PooMpieyL 


paar Joyeulmoys “I, ‘Apnys woreog [dus Bye, L 
“BIOM “JIN 

‘s19AUIqURS “IPT (UOTIBZTSOAUT ZEE *99S) IedsiON 7 
“OOI10 “IN 

‘UBSIOW “IPQ (UOTIBSTISOAUT ZEE “90S) prvOqpIeAy 


*sqooer “1 
‘SIABILL, “IJV (611 ‘ON WOTVSTISOAUT OEE “D0S) “030 
‘y100 JO ON[BA JoTYO UT JO AT[OYM ‘UOT}eIMSUT YOO 


“uoWeg ‘I ‘WIT “AV 


(LE “ON UOT}esTJsoAUT esnep-edeose) ‘sopADTg 


*S0A00 
UOTIVITSOAUT YSNeIO- 


“IW ‘2341ny “IW (1e “ON 
80S9) ‘pees JOAO[D OXISTY 


“AQNVOIW “IIA “CH “IA (ET “ON WOTWeBT}S0A UT 
Leg “00S) saIqqni pues seiqddes iejs dey UAg 





peuzisse jeuuosied puv ed4q pure yoofqng 


suorynbysaaur pun ‘spurnjduoos ‘suoynoyddy burpuad fo snjznj8 fo ,10da4 fiyyquopy 


> 2 Ff Ess 
= — —_ So © Sy 
rn my oS a — 





)lement 
t under 
). 10401 








other 


KK 


o 


61922—55——_49 





‘Tidy “pe RoOIpuUl aSTM10y IO SseyuN ‘MeBl Aq pexy Sseiep uo0T} 
19qjB 9IqQIssod sB UOOS sB pez}IUIqNS 9q ssUIPUY IY} peysenbes sey JUBPISAg 9y,L » -9[dur100 Jay}0 ‘sasodind Al eISIUTUIpe JO} pexy A[OATIBIUG) IVP SUI[PBep sezvoIpuy 
“PS61 ‘T “3deg poaoidde "ecg ‘¢ “Ady WO’ peuodysod Zulswey] 


‘6661 JO YW uOoMvoyTdurtg su10jsng oy) JO J ef) JopuN Joy popraoid Apnjs B® SI SIWL ¢ “‘quepiselg Aq 19S ayBp sul pBa] 





eSS6 ‘Og ‘Ady ; “--gsa00id uy ZuyIBeY JOJ SULT 


6L Ady | 1g “ze ‘ON UOTeAISeAUT [ejUeWMe[ddNs ZZ ‘oes) sJnUveg 
7 “queg “JU ‘IP “AW ‘(€ “ON WOTesIQSeA 

9 eSS6I ‘02 “Ady ““““OISSTUIMIOD 03 PeINQIsIp sjeliq JO sjov1jsqy | "eel ‘8g “avy | “Ad y-gz “IB | IZ “GQ9q |----~~ >>" >| -UT & 00S) pPUBlAEZITMG—UOTVZIIseAuT yuOd-[Ie8g 

9961 $961 


| *‘SSBAO’'T “IY ‘PUTYIO’T “py ‘MB'T “apy ‘(Z) 9 





| 
| UOT} BULIOJUT poeINISUT) PeATee | 
JoY}O PUB sjoliq o7ep SuLlveyy suoly uo | peuzisse [ouuosied pus odA4 pus yoofqng 
SuUI[IJ 10J o18q -eatjseauy, -woyddy | 
| 


uoy}0[d W100 


JO} BUT[pBoC SnyeIs JUVSII 


penuryu0g—suorpbrsaaur pun ‘syurpjdwoo ‘suoynoyddn buipuad fo snynjs fo jsodas hyyquopy 








767 






Mr. Tuomas. Any questions? 

Mr. Ftoop. No questions. 

Mr. CLEVENGER. No questions. 

Mr. Bow. No questions. 

Mr. Horan. No questions. 

Mr. Tuomas. Thank you very much. 


Fripay, AprIL 29, 1955. 
ADVISORY COMMITTEE ON WEATHER CONTROL 


WITNESSES 


CAPT. HOWARD T. ORVILLE, CHAIRMAN 
CHARLES GARDNER, JR., EXECUTIVE SECRETARY 
CAPT. F. A. BERRY, CHIEF SCIENTIFIC ADVISER 


SALARIES AND EXPENSES 


Amounts available for obligation 


eres, Be tae ak gs ak sta Shales an oe ae al a ce i a aan ee as $120, 000 
it eo eae eo ae ee ee eee ica a an grees = _... 295, 000 


Obligations by activities 


Evaluation of experiments in weather modification: 
POO te Sea Beale Ga a ee nt ee dn Daina he a a als $120, 000 
ROR s era a a ere alee ce een ole be eck Raewd 295, 000 


Obligations by objects 





Object classification 1954 actual | 1955 estimate! 1956 estimate 
Total number of permanent positions Fades 2 14 14 
Full-time equivalent of all other positions -_- 3 $ 
Average number of all employees--.-_- ait 12 Is 
Number of employees at end of year_---_--- 14 14 


Average salaries and grades: 
General schedule grades: 
eee oe eee ey a talans $4, 855 $4, S84 
Average grade. ....._... Geeudeuee ave Gs-7.5 GS-7.5 


Personal services: 


Permanent positions -- edith si cidde peed $48, 230 $75, 115 
Positions other than permanent_-- sda: 36, 800 45, 200 
Regular pay in excess of 52-week base -_- cece 200) 295 

Other payments for personal services- - --- bees 8, 600 | ° 10, 840 

Total personal services_.__----- oak Pit mere 93, 920 131, 450 

So htt... 2... ee ee ; Joes eee oes 13, 000 25, 000 
(4 Communications services_-_.__.------ Zancai aeetaet ai “ 3, 000 6, 000 
06 Printing and reproduction--_----.---- be Lessee . 5, 000 12, 000 
07 Other contractual services. ..._-.----- See eaten ter abdae shea hon ; 115, 000 
08 Supplies and materials._...._....-_- eka ct wake enumeee trem 1, 000 1, 500 
09 Equipment._____- eR ee pe eee ; 3, 500 3, 125 
es a eae ee ae ag 580 925 
CO, SE ie, ee eee ake acs asec 120, 000 295, 000 


_—_—— TT 
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Analysis of expenditures 


— 


| 1954 actual | 1955 estimate | 1956 estimat, 


| = 


Obligated balance brought forward . -- =i Shad $6, 000 
Obligations incurred during the year............._---.__.--_--! a $120, 000 295, Od 





; Be ae ee 120, 000 | 301, 00 
Obligated balance carried forward - é ‘ —6, 000 — 15,00 


NNO sida dik oct Ri as cclnnsnaackbocsd eal : 114, 000 286 000 





Expenditures are distributed as follows: a 
Out of current authorizations. -.-.......--...--...-------- Z | . 280, 00 
Out of prior year authorizations | 4 6, 00 








Mr. Tuomas. Will the committee please come to order. 

We have with us this morning the Advisory Committee on Weather 
Control. It is very nice to have with us the very able chairman, 
Capt. Howard T. Orville; Mr. Charles Gardner, Jr., the executive 

secretary; and Capt. F. A. Berry, the chief scientific adviser. 

Do you have a statement for us, Mr. Chairman? 

Captain Orvitue. Yes. I have a short statement, after which Mr, 
Gardner will have a short statement. 

Mr. THomas. You may proceed. 


GENERAL STATEMENT 


Captain Orvitte. My name is Capt. Howard T. Orville, USN 
(retired). Iam associated with Friez Instrument Division of Bendix 
Aviation Corp., at Baltimore, Md., and since appointment of the 
Advisory Committee on Weather Control, I have served as its 
Chairman and have devoted a considerable amount of my time to its 
work. 

The Advisory Committee consists of 11 members, listed in appendix 
I of our budget statement with background information about them. 

With me today are Charles Gardner, Jr., Executive Secretary, and 
Capt. F. A. Berry, USN, Chief Scientific Adviser. Mr. Gardner has 
served as executive secretary of the South Dakota Natural Resources 
Commission and as an assistant to Senator Francis Case dealing with 
matters connected with the development and conservation of water 
resources. Captain Berry is a naval aerologist, serving on reimburs- 
able detail with the Advisory Committee. He enjoys an international 
reputation for his scientific and administrative accomplishments. 

If agreeable, I propose to make a brief statement. Then Mr. 
Gardner will make a statement on the present status of weather 
modification and finally Captain Berry will give a short discussion 0! 
the scientific aspects. We believe that this brief presentation wil 
automatically answer many of your questions about the job we are 
doing and how we are doing it. 

I would like to make these general remarks: 

First, it is my opinion that our budget request for fiscal year 1950 
($295, 000) i is an extremely modest one compared to the importance 0 of 
problem, to the cost of publicly financed experiments in cloud physics, 
and to the great potential benefits. 

Since 1950, farmers, ranchers, power companies, and other wate! 
users have been spending not thousands but millions of dollars 00 
rain-increasing projects—without knowing whether they are getting 
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something for their money or paying for rain which would have fallen 
naturally. 

Reports we are getting this year indicate more activity in this field 
than any year since 1951, and probably 1955 will exceed 1951. 
During the past few years, projects have been carried out in 36 of the 
48 States and we expect new ones to be added this year, 

Only a methodical, nationwide survey can get the answers on 
effectiveness of these weather experiments. 

If we find that these projects cannot produce important results, we 
will report this to the public and discourage farmers, ranchers, and 
others from continuing an unnecessary expenditure. This will lay 
the ghost and save the public millions of dollars. 

If we find that projects work only in certain circumstances or in 
certain areas, we will report this, thus preventing unwise expenditure 
but encouraging the use of cloud seeding techniques where they can 
produce beneficial results. 

If we find we can confirm results claimed by the cloud-seeders, then 
we can clear the way for the maximum development of a new and plen- 
tiful water resource. Whatever our findings, therefore, they will have 
direct and immediate economic results. 

These projects need not produce large percentage wise increases in 
precipitation to pay for themselves and produce beneficial results. 

We calculate that 0.01 of an inch increased rainfall on spring wheat 
will pay for the usual commercial operation. Any larger increase 
will produce a favorable benefit-cost ratio. 

We calculate conservatively that a 10 percent increase in the Colo- 
rado River basin will produce additional water worth $15 million 
during an average year. A 10 percent increase in the Missouri basin 
will produce an increase of $450 million in gross annual returns. 

These calculations involve Western States. It seems apparent to 
us, however, that Eastern States might eventually benefit most, be- 
cause seeding opportunities occur there more frequently and consis- 
tently and because these States can put water to uses offering a much 
greater retura. 

One can hardly pick up a newspaper without reading of large-scale 
droughts in the West, local droughts and water shortages in Eastern 
and Southern States. Meanwhile agricultural, industrial, and munici- 
pal consumption of water continues to increase rapidly. We do not 
suggest that rain-increasing can solve all the problems of drought and 
water shortage. However, it might mitigate these problems sub- 
stantially and of course any addition to the Nation’s water supply or 
improvement in distribution will have great economic significance. 

Second, we expect this is the last budget request we shall submit to 
the Congress. We are a temporary agency, required by law to submit 
a final report by June 30, 1956, and to go out of existence 30 days 
thereafter. 

Third, we think that we have developed a small but smoothly 
functioning organization. We have met with difficulties in getting 
personnel having the qualifications necessary for our staff work. We 
have not hired persons until the need for their services arose. And we 
have not hired persons until we found the ones with the right quali- 
fieations. This has meant some delay but has not imperiled our 
program. 
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With this small staff, we have been engaged in a factfinding phase 
gathering a tremendous number of reports, consulting with many of 
the leading scientists in the country and assembling information from 
all possible sources. From this effort we have been able to develop 
a program comprising two entirely new methods or techniques of 
evaluating the results of cloud seeding. One method involves 4 
statistical approach and the other is a physical evaluation both of 
which will be explained by Mr. Gardner and Captain Berry. 


MEMBERSHIP OF ADVISORY COMMITTEE ON WEATHER CONTROL 


Mr. Tuomas. Will you detail the membership of the Advisory 


Committee on Weather Control, giving their names and the organ- 
izations from which they come. 

Captain Orvintte. Yes, sir. The Committee is made up of five 
members from private life: 

Dean A. M. Eberle, dean of agriculture at South Dakota State 
College. 

Lewis W. Douglas from Arizona; he is a prominent banker and 
rancher. 

Joseph J. George, who is the highest ranking weatherman in the 
United States Air Force Reserve with the rank of brigadier general. 
= is superintendent of meteorology for Eastern Air Lines at Atlanta, 

ra. 

Kenneth C. Spengler, executive secretary of the American Meteoro- 
logical Society with headquarters at Boston, Mass. 

And myself. We are the five members from private life. In addi- f 
tion, there are six members representing departments of the Federal 
Government: 

Department of Defense: Donald A. Quarles, Assistant Secretary of 
Defense for Research and Development. 

Department of the Interior: Clarence A. Dairs, Under Secretary 
of the Interior. 

Department of Agriculture: Ervin L. Peterson, Assistant Secretary 
of Agriculture. 

Department of Commerce: Louis S. Rothschild, Under Secretary of 
Commerce for Transportation. 

Department of Health, Education, and Welfare: Leonard A. 
Scheele, Surgeon General. 

National Science Foundation: Alan T. Waterman, Director. 

Those are the 11 members. 


COMPENSATION OF MEMBERS 


Mr. Tuomas. Out of the 11 how many on the Committee draw 
compensation? 

Captain Orvitte. The 5 members from private life, under Public 
Law 256, are entitled to $50 per diem when serving on the Committee. 
Four regularly accept that compensation and the Chairman does not. 

Mr. Tuomas. What about those representing Federal agencies? 

Captain Orvitie. Those representing Federal agencies get travel 
and subsistence but do not draw a per diem. 








hase 
Ly of 
from 
elop 
as of 
es a 
th of 


sory 
‘gan- 


five 
State 
and 
. the 
eral, 


unta, 


POro- 


iddi- E 


Jeral 
ry of 
tary 
tary 


ry of 


draw 


ublic 
thee. 


not. 
9 


) 


ravel 


771 


PERSONAL SERVICES 


Mr. Tuomas. Your personal services cost jumps from $93,920 for 
fiscal year 1955 to $131,450 for fiscal year 1956, but it seems your 
employment remains at 14 people. How do you explain the increase 
in cost? 

Captain Orvitte. We received funds July 1, but because of the 
temporary nature of the Committee we were unable to get our com- 
plete staff until January of this year. 

Mr. Tuomas. In other words it is on a prorated 12-month basis? 

Captain OrviLueE. Yes, sir. 

Mr. Tuomas. How many months did you function in 1955? About 


7 months? 


Captain Orviuue. In 1955 it will be 12 months. 

Mr. Tuomas. When were you established? 

Captain OrvitLeE. We were established December 9, 1953, but 
received no funds until July 1, 1954. That gives us a complete year. 


EXPIRATION DATE 


Mr. Tuomas. When does this organization expire by operation of 
law? 

Captain Orvitte. We have to submit our final report to the 
President by June 30, 1956, and 30 days thereafter the Committee 
ceases to exist. 

OTHER OBJECTS 


Mr. Tuomas. I notice your travel jumps from $13,000 to $25,000. 

Captain OrviLue. Yes, sir. 

Mr. Tuomas. Your communications services jump from $3,000 to 
$6,000. 

Captain OrviLuE. Yes, sir. 

Mr. Tuomas. And printing and reproduction jumps from $5,000 to 
$12,000. 

Captain ORVILLE. Yes, sir. 

Mr. Tuomas. Other contractual services is a new item for which 
you are requesting $115,000. 

Captain Orvitie. Yes, sir. 

Mr. Toomas. What is that $115,000 item? 

Captain Orvitte. That is for a program which will involve physical 
evaluation. The key project will be set up at Mount Washington in 
New Hampshire and will tie in with a statistical evaluation which our 
technical group is working on now. The major portion of these funds 
will be for the physical evaluation project at Mount Washington, 


N.H 
TOTAL INCREASE 


Mr. Tuomas. I notice the total appropriation jumps from $120,000 
to $295,000, an inerease of $175,000. 

It might be well to insert page 1 in the record at this point. 

(The page referred to is as follows:) 
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ADVISORY COMMITTEE ON WEATHER CONTROL 


Estimate of appropriation, 1956, “Salaries and expenses”’ 


SR Bree so ee OT Or $120, 000 
CRE 00d ites oe ie ea. tins 21 ie See Jun +175, 000 
I id el ee iia Ta, see 295, 000 


SUMMARY STATEMENT 


This committee was established by the act of August 13, 1953 (67 Stat. 559), 
The act provides that it shall evaluate all public and private experiments in 
weather control and report its findings to the President for submission to the 
Congress from time to time, making a final report no later than June 30, 1956. 

No reasonable person familiar with developments in the field can any longer 
doubt that rainfall can, under certain circumstances, be produced or increased 
with artificial nucleating agents. 

How much? Under what circumstances? At what cost? These are the 
questions that remain before the Nation can find out whether weather modifi- 
cation activities pay out and can be counted on to increase the certainty of crop 
production, mitigate drought, and provide water for added hydroelectric produc- 
tion, for industry, and for municipal use. 


ARTIFICIAL RAINFALL 


Mr. Tuomas. You state on page 1: 


This committee was established by the act of August 13, 1953 (67 Stat. 559). 
The act provides that it shall evaluate all public and private experiments in 
weather control and report its findings to the President for submission to the 
Congress from time to time, making a final report no later than June 30, 1956. 

No reasonable person familiar with developments in the field can any longer 
doubt that rainfall can, under certain circumstances, be produced or increased 
with artificial nucleating agents. 


In that regard, the Weather Bureau has just testified they can in- 
crease the rainfall, but under present knowledge it is doubtful they can 
do it beyond 20 or 30 percent, and perhaps 20 percent is a reasonable 
figure. 

Mr. Fioop. They can guarantee it? 

Mr. Tuomas. The increase, under all information available now, 
will not exceed 20 or 30 percent. 

Captain Orvitie. Even then you must have clouds to seed. 

Mr. Tuomas. Insert pages 2 and 3 in the record, 

(The pages referred to are as follows:) 


COMMENTS ON PROGRAM 
POSSIBLE BENEFITS TO THE NATION FROM CLOUD SEEDING 


In order to bring the overall problem into closer focus, the committee has 
sponsored a study to discover whether, if weather modification is feasible from 
a physical standpoint, it is also feasible from an economic standpoint. 

At the outset of this study it was apparent that the answer to the question 
of economic feasibility depended on the size and frequency of the increases in 
precipitation that could be expected. How small could these increases be and 
yet produce benefits greater than costs? 

The study showed that an increment of 0.01 inch of rainfall on spring wheat 
will increase production enough to pay for the entire cost of an average cloud- 
seeding project (ground generators releasing silver iodide). Assuming 8 inches 
of precipitation during the growing season, this 0.01-inch increment would amount, 
percentagewise, to an increase of one-eighth of 1 percent. ; 

The study demonstrated that it is worthwhile attempting to increase precipita- 
tion even if the effort produces quite small increments. As a corollary, it demon- 
strated that it is worthwhile trying to develop methods of evaluation sensitive 
enough to detect and measure reasonably small increments. 
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During the last 5 years many commercial cloud-seeding operations have been 
carried out. If these operations had produced precipitation increases of 50 per- 
cent, then seemingly these increases would have shown up quite prominently 
in the data now available. Since they have not been obvious in the data, it 
seems reasonable to conclude that increases of that magnitude must be ruled 
out except as they may more or less accidently occur or until techniques improve 
considerably. 

The evaluations performed by the cloud seeders themselves have persistently 
shown increases of 10, 20, 30 percent and more. These “engineering-type’”’ 
evaluations are usually honestly done, though sketchy. More carefully done 
independent evaluations of the same projects have often produced inconclusive 
results. But the committee has ascertained that ordinary methods of statistical 
analysis lack the sensitivity to detect increases of 15 percent and thereabouts. 
There exists, therefore, an area—say from 0 to 30 percent—where increases have 
not been conclusively established nor have they been conclusively disproved. 

The committee’s economic study assumed increases in this area for the purpose 
of calculating benefits which might result from cloud seeding. It found that 
increases of 10 and 20 percent could produce benefit-cost ratios of about 15 to 1 
to as high as 300 to 1, almost invariably higher than the benefit-cost ratios re- 
quired to justify the often large investments in other water resource develop- 
ment and conservation projects. 

The study estimated that a 10-percent increase in precipitation following opera- 
tions in tributary areas of the Colorado River could produce a benefit-cost ratio of 
14.8 to 1 during an average season. The operations would cost about $1 million 
and would produce 2,270,000 acre-feet of increased seasonal runoff. Davis Dam 
cost $36,900,000 (this does not include cost of the power installation) and stores 
1,820,000 acre-feet. The precipitation-increasing operation—assuming the 10- 
percent increase—could therefore produce as much as Davis Dam could store, at 
less cost and with a much smaller investment. 

The study carried calculations of probable yield increases in the Great Plains 
States, assuming the 10-percent increase. For much of the farming area of the 
Missouri Basin this was estimated at 3 bushels additional wheat or 9 bushels 
additional corn per acre, approximately 20-percent increases on a wheat equivalent 
basis. At current price levels this could mean at least $5 increase in production 
per crop acre, with relatively little increase in production costs. This increase on 
the 90 million acres of cropland harvested in the basin would represent an increase 
of $450 million in gross returns, or almost $1,000 per farm. 

The above calculations are rough and the generalizations broad. However, 
they do show the magnitude of possible benefits if we can assume increases. 

One more point might be mentioned: While the Western States have shown the 
most widespread interest in cloud seeding, because of a general scarcity of water, 
the Eastern States may eventually benefit most, first, because seeding opportuni- 
ties may occur more frequently and consistently in those States and, second, 
because they can put the water to higher grade uses. 

The committee’s economic study establishes that the promises of economic 
benefits is great enough to warrant considerable effort (a) to find out whether cloud 
seeding does produce increases and (b) to measure the extent of those increases 
even if quite small. 

PROBLEM OF EVALUATION 


At all events, commercial cloud seeders have been alleging considerable precipi- 
tation inereases. For the protection of the public, these experiments, and the 
claims made for them, have to be looked into and assessed quantitatively. But 
how? That—the problem of evaluation—is the assignment given to this 
committee. 

Last year the committee said: ‘‘No positive methods of evaluating weather 
control experiments are now known.” The committee, therefore, made a small 
budget request ($120,000), feeling that a great deal of careful thought in working 
out methods should precede the actual work of evaluation. 


Mr. Tuomas. Let me read from page 3: 


_ The study estimated that a 10 percent increase in precipitation following opera- 
tions in tributary areas of the Colorado River could produce a benefit-cost ratio 
of 14.8 to 1 during an average season, 

That is less than 20 or 30 percent, is it not? 
Captain OrviLue. Yes, it is. 
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Mr. Tuomas (continuing reading): 


The operations would cost about $1 million and would produce 2,270,000 acre- 
feet of increased seasonal runoff. Davis Dam cost $36,900,000 (this does not 
include cost of the power installation) and stores 1,820,000 acre-feet. The 
precipitation-increasing operation—assuming the 10 percent increase—could 
therefore produce as much as Davis Dam could store, at less cost and with a much 
smaller investment. 


Captain Orvitue. Yes, sir. That was an economic study that a 
group of consultants made for the committee last summer. Dean 
Eberle was chairman of the group and we had several other experts. 

Mr. Tuomas. Are there any general observations you care to make 
to the committee? 

Captain Orvitie. I would like to have Mr. Gardner point out 
what we have been doing and what we have accomplished, and then 
Captain Berry will indicate some of the technical aspects of this study. 

Mr. GarpNner. We have a couple of maps to show. 

Mr. THomas. Excuse me. 

TRAVEL 


We will insert page 14 of the justifications in the record, which 
shows an increase in travel. 
(The page referred to is as follows:) 


TRAVEL (02) 


Very little of the committee’s fiscal year 1955 travel funds have gone or will 
go for expenses of permanent employees. Figures to date indicate that less than 
$4,000 will go for this purpose. Most of the travel funds will pay for committee 
meetings in Washington and in the field, and a substantial part will go to pay 
travel expenses of consultants asked in or asked to represent the committee at 
meetings where the latest scientific information is presented or can be secured 
during informal sessions. 

Committee members from private life come from widely separated parts of the 
Nation. The committee is large, having 11 members plus 6 alternate members 
from Government. Therefore, travel expenses amount to a substantial sum. 

Dealing with a largely unexplored subject in this, the early stages of weather- 
contro] development, the committee members will have to come to some early 
practical judgments if they are going to get the definite answers desired by the 
Congress. Sound judgments do not necessarily come from the study of textbook 
material; instead, they very often come from commonsense impressions received 
in actually observing experimental work and in talking to persons who carry 
out practical work in the field. 

The increased estimate for travel has been arrived at by considering: (a) The 
necessity of further meetings and hearings in the field by the committee, (b) the 
need for the technical staff to witness and inspect actual operations in order to 
intelligently evaluate them, and (c) the experience to date in fiscal year 1955. It 
appears that reasonable travel needs could easily exceed the money ($13,000) 
allotted for travel during the fiscal year; yet the committee has undertaken some 
travel at the expense of other departments and the Government members and 
alternates have often had to use their own agency funds for essential travel. 
The committee feels this is bad budgeting in view of the provision of the act which 
provides that Government members shall be paid their expenses out of committee 
funds (sec. 7, Public Law 256, 83d Cong., Ist sess.). It will be noted that the 
travel item for fiscal year 1956 is not larger percentagewise, taking into account 
the total budget request, than that approved for fiscal year 1955. 
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The following tabulation shows the committee’s estimate for travel during 
fiscal year 1956: 


Committee meetings in Washington (6).....-..--------.------.----- $3, 700 
(ae I nit don canes indienne tiaicmsimaiindaie 8, 800 
gcse clin ed occa 2, 800 
Naa eae les ti i chet eee deen im nica sale bene 2, 900 
I 2, 300 
Travel of scientific consultants (to Washington) - --__- aaa ae ee 3, 400 
pT Rice IRE ME PN leer Ap Ay a Ve ye eit aan aE pire 2, 500 
I i i iN i haat tie vic med ete de 26, 400 
I i ad 0 nin eects este inh Prine ston i pee aaiaan 25, 000 
Mr. Tuomas. I notice you have six Committee meetings in Wash- 
ington. 


Captain OrvILLE. Yes. 

Mr. Tuomas. Committee inspection trips, two. 

Captain OrviLLe. Yes. 

Mr. THomas. Subcommittee meetings, 12; task force inspection 
trips, 2; statistical panel meetings, 6; travel of scientific consultants 
to Washington, $3,400; and staff travel, $2,500. 


PROGRAM FOR PHYSICAL EVALUATION 


Where is your $115,000 item? 

Captain OrvitLe. That is on pages 9, 10, and 11. 

Mr. Tuomas. That is your program for physical evaluation? 

Captain OrviLue. Yes. 

Mr. THomas. We will insert pages 9, 10, and 11 in the record at 
this point. 

(The pages referred to are as follows:) 


PROGRAM FOR PuysicaAL EVALUATION 


Millions of dollars have been invested in weather-control experimental work 
during the past 9 years. Much of this money has gone into commercial-type 
“experiments”’ with the object of producing water rather than scientific informa- 
tion. But a considerable sum has gone, also, into scientifically designed experi- 
ments for securing basic information about cloud physics. The Federal Govern- 
ment has financed most of the latter. 

Although this work has produced an impressive amount of interesting data, 
and has demonstrated to the satisfaction of most people that simply conducted 
operations will not produce drastic effects over large areas, the basic physical 
assumptions of the commercial-type operation (i. e., ground generators releasing 
silver iodide) have not been tested independently. 

It is important to the Nation that these assumptions be tested. The Advisory 
Committee has devised a program intended to accomplish this and to do so at a 
cost much smaller than the usual scientifically designed cloud physics project. 

Having determined it should undertake a program of physical evaluation, the 
Committee, through its Chief Scientific Adviser, established criteria for the proj- 
ects that might be considered, as follows: 

(a) The total amount expended during fiscal year 1956 should not exceed 
$100,000; 

(6) All projects should have the primary aim of increasing the validity of the 
Statistical evaluation program; 

(c) All projects should have a good probability of yielding definitive results by 
June 1956, 

It then considered a number of possibilities for carrying on the work, calling 
on a panel of three outstanding scientists of international reputation for advice 
im analyzing proposals and in working out designs. 

_ The original concept of physical evaluation, as defined by the committee, 
involved making measurements and observations parallel to operations of private 
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concerns attempting to modify weather. In other words, it involved evaluating 
physically, on the spot, what the Committee staff would later evaluate statis. 
tically from the data. 

Carrying out this type of evaluation, however, would prove cumbersome, would 
cost a considerable amount of money and would result in a limited number of 
observations. 

The committee therefore determined that it should duplicate out-of-doors, but 
on @ miniature scale, the usual commercial-type operation at a site found to be 
unusually suitable for the operation and for the making of observations. The 
project would involve, then, evaluating the commercial technique rather than a 
number of experiments. 

This “‘model”’ project forms the core of the physical evaluation program. Ip 
simple outline it involves operating 5 to 10 ground generators at various sites 
5 to 8 miles from a mountain peak and measuring ice crystal concentrations at the 
summit. The project design insures that the seeding agent can be tracked from 
generators to the summit and that ice crystal concentrations can be measured 
without aircraft, the bane of most cloud physics projects because of expense and 
operating difficulties. 

The site, Mount Washington in northern New Hampshire, was selected for 
these reasons: (a) supercooled clouds occur at the summit with high frequency 
for almost nine months of each year, (b) favorable generator sites are readily 
accessible, (c) the situation provides a reasonable analogy to the conditions under 
which many commercial cloud seeding. operations have been conducted, and 
(d) many essential services and facilities are available at the Mount Washington 
Observatory. Here a comparatively simple operation can be carried out to 
obtain a maximum number of observations at a minimum cost. 

The committee recognizes that carrying out the project will involve some oper- 
ating and administrative difficulties. It expects to work these out during the 
present fiscal year. But the essential simplicity of the project promises some 
significant and positive results. 

Scientific advice indicates, for one thing, that negative results will almost surely 
provide a complete and conclusive evaluation of the techniques under study. 
Under the optimum conditions of the Mount Washington project, if effective 
nuclei concentrations significantly higher than natural concentrations cannot be 
produced, it must be presumed that current operational procedures cannot produce 
important effects. 

Positive results should establish the magnitude of effects under optimum con- 
ditions—which information should have a great deal of applicability to some com- 
mercial experiments and some applicability to all. Further, the study should 
yield valuable information on (a) the optimum ice crystal concentration for en- 
hancing precipitation, (b) the possibilities for ‘‘overseeding’’ and thus reducing 
precipitation, and (c) the potentialities for using silver iodide to control aircraft 
icing conditions. 

The committee would expect to sign a contract for carrying out the project 
with Mount Washington Observatory, the total sum coming to about $60,000. 
It would arrange to secure special network meteorological observations at an 
estimated cost of $20,000. This would bring total cost to about $80,000. 

The budget breakdown would appear as follows: 


Personnel: 
1 field director, consultant (1 year). -...........-..-..------ $7, 500 
2 field technicians at west base (9 months)_____.______._--_--~- 8, 000 
3 observers at summit (part time, 9 months)_______..._------ 6, 000 
2 field observers, downwind (part time, 9 months) _----__-___- 1, 000 
Special consultants (e. g., Vittorri, Sanger)__..___.._._..--_--_-- 7, 500 
Equipment (not including vehicles) _____..._......_-------------- 10, 000 
on pitablls cealiowed a ciweia tsi ain dwtio wiaiewdeklbaae tae 15, 000 
Dien Oil GUN 9 ok so iin dd a dtd ad <kedwnn sen tuenes 5, 000 
Special network meteorological observations_—-..........--..----- 20, 000 
I i wx nic tpinsns einai ein ako aiicanieaan dain a ie elie aicamanh seo 80, 000 


The committee plans, also, two other minor physical evaluation projects. 
One at White Mountain in California would check conditions of snow formation 
downwind from a commercial precipitation-increasing project that has been 
carried on for several years by a utility company. Preliminary information 
suggests snow formation at significantly higher temperatures than during unseeded 
years though present data is inadequate for a positive conclusion. If the prelimi- 





na 
es 


op 
co 
ha 
th 
th 
ca 
ul 


ph 


at 
10 
T 
ar 
Wi 
wl 
m 
m 
ta 


ot 


ta 
$1 
ak 
re 


19 


ye 
th 
fa 
th 





3 


S- 


id 
of 


it 


le 


[p 
eg 


od 
id 


or 
Cy 
ly 
er 
nd 
on 
to 


00 
00 
00 
)00 
00 
00 
)00 
100 


ion 
pen 
ion 
led 


mi- 





777 


nary conclusion can be confirmed, then this fact will be important. The committee 
estiinates that $5,000 should go for this investigation. 

The committee believes also it should expend about $10,000 for a check of the 
operation and output of various generators used by commercial rain-increasing 
concerns. The committee has learned of several instances where generators used 
have not been putting out silver iodide in proper concentrations (in some cases 
they have not been putting out the agent at all). If such instances are numerous, 
then farmers and ranchers contracting for rain-increasing services obviously 
cannot expect any results for their money. They should be protected from 
unskilled and unscientific operations. 

The above program contemplates, then, a total expenditure of $95,000 for 
physical evaluation, all of which will be undertaken by means of contracts. 

Mr. Tuomas. Give us a quick breakdown of this item of $115,000. 

Captain OrvILLE. $60,000 is for carrying out a cloud seeding project 
at Mount Washington, N. H., were we will actually observe the silver 
iodide emitted from the generator site to the top of the mountain. 
This will be done starting next September until as long as conditions 
are favorable for operations, probably next February or March. We 
will make measurements on the side of the mountain to determine 
what results we are getting from the generators. An attempt will be 
made to overseed the clouds and to clear spaces downwind to the 
mountain peak and to make measurements on the lee side of the moun- 
tain to see if we get more snow than might occur naturally. 

Mr. THomas. Will you carry out any experiments at any locations 
other than Mount Washington, N. H.? 

Captain OrviLLE. One project in California on the White Moun- 
tains. That amounts to only about $5,000. And we expect to spend 
$10,000 to calibrate the different generators now being used, and 
about $20,000 will be used to get statistical data from the weather 
records center in Asheville, N.C. 

Mr. Tuomas. Do you do these experiments yourself, or by contract? 

Captain OrviLue. By contract. 

Mr. Tuomas. Did you carry out any experiments in fiscal year 
1955? 

Captain Orvitue. We had no funds for this purpose during fiscal 
year 1955. We have done some preliminary work. Before we did 
the work we consulted with the Bureau of the Budget. Our work so 
far has been to get the setup arranged this spring, and we will start 
the actual work next September. 

Mr. Tomas. You have been engaged in this study how long? 

Captain Orvitie. About 10 months. 

Mr. THomas. What do you think of it? Is it worth the money or 
do you figure it is money thrown up in the clouds or thrown down a 
rathole, or what is your estimate of it? 

Captain Orvitue. I think the study is definitely worth the money. 
I would not be here if I did not think so. I think there are many 
possibilities to cloud seeding, and we think the drought in the West 
and weather conditions in the East certainly justify a study to get 
as much out of cloud seeding as we possibly can. 

Our experiments show we can increase the rain at times. Captain 
Berry and I have just returned from a trip in California. We saw 
cloud seeding in the High Sierras. They lighted up the generator at 
ohe point; we went up to a ski lift 5 miles away and saw this black 
line of precipitation downwind from the generator to where we were. 

Mr. Tuomas. While you were in California, did you have contact 
with Professor Kaplan of the University of Southern California? 
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Captain Orvitte. Yes. I know Joe Kaplan very well. 

Mr. Tuomas. He certainly is an outstanding authority in this 
country and any other country on weather. 

Captain Orvitue. Yes, indeed. 

Mr. Tuomas. Is he working with you? 

Captain OrviLue. He is one of our consultants. He is working on 
the international geophysical year for 1957-58, but I see him every 
time I go there. He has offices in the National Science Foundation 
Building. 

Mr. Tuomas. Is there anything else you want to tell us? 


ATOMIC EXPLOSIONS AND THE WEATHER 


Mr. Fioop. Mr. Chairman, if the gentleman will yield, I have just 
returned from these atom-bomb tests and flying in the daylight back 
through that God-forsaken desert section of America, certainly this 
morning is the right morning to have you sitting before me after what 
I have been through all the week. 

Has your committee had any conversations with the Atomic 
Energy Commission or any group of specialists or technicians identi- 
fied with this entire fantastic program of atomic energy operations 
and how can that program be tied in with your committee’s functions? 
Have you thought about that? 

Captain Orvitite. Yes. That was on our agenda in May 1954 and 
we decided at that time to refer the matter to the Weather Bureau 
and to the Atomic Energy Commission. We have received a report 
back from the Weather Bureau which in effect says that the atomic 
bomb explosions have no discernible effect on the weather. 

Mr. Fioop. I think at this point in the record, because of the high 
quality of the members of your committee under your leadership, Mr. 
Chairman, some statement should be inserted for the benefit of the 
American public; because, believe me, the people do not believe what 
you have just said, and you have not assured them, and so far nobody 
has been able to assure them. Because of the high standing of your 
committee, anything that we can do to assure the American public 
that these very important and essential experiments of the Atomic 
Energy Gaaneanulets are not affecting the weather, not affecting crops, 
are not destroying our way of life, our customs, our powers of propa- 
gation, if need be; all these fears ‘and fancies now going through the 
minds of the average citizen should be dispelled if it is true that these 
experiments of the Atomic Energy Commission do not affect them. 

Captain Orvitue. I agree with you. There was a meeting of the 
Joint Committee on Atomic Energy last Friday, presided over by 
Senator Anderson, and at that time Mr. Strauss, Chairman of the 
Atomic Energy Commission, and all members of the committee, 
including Dr. Wexler, of the W eather Bureau, made a complete state- 
ment and gave answers to the various questions you have just asked. 

Mr. Ftoop. I know this has been done, but this is the kind of a 
thing that is so widespread in its ramifications it strikes basically at 
the feeling of every man, woman, and child, not only in this country 
but in the world, and since the United States is the leading exponent 
in this field of atomic energy, efforts are being made by propagandists 
in certain other nations to show that ever y facet of human life is 
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being affected by these experiments being conducted in the United 
States of America. 

Captain OrvILLE. Yes, sir. 

Mr. Fioop. And insofar as your job is concerned, insofar as the 
weather phase of it is concerned, if you can, will you please place on 
our record so that he who runs may read and anybody who wishesto 
make use of it will have a complete authoritative statement under 
the auspices of this subcommittee, that it is not true, or to any extent 
that it is or is not true, so that the Voice of America people, or our 
propagandists, if we have any left, can make use of the truth. It isa 
great propaganda activity, if properly administered. 

Captain Orvitue. That is right, sir. 

Mr. Fioop. First, if you know what you are talking about and, 
secondly, if you are telling the truth, then for heaven’s sake make use 
of this committee and this record at this point to say so. 

Captain OrviuueE. Yes, sir. 

Mr. Fioop. You are a very important committee. 

Captain Orvitie. Thank you, sir. We can certainly give you a 
summary. 

Mr. Tuomas. You are going to insert at this point in the record all 
the information you have. 

Captain OrvILLE. Yes, sir. 

(The material referred to is as follows:) 

The language of Public Law 256 and the legislative history connected with its 
passage indicate that the Advisory Committee on Weather Control has the fune- 
tion of studying and evaluating experiments designed to modify weather. 

The explosion of an atomic bomb does not constitute an experiment expressly 
designed to modify weather. We feel, therefore, that the Advisory Committee 
does not have the responsibility for issuing pronouncements on the effect such 
explosions have on weather for the guidance of the public. Other agencies— 
the Atomic Energy Commission and the Weather Bureau—have a more direct 
responsibility. 

We are, however, interested in such explosions, first, because they may in- 
direectly—for example by stirring up large clouds of dust particles which could 
serve as nuclei—indicate to some extent the effect of nucleating agents used in 
regular weather modification experiments and provide other relevant information, 
and, second, because of the concern every person should have as to consequences 
of atomie-bomb explosions. : 

This interest has led the Advisory Committee to discuss the subject during 
some of its meetings and it is in the process of establishing a panel composed of 
eminent scientists to study the matter and report its findings to the full committee. 
The names of some of those scientists were mentioned during the hearings. 

The information so far received by the Advisory Committee serves to confirm 
statements issued by the Weather Bureau and the Atomic Energy Commission 
to the effect that atomic-bomb explosions have only very local and very limited 
effects on weather. 

None of the data received by the Advisory Committee supports the theory 
that atomic-bomb explosions, or any other activities of man, can have or are 
having large-scale or far-reaching effects on the weather. 


Mr. Tuomas. Show us your charts, now. They will be very 
helpful. 
EXTENT OF WEATHER MODIFICATION ACTIVITY 


Mr. GarpNErR. We thought these maps would be of interest to you 
because they will show the extent of the weather modification activity 
in this country. This map [exhibiting] shows the States in which 
projects have been carried out. We will have to add a couple now, 
because new States are being added. This shows the States in 
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which these activities have been carried out, and in which legislation 
has been enacted having to do with weather modification activities, 

This second map [indicating] shows the current status of weather 
modification projects throughout the country. This is from the 
middle of 1954 until the present time. 

Mr. FLoop. Why are the most of your experiments conducted in 
the Western States? 

Mr. Garpner. For the simple reason they are more desperate for 
water. But it may be interesting to point out that we consider the 
possibilities for beneficial weather modification projects are greater 
in the East; first, because they have more favorable weather situa- 
tions; secondly, because the water can be put to higher grade uses. 

Now we are dealing basically with the question of can you do it, 
or not, and, if you can do it, how much can you do. There are people 
who make very extravagant statements on one side. Here is one 
you may have noticed in the newspaper yesterday, in fact: ‘Dr, 
Langmuir blames Missouri floods, 1952, on the rainmaker. Absolutely 
drastic effects.”’ The evidence of such drastic effects, we think, is 
inadequate. However, such statements are interesting and pretty 
hard to dispute. 

Mr. CLevenGcER. Is he the one who said the Missouri flood was 
caused by a 120° deflection of Hurricane Hazel? 

Mr. GarpNeEr. Something of that sort. Dr. Langmuir is a Nobel 
prize winner and a physicist of great reputation; but sometimes we 
think, the evidence to back his assertions is inadequate. On the 
other hand, there are people who are entirely skeptical about the 
whole business. They go so far as to say these people who carry out 
these projects as a commercial proposition are perpetrating a fraud, 
Competent meteorologists and reputable businessmen, are engaging 
in this business of attempting to produce rainfall and despite their 
qualifications many people say they just cannot do anything. 

Mr. Fioop. Does your Committee itself deal with this whole field 
of the physics of clouds, and is there such a thing, is there such a 
branch of science now, under those experiments, that is dealing with 
the physics of clouds as such? 

Captain Orvitite. Oh, yes, we must; the Committee must deal 
with the physics of clouds to determine the effectiveness, the efficacy 
of this silver iodide or dry ice when it is applied to a project. 

Mr. Tuomas. Let him finish his statement. 

Mr. Garpner. I would like to show you a series of pictures here 
which definitely show that you can do something. 

Mr. Tuomas. The publication of those pictures answers two ques- 
tions: (1) can you, and (2) if you can, how much. 

Mr. GarpNner. That you can, sir, but not how much. The first 
picture shows seven-tenths cumulus cloud cover over the Blue Moun- 
tains of Australia in 1947 and here [exhibiting] is another picture of the 
same clouds looking off toward the coast. Between 200 and 300 
tons of dry ice were dropped into one of those cumulus clouds and 9 
minutes later this cloud on which the dry ice was dropped started 
to boil up and the radar in the airplane showed the precipitation 
forming within that cloud; 13 minutes later this seeded cloud boiled 
up to 29,000 feet. In other words, it went up over a mile into the air 
with rain falling on the ground. Thirty minutes later it developed 
this anvil typical of cumulo-nimbus clouds. 
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Here is another picture of that cloud [exhibiting]. You can see, if 
you look closely at it, instead of those rounded edges which are char- 
acteristic of water droplets, you have fuzzy, indistinct edges charac- 
teristic of ice crystals. The cloud top got up to a height of 36,000 
feet, or 2% miles higher. 

Mr. Tuomas. And it is raining all the time? 

Mr. GarpDNER. Yes, sir. The aircraft landed 2% hours later and 
at that time it was still raining. 

Mr. Horan. What is your contact with the Forest Service? 

Mr. Garpner. The Department of Agriculture, of which the Forest 
Service is a part, is represented on our committee. 

Mr. Horan. Are you using at the present time the information 
collected by the Commodity Stabilization Service? 

Mr. GARDNER. Yes, sir. 

Mr. Horan. About 2 years ago I went down to the Department of 
Agriculture and saw a film dealing entirely with cloud formations and 
viving the history of the clouds and, apparently, the Forest Service 
has done a lot of work in this same field. 

Mr. GarpDNER. They are operating a project known as Operation 
Sky Fire. 

Mr. Horan. They mentioned the discovery of a cloud formation 
discovered in their activities in 1944. What was the name of that? 

Captain Orvitie. Dr. Schaefer made the first cloud-seeding flight 
in 1946. 

Mr. Garpner. This was about the time that scientific rainmaking 
came into being. 

Captain Berry. Jet stream? 

Mr. Horan. That is it. They discovered that in 1944. 

Captain Orviitie. That is right. 

Mr. Horan. Are you taking full advantage of everything they 
have done? 

Captain Orvitis. We are. Dr. Schaefer is one of our consultants. 
We have a. team of consultants, and he is one who is guiding us in 
setting up this program of physical evaluation for which we are “asking 
some $95,000. 

Mr. Garpner. They are trying to stop forest fires by two means, 
One is by dumping moisture on the area—not nec essarily when they 
have a fire, but over the long run increasing the forest moisture and, 
also by inhibiting lightning, which we think is ver vy important. 

Mr. Tuomas. I was out in the State of Washington last year and 
I talked with some of the people out there about this rainmaking, and 
they tell me when that works you get the neighbors all falling out 
among themselves and it has the possibility of « originating some law 
business, for the simple reason if you get rain at X time of the year it 
is going to help the wheat crop, but it is going to ruin all of the others. 
And there is a conflict if it rains during the week sometime, it is going 
to ruin the wheat but will help the fr uit, and vice versa. 

Mr. Horan. Yes; I get letters saying to be careful on this subeom- 
mittee, because the weather is bad enough without the Government 
inte rfering i in it. 

Mr. Froop. There was also this problem, I am sure your Com- 
mittee, Captain Orville, has had, that when some commercial outfits 
are artificially creating or attempting to create rain in State X 
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State Y claims they are robbing the rain clouds which are on the way 
to State Y, and please stop it. ; 

Captain Orvitie. That is true. 

Mr. Fioop. And then State Z says, “We are ina bad way. We are 
in between the two of them. ‘Those clouds have been coming over 
that mountain from time immemorial to our State. We are supposed 
to get that rain on schedule, and we have been getting it on schedule. 
If you are going to experiment with silver iodide on the other side of 
that mountain, then we are not going to get that rain for our crops.” 
And they want you to keep out. And you are on the threshold of cre- 
ating a constitutional problem in the United States among the States, 

Captain OrvILueE. Yes, sir. 

Mr. Fioop. Have you run into that one? 

Captain Orvitie. We have, yes. We have had a number of letters 
in regard to that. 

Mr. FLoop. Do you propose to comment on that? 

Captain OrviLtLe. The comment we make on that at the present 
time is that the present scientific opinion is that when you seed, we 
will say, on the west coast, that you do not derive more than 10 per- 
cent of the potential moisture from that cloud and the rest passes on 
over; so that actually you are not robbing Peter to pay Paul, or are not 
robbing States that are receiving it now. 

Mr. Fioop. My friend from Georgia, Mr. Preston, does not want 
the southern crop destroyed to take care of wheat up in the Northwest, 
or fruit of my friend from Washington, Mr. Horan. 


ARTIFICIAL NUCLEATING AGENTS 


Let me ask you another question: You are referring to silver iodide. 
That is the chief artificial nucleating agent, obviously. 

Captain Orvitie. There are actually three freezing nucleating 
agents. 

Mr. Fioop. The artificial nucleating agencies are three? 

Captain Orvitue. Silver iodide, dry ice and, in the subtropics, 
warm water. 

Mr. Fioop. I want to ask you one question. I come back to 
fissionable material and the nuclear action. To what extent if any 
have you discussed with the people you know whether or not there is 
fourth artificial nucleating agent, or is it an artificial uncleating agent 
and that is fissionable action, nuclear action, the atom itself, as an agent. 

Captain Orvitte. We are in touch with the Weather Bureau on 
that, and the Weather Bureau 

Mr. Fioop. What do they know about it? 

Captain Orvitue. Because the general effect 

Mr. FLoop. No; you missed the point. You say there are three 
recognized artificial nucleating agents and you named them. 

Captain Orvitun. Yes. 

Mr. Foon. I say is there or is there not a fourth, and is that fourth 
the atom itself or any of the various facets of the atom as it is broken 
down? Is that a nucleating agent; is it an artificial one and, if it 1s 
not, why isn’t it? 

Captain Orvitie. No; I do not think it is a nucleating agent at 
this time. 
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Mr. Fioop. Have you tried to find out; do you know whether it is, 
or not? 

Captain OrvILLE. We are in process of trying to find out. 

Mr. FLoop. But you certainly are not ready to say now, at this 
early stage of the game, at this early stage of the knowledge of the 
atom—you are not going to say to me that this activity, if properly 
utilized, is not going to be of some kind of determinant nucleating 
agent for the artificial creation of rainfall? 

Captain OrvILLE. We are extremely interested in that and are 
even working with it and trying to get as much information on this 
particular problem as we can. 

Mr. Fioop. If the atom can be made harmless, it may be one agent 
which can be the answer, if this can be answered? 

Captain OrviLLeE. We have discussed putting into our group 
additional consultants who are eminent nuclear physicists who have 
had wide experience in the development of the atomic bomb. 

Mr. Fioop. I would think that may be more important than all 
the rest you are doing. 

Mr. Tuomas. Of the stature of whom? 

Captain Orvite. Dr. Fred Teller, Dr. Lee DuBridge, Dr. Vannevar 
Bush, Dr. Merle Tuve and Dr. Joseph Kaplan, and we have, of course, 
on our Committee Dr. Alan Waterman, Director of the National 
Science Foundation, and his alternate is Dr. Paul E. Klopsteg, until 
recently Associate Director of the National Science Foundation; 

Mr. FLtoop. Do I understand you have a panel—and, if you have 
not, you certainly should have—which is devoting itself to this part 
of your committee report, solely and exclusively, that is, the potential 
of the atom with reference to the creation of artificial rain? 

Captain OrvitLE. That panel is in process of formation. 

Mr. Fitoop. I should think so; I hope so. 

Captain Orvitute. One reason it has not been under active con- 
sideration before is because of the security which has been placed 
upon the effect of the atom bomb. 

Mr. Fioop. I say that for this reason: The prevailing air currents 
from the Far East, from Japan, are to the continental United States, 
are in the direction of the Far East to the United States. 

Captain OrvILLE. Yes. 

Mr. Fitoop. Secondly, the prevailing air currents from the United 
States are to Soviet Russia, or continental Russia, or European con- 
tinental Russia; they are from the United States toward European 
continental Russia. 

Captain OrviILLe. Yes. 

Mr. FLtoop. Now if this is not in the realm of pure conjecture, and 
you people and the atom people can do what you think you can do, 
then you are going to determine the mere existence of continents by 
this operation. Is not that so? 

Captain Orvitie. That is true, if it is 100 percent effective. 

Mr. FLoop. It does not have to be 100 percent effective. You tell 
me that one-eighth of 1 percent of rainfall can affect the wheat crop. 

Captain Orvitte. That is true if weather conditions are favorable 
and seeding is applied at the right time. 

Mr. Froop. Then a very small percentage of the atom reaction 
upon the weather—I do not mean what we have been talking about 
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before, but using the atom as an artificial nucleating agent, and to tie 
it in with the prevailing air currents as between the Far East and this 
hemisphere—can affect our way of life almost beyond the imagination, 

Mr. GarRDNER. May I respectfully state, Mr. Flood, that the func- 
tion of the Advisory Committee, as outlined in Public Law 256, is to 
study and evaluate experiments designed to modify the weather. 
Atom bomb experiments are not designed to modify the weather. 

Mr. Fioop. Let me interrupt you there. When I talked about the 
atom bomb experiments, we got into that, I asked about that and you 
are going to make a statement disposing of the bugaboo once and for 
all about that; but I am talking about an entirely different thing at 
this point. I am asking whether or not this atom or any phase of its 
development can be used as an artificial nucleating agent. 

Mr. Garpner. When we speak of “nucleating agent,’ we refer 
generally to the silver iodide crystal, which is composed—— 

Mr. Fioop. I know what you are referring to. Your Chairman 
here (Captain Orville) has specified the three agents that come under 
that classification. I simply raise the question is there a possible 
fourth and, if there is, is it the atom and its facets, and what are you 
doing about it. 

Captain Orvitite. That is a very timely question. 

Mr. Preston. Since it has been answered, cannot we give these 
other Members an opportunity to ask questions? 

Mr. Horan. I would like to inquire if your studies and your recom- 
mendations and findings will have any bearing on other types of 
weather like frost and that sort of thing? 

Captain Orvitite. We do not anticipate that it will have any effect 
with particular reference to frost. 

May I read into the record our primary mission according to 
Public Law 256? 

Mr. Preston. Just put it in the record. 

Captain Orvitte. Public Law 256 tells us to study and evaluate 
weather modification. It does not specifically take up frost. 

(An excerpt from the law above referred to is as follows:) 

Sec. 3. The Committee shall make a complete study and evaluation of public 
and private experiments in weather control for the purpose of determining the 
extent to which the United States should experiment with, engage in, or regulate 
activities designed to control weather conditions. 

Captain Berry. Of course, hail suppression is another and a very 
important aspect of weather control. It looks hopeful. It is going 
to be difficult to prove, because the study of the occurrence of hail 
would have to go on for several years before you could prove you had 
stopped hail. 

Mr. Horan. I presume you are going to make a contribution to a 
sort of keystone study that has been going on for a long, long time on 
frost control, hail, rain, and that sort of thing. I know an enormous 
amount of work has been done by the Weather Bureau. I know they 
conducted a rainmaking experiment out in my State. 

Captain Orvitie. Yes, they did, at Seattle. 





WORK OF WATER RESOURCES DEVELOPMENT CORPORATION 


Mr. Preston. What is the name of this company from Denver, 
Colo.? 


Captain Orvitte. The Water Resources Development Corp. 
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Mr. Preston. That particular company has a contract down in 
Georgia at this time covering 8 or 10 counties to conduct some rain- 
making experiments. 

Captain Orvitue. Yes, sir. 

Mr. Preston. Has this company been fairly successful? 

Captain Orviiue. It is one of the largest companies in the United 
States. 

Mr. Preston. It is known to be a reputable company? 

Captain Orvituxn. Yes, sir. The top officials are professionally 
qualified people. 

Mr. Horan. What is the name? 

Captain Orvitue. Dr. Krick is president of the corporation. It 
has projects in the Plains States, as well as extensive projects all over 
the United States. We do not endorse any particular company. At 
the present time we are making an impartial study. 

Mr. Preston. The reason I asked the question is that our own 
people, and particularly in my congressional district, have employed 
Dr. Krick and I made some investigation myself and I found from 
my own investigation that he has succeeded. And while we all realize 
it is difficult to measure the results and that ther? is an element of 
gamble involved in all of this sort of thing, I did want to hear your 
comments. 

Captain Orvitue. Yes. He is one of the largest and is listed in the 
professional directory of the American Meteorological Society. 

Mr. Preston. And of course there are other companies that are 
equally reputable and responsible? 

Captain Orvitie. And we have confidence in all of those corpora- 
tions. They have been furnishing us with special reports and there is 
every indication that this will be the most complete study of the 
problem that has ever been made. 


SILVER IODIDE AS A SEEDING AGENT 


Mr. Preston. There has been some evidence before the committee 
that the use of silver iodide as a seeding agent is to some degree 
qestionable because of the rapid deterioration of the particles in the 
air; is that true? 

Captain OrviLLE. That is something that has not been definitely 
answered. We have a later report from Australia where this seeding 
took place. It shows that high temperatures have exhausted it to a 
degree more rapidly than ultraviolet radiation from the sun and the 
report indicates, if seeding is carried out at a high altitude, fairly low 
pressure, and low temperatures, it may remain active for several 
months. 

Mr. Horan. Is Australia conducting weather experiments? 

Captain Orvitte. They are. They have had a program under 
way since 1947 and the cost of the program is $250,000 a year. 

Mr. Horan. Australia has a worse drought problem than we do. 

Captain Orvitte. Dr. Bowen, the director of the Australian re- 
search, is in the United States now. He was in New Mexico yesterday 
and he will be here to confer with this committee on the 11th of next 
month—May. 
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SOURCE OF MIDWESTERN RAINFALL 


Mr. CLevenGer. Generally on this problem of precipitation in the 
Plains States from Amarillo, ‘Tex., on north, where does the majority 
of the precipitation, say in the Dakotas and Kansas, come from— 
from the Pacific or gulf? I mean the annual rainfall? 

Captain Orvit_e. I think the majority of it comes from the Gulf of 
Mexico. 

Captain Berry. In the wintertime, it is primarily from the Pacific: 
in the summertime it is primarily from the gulf; but you can get it 
coming from both sources at any time of the year. 

Mr. CLevencer. I like this man from Washington, Mr. Horan, 
and I would say if Idaho or Montana got their precipitation ahead of 
them, I would not like it to affect his physical safety. I am very 
fond of him. But I have wondered where the bulk of the annual 
precipitation comes from. 

Mr. Horan. I might say we want the precipitation in Idaho and 
Montana, because we have to have it to run our powerplants, and 
we have to have snow on those mountains. So we are not going to 
take that away from them. 

Captain Berry. That is one of our primary objectives in the evalu- 
ation program. Of course, there is another factor, which is one of 
the main reasons for placing this project on Mount Washington. 
There is a good deal of argument as to whether overseeding and sup- 
pression of rainfall occurs downwind from the generators. There is 
some interest in Colorado on that right now. You can get 2 or 3 or 
4 conflicting opinions on that—an argument among most scientists 
and commercial operators of the country. This project we have for 
next winter should definitely give us the answer. 

Mr. Cievencer. Have you gone far enough to say how much 
credence should be given to this statement of Dr. Langmuir that the 
Missouri flood was caused by a 120° deflection of Hurricane Hazel? 

Captain Berry. So far as that goes, I think that is extremely 
unlikely, because I had charge of the Navy Weather Central in Wash- 
ington at that time and the existing air currents would have deflected 
that hurricane where it went. 

Mr. Citevencer. And you cannot place the blame. 

Captain Berry. No. 

Mr. FLoop. I am impressed by the very careful and cautious way 
these people are approaching this problem. I cannot imagine anything 
more basically important than the work with which these men are 
concerned and it is good to know they are approaching the thing 
very carefully and cautiously. 

Mr. Preston. I agree. 

Captain Orvitie. On behalf of the advisory committee may |! 
thank you for the very courteous attention to our presentation. 
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Fripay, Aprit 29, 1955. 


LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


WITNESSES 


LEWIS G. CASTLE, ADMINISTRATOR 

E. REECE HARRILL, COMPTROLLER 
RAYMOND F. STELLAR, ENGINEER 

COL. W. F. POWERS, CORPS OF ENGINEERS 


ADMINISTRATIVE EXPENSES 


Amounts available for obligation 


1954 actual | 1955 estimate 1956 estimate 


Authorization to expend from public debt mreeayes (Public 


Law 358) ....- ; _...| $105, 000, 000 - coat 
Unobligated be ilance brought forward. eScees : $105, 000, 000 $94, 649, 000 
Unobligated balance carried forward ‘ _______..-....| —105, 000, 000 | —94, 649, 000 —68, 484, 000 
IUGR cnc. d oc db vaanmecteeaautes ; az tee 10, 351, 000 26, 165, 000 


1954 actual | 1955 estimate | 1956 estimate 





Obligated balance brought forward (authorization to expend 
from public debt receipts). _...............-- 


$2, 351, 000 


Obligations incurred__...___-_____ en a SAR eae 26, 165, 000 
Obligated balance forward (authorization to ‘expend from 
UIINNET CE ioe ieell one ocak cae knw ansmancemana$iae ..-------| —2,351,000 —6, 516, 000 





Total expenditures (out of prior authorizations to expend 


from public debt receipts, paid into the revolving fund) _|_....._._____- 8, 000, 000 


8 


. 000, 000 


Amounts available for administrative expenses 


1954 actual | 1955 estimate 1956 estimate 








ERRAND da is scalding iwadaidy «nudaustsanas sfusecssssvcaces $250, 000 $280, 000 
Unobligated balance, not available for subsequent use____-__.|_....--___-- 35, 000 sae amin 4, 
Total administrative expenses incurred___............-_|_.--.----_---- | 215, 000 280, 000 
ee | 
Administrative expenses by activities 
Executive direction: ‘ 
Re ee ee CL SIG e a oe! eek Oe a el Pe ees $215, 000 
Rs See ee a et elm 2a ee a tel a ea ee 280, 000 
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Administrative expenses by objects 











Object classification | 1954 actual 1955 estimate | 1956 estimate 

rs melas 

Total number of permanent positions. ---..-....-..----------- la datieweadiuce 21 | 4 
Full-time equivalent for all other. positions___-.----.-....----- b ebdeeeeaeeee 2 9 
Average number of all employees. --__.--.---.----------------- aes 14 24 
Number of employees at end of year. -.-.....-..-.------------- ha Sewkch ore eadbn 0 21 | 4 


Average salaries and grades: | 
General schedule grades: 
NN iii. 5 usa dicwsls a ncaiinina ian beccikst Leohnlewess nae $7, 515 | $7, 003 
AVERNES HOGG... .. ..-.. Sess ase Sette AWhp «Sovees fadtduwt wk. ated GS-10.6 | GS-99 








01 Personal services: 
Permanent poneens..... Se sii eed SEL ASS i eiddibde deca | $120, 000 $185, 000 








ne ne Cn I ii ois ice ge nee edidbdcnsnsensesuce 18, 000 15, 000 
Payments in excess of 52-week base -- ---- Wa aceccnans Gane 700 725 

Other payments for personal services - - --.......---.-- [Osi cee | 3, 300 | 3, 275 

Total pereenel Mevieds:.... 6. S505 SSahauiaone eaten 142, 000 | 204, 000 

8 IR 8 so pti line doi. chapenes aces acann sod eetaad aiid maaan ted ae 10, 000 15, 000 
Ce. ID Nc ccndenuianeccinnesensaans (eae 7 6, 000 1, 00 
nn ad 2 8 ie aa abeg ciecasennseuaieaindwees anes a 3. 500 | 4, 500 
OS Rete oe Ghee Sr VIOe. ww... 5. cahcccssnizsenes< le 9, 000 12, 000 
Cp: ee Pe I osc ceeeei idk de decent nadie cens bsali dnd maakeoesé 2, 000 10, 000 
C7. GOR OIE OTTO {. -. 2. 5 on niin ce onc sees iis chia seem eneoiie 12, 600 | 15, 000 
en Shc AL Mc waa ncchanesansknnel oun aacudeaetenea 2, 500 | 3, 000 
OD IR  eccnttsnedded sete sh Wiipedladhnss uedebaaneudes RR ae | 20, 000 | 5, 000 
10 Grants, subsidies, and contributions---...........-..----- Eee een 7,000 | 10, 000 
iy © Rene ee IIE fc ch aaeeldisnsasncccauccucaccass- Fee aot ee 400 | 500 
Total administrative expenses incurred - - -_.-.--- egreceanesctaanind 215, 000 280, 00 


Mr. Preston. We will take up the item for the St. Lawrence 
Seaway Corporation found on page 210 of the committee print. We 
have a separate set of justifications which the committee members 
have before them. 

You have a request which involves some language and an adminis- 
trative expense limitation. You have a request for $280,000. 

Mr. Castie. We are asking for $280,000 for our administrative 
expenses. 

Mr. Preston. There is some new language involving $2,500 
administrative expense item. 

Mr. Harriti. The $2,500 is for extraordinary and emergency 
expenses. 

Mr. Preston. That is exactly what I am referring to. Are you 
gentlemen aware of the fact that is in here? 

Mr. Harritu. Yes, sir. 

Mr. Preston. What is your position? 

Mr. Castie. I am Administrator of the Corporation. I have a 
statement here. Would you like me to read it in full, or to brief it? 

Mr. Preston. I believe if you will insert that in the record, and 
then brief it, that will be sufficient. 


GENERAL STATEMENT 


(The statement referred to follows:) 


GENERAL STATEMENT FOR 1956 BupGEeT HEARING 


Mr. Chairman and members of the committee, the Congress, by Public Law 
358, 83d Congress, approved May 13, 1954, authorized the creation of the St. 
Lawrence Seaway Development Corp. to construct, maintain and operate that 
part of the St. Lawrence seaway to be located in the United States territory. 

The efforts of the Corporation for the current vear have been devoted, among 
other things, to establishing and organizing the Corporation, to the institution of 
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engineering plans, designs, and specifications, and to awarding of initial contracts 
for construction effort. The Corporation has also directed its attention to co- 
ordination of engineering and related matters with the St. Lawrence Seaway 
Authority of Canada, the Power Authority of the State of New York, and the 
Hydroelectric Power Commission of Ontario. 

‘The seaway has its headquarters in Washington, D. C., for the administrative 
direction of the agency. The headquarters consists of the offices of the Ad- 
ministrator, the Engineering Division, the Comptroller-Treasurer, the General 
Counsel, the Information Division, and the Administrative Officer. 

To provide the most efficient working arrangements with the Corps of Engineers, 
United States Army, the Corporation is maintaining during the design and con- 
struction period an office at Buffalo, N. Y., to expedite day-by-day processing of 
engineering and related matters, and the supervision of construction activities. 
The Corporation also has a field office at Massena, N. Y., principal center of the 
United States seaway construction. The Massena office is responsible for im- 
mediate general inspection of the construction operation, liaison with the con- 
struction agents for both the seaway and the power development at the job site. 
Later, the Massena office will be the central office and the main point of operation 
when the seaway is opened for traffic. 

In September 1954, the Corps of Engineers, United States Army, was designated 
as the design, contracting, and construction agent for the Corporation. This 
delegation was accomplished pursuant to section 8 of the Wiley-Dondero Act 
permitting the Corporation to use the services of other agencies of the !ederal 
Government on a reimbursable basis. 

The Corps of Engineers was selected because of its prior technical surveying 
and planning of the St. Lawrence River development, dating back to 1921. 

Since the corps has specialized in design and construction of locks and canals, 
and has an organization able to do the job without loss of time for personnel 
recruitment, this selection as construction agent was considered to be in the best 
interest of the Government. Under current conditions it would have been very 
expensive and time-consuming for the Corporation to have mobilized an engineer- 
ing and construction supervision staff to do the detailed design work and the 
field superintendence for the period of construction only, with the staff to be 
demobilized in 1959. 

All Corps of Engineers’ activities, including preparation of design criteria and 
contract plans and specifications, are subject to step-by-step review, modification, 
and approval by the Corporation. All advance notices to bidders of the Corpora- 
tion’s intention to enter into contracts, advertise for bids, and award contracts 
are approved by the Corporation prior to Corps of Engineers’ action. The 
Corporation supervises the financial activities of the Corps of Engineers relating 
to the seaway. The Corporation also examines and audits all financial transac- 
tions and performs all other managerial duties connected with the seaway. 

The St. Lawrence River development program is unique since it requires the 
cooperation of four governmental units representing the United States, Canada, 
Province of Ontario, and New York State. However, the seaway, from Lake 
Erie to Montreal, is being jointly accomplished by the Federal agencies and the 
power development is being done by the State-Provincial agencies. Plans and 
schedules have been agreed to by the four governmental units involved. 

The navigation facilities are scheduled for opening in the spring of 1959 on a 
27-foot-channel basis for ships from Montreal to Lake Ontario. By the fall of 
1958 the powerplants will be in operation, and by raising the power pool, the new 
Long Sault Canal will have sufficient water to accommodate ships requiring a 
14-foot channel. To minimize interruption of seaway traffic a very tight and 
coordinated schedule of construction by the agencies involved is required. All 
agencies are gearing the work to meet it. 

Publie Law 358 authorizes and directs the United States, through the Seaway 
Corporation, to build in our territory: (a) the Long Sault Canal with 2 locks near 
Massena, N. Y., with access dredging above and below; (b) Point Rockway 
Canal with 1 lock below Ogdensburg, N. Y.; and (c) to lower obstructive rock 
shoals in the Thousand Island Section near the Alexandria Bay vicinity. 

_Rapid progress is being made in engineering planning and designing for the 
United States portion of the seaway. Construction will be accelerated in the 
fiscal year 1956. It will reach its peak in the fiscal years 1957-58. 

_ Three contracts already have been awarded for excavation. Bids have been 
Invited for the largest excavation contract on the seaway for the removal of 
approximately 12 million cubie yards of earth. By the end of fiscal year 1956, 
Contractual procedures will have been initiated on more than 85 percent of the 
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excavation. Many other portions of the seaway are scheduled to be underway 
in 1956, including (a) the Robinson Bay tunnel for the relocation of the highway, 
(b) the relocation of the Ottawa branch of the New York Central Railroad, and 
(c) the general construction of the locks. 

The Seaway Corporation submitted, pursuant to the Government Corporation 
Control Act, its program estimated at $23,112,000 as set forth in the 1956 budget. 
Since this submission a decision has been made to defer the work at Point Rockway, 
which carried a total estimated cost of $17,742,000. Canada will build the 
canal and lock at Iroquois, Ontario. for this section of the seaway. The need 
for similar facilities on the United States’ side will not arise until the increase in 
traffic requires parallel facilities. This change in our program will reduce the 
estimated expenditures for the fiscal year 1956 $3,757,000 from the original 
estimate of $23,112,000 to $19,355,000. The amount of the revised estimated 
expenditures is to be applied to the following items: 


Land acquisitions: 


ee Ce oe ANS ar a ee Chee ieee $156, 000 
ee FR ba Le ab enn seus edie bk 60, 000 
Relocation of property: Long Sault.....................--.---... 2, 459, 000 
Locks: 
ern 5 2 28 oe Be woe Oe ee ee ee 4, 6438, 000 
CE es on ot ee reac eke ata e ee ae 4, 466, 000 
Chama mae Gees: Done Paw. o 2. eke cee ek 4, 986, 000 
CN ne ee ee the dastaedowile seek 950, 000 
I Ne ccnnnnnnpagmabbeneceniuamadeagee 1, 013, 000 
IE Hs de oon ka wd eee Neches Seu wauslwabeeede 342, 000 
Total, before adding administrative expenses______________- 19, 075, 000 
De UNE oo eee a Sok edd wdecnckisedx iden 280, 000 
eet ew a err ak oe eae 19, 355, 000 


ADMINISTRATIVE EXPENSES 


The Corporation feels justified in requesting the use of $280,000 of its funds for 
administrative expenses. These proposed expenses represent the Seaway Cor- 
poration’s Washington administrative cost. The administrative staff of this 
office is small and will continue to be so. Accordingly, the administrative staff 
members must not only be specialists in their fields but also must be able to cope 
with many varied problems as they arise. 

The present estimates for administrative expenses were compiled at the incep- 
tion of the Corporation’s organization when there was no prior experience to guide 
their formation. In making these estimates we kept the administrative expenses 
as low as possible. 

Economy will continue to be the Seaway Corporation’s watchword even though 
this may mean uncomfortably close operation at times. To be certain of staying 
within the 1956 budget, already we have deleted some of the items submitted in 
the original budget. For example, we are not purchasing and operating a car it 
the Washington area, and we will economize in other directions. These savings, 
however, may be required for unexpected contingent expenses and to meet evident 
increases in other directions which cannot be foreseen at this time. 

We have available detailed explanations of administrative expenses for fiscal 
vear 1956 as well as a revised summary of the construction program, with Point 
Rockway deleted. If you desire further explanation, we will be glad to discuss 
these schedules with you. 


STATUS, ORGANIZATION AND FUNCTION OF CORPORATION 


Mr. Caste. Just to apprise you of our status, we were created last 
May by Public Law 358 with authority to construct, maintain, and 
operate the St. Lawrence seaway in United States territory. We 
spent last year in organizing our personnel, developing the engineering 
plan, awarding initial contracts, and working in coordination with the 
St. Lawrence Seaway Authority of Canada, the Power Authority of 
the State of New York, and the Hydroelectric Power Commission of 
Ontario. 
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Our headquarters are in Washington and we have a very small staff 
consisting of the Administrator, the Engineering Division, the 
Comptroller, General Counsel, administrative officer, and Infor- 
mation Division. 

We have developed a small office in Buffalo, a branch office, to 
expedite the processing of our work with the Corps of Engineers in 
that area and we have a resident engineer in Massena, N. Y. 

Last September we designated as our design, contracting and 
construction agent for the Corporation the Corps of Engineers. They 
have been working on this project for the last 32 years and had 
considerable technical and survey data which was valuable to us, and it 
saved time in the recruitment of personnel and mobilizing an engineer- 
ing staff which would have to be demobilized by 1959 when we con- 
template completion of the construction work. 

Our Corporation reviews and supervises the work and financial 
activities of the Corps of Engineers and we audit their expenditures 
that are made in our behalf. 

This program is quite unique There are four governmental units 
of the United States and Canada that will operate the navigation 
and power facilities—New York State, Ontario Province, our own 
Corporation, and our counterpart in Canada, the Saint Lawrence 
Seaway Authority. We plan by the fall of 1958 to have 14-foot 
channels available for navigation; and in the spring of 1959, we will 
have 27-foot navigation facilities. 

Our work consists of constructing canals and locks in the area near 
Massena, N. Y., and some relocation work above and below that area. 
At Point Rockway Canal below Ogdensburg, N. Y., where a lock was 
originally planned to be built, we have deferred that feature, inasmuch 
as Canada elected to build a similar facility across the river in about 
the same area. By so doing, we have saved ourselves considerable 
money at this time by this deferment; but we hope, when the traffic 


| justifies it, that we will build a facility at Point Rockway. I would 


like to read this paragraph in reference to that. 


ESTIMATE OF PROGRAM, 1956 


The Seaway Corporation submitted, pursuant to the Government 
Corporation Control Act, its program estimated at $23,112,000 as 
set forth in the 1956 budget. Since this submission a decision has 
been made to defer the work at Point Rockway, which carried a total 
estimated cost of $17,742,000. Canada will build the canal and lock 
at Iroquois, Ontario, for this section of the seaway. The need for 
similar facilities on the United States side will not arise until the 
increase in traffic requires parallel facilities. This change in our 
program will reduce the estimated expenditures for the fiscal year 
1956 $3,757,000 from the original estimate of $22,112,C00 to $19,- 
355,000. The revised estimated expenditures are to be used for land 
acquisitions, relocation of a highway, a railroad, a transmission line, 
and other property; locks, channels and canals, engineering and 
design, supervision and inspection, construction facilities, and ad- 
ministrative expenses of $280,000. This is necessary to accomplish 
what we want to do in the fiscal year 1956. 
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DEFERMENT OF POINT ROCKWAY WORK 


Mr. Tuomas. Looking at the broad, overall picture, how much 
are you going to reduce the original authorization of $105 million? 

Mr. Castie. By the amount of the deferment of Point Rockway, 
sir. | 
Mr. 'THomas. About $17 million total? 

Mr. Caste. Yes, sir. 4 
Mr. Preston. You are actually operating on a contract author- 
ization basis, are you? 

Mr. Castine. The corporation is authorized to issue revenue bonds 
to the Secretary of the Treasury to finance the construction of the 
seaway. . 

Mr. Preston. And you estimate that in fiscal 1956 you will not 
have to expend more than $280,000? 

Mr. Castine. That is for our administrative expenses; yes. 

Mr. Preston. And, of course, your language in the bill concerning 
certain expenses. 

Mr. Castie. That is right. 

Mr. Preston. I think it is noteworthy that you have been sue- 
cessful in working this matter out with Canada and deferring this 
construction you just mentioned. 

Mr. Castie. They were quite insistent upon that and, although we 
were prepared to do it, we were willing to defer the construction of 
Point Rockway at this time, and construct it later when we have 
enough traffic to justify it. 


TRAFFIC TONNAGE POTENTIAL 


Mr. Preston. What is your estimate of when the traffic will 
parallel the facilities? 

Mr. Casrie. I do not dare go off the springboard on that. I think 
we have a total traffic tonnage potential by 1965 of 52 million tons. 
I do not think even then we will require the additional lock; I think 
the facilities now being built by Canada and ourselves will adequately 
take care of the traffic for probably 15 or 20 years to come. 

Mr. Preston. Just as a general estimate—I would not want you to 
try to pinpoint it—what is the tonnage that goes through the Soo locks? 

Mr. STELLAR. 142 million tons, sir. 

Mr. Castie. A great deal of iron ore and coal goes through there, 
and these commodities add up to quite a figure. 

We have developed a very small staff—— 





PERSONAL SERVICES 


Mr. Preston. Give us some idea about the size of it? 

Mr. Casriez. I think now we have 21 people; 15 in Washington 
and 6 in the field. 

Mr. Preston. And you plan to increase your staff from 21 to 24 
in 1956? 

Mr. Castue. Yes, sir; that is for our administrative staff. 

Mr. Preston. What is the purpose of the additional people? —_ 

Mr. Castue. Generally, there will be some engineers, mostly 10 
specialized work, together with some additional secretarial and 
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clerical assistance needed. As the contracts get under way we will 
need more staff to supervise that work. 

Mr. Preston. I must be honest and state I am surprised at the 
small size of your present staff. It is encouraging to see you have 
started out on a modest basis. 

Mr. Castie. That is our objective—to do this economically and 
with dispatch. 

Mr. Preston. By the time you come before us again next year, 

you will be able to give us more information on your plans? 
' Mr. Castie. Yes; we will be well along with our work. We have 
already let 3 contracts; we will receive bids on the fourth next week, 
and we have already made a saving of about $1.5 million below our 
estimated cost on those first 3 contracts. 

Mr. Preston. That is commendable. 

Mr. Castue. Yes, sir; it is encouraging. 

Mr. Fioop. Are they all American firms to whom you have awarded 
contracts? 

Mr. Caste. That is right. 

Mr. Tuomas. Mr. Castle, this budget is submitted and justified by 
Secretary of Defense Anderson. For the purpose of the record, give 
us a little background of you and your staff of engineers. You are 
doing a fine job. Give us a little of your background so that we 
might get a little better acquainted. 

Mr. Caste. I am not an engineer; I am a banker. I came down 
here last July and took this work over. I am enjoying it very thor- 
oughly and am trying to perform an exceptional job. 

It has been my great pleasure to employ, considering he has been 
most interested in our work, Mr. Reece Harrill as our Comptroller. 
He has been identified with Government financing and accounting 
for many years before. 

Mr. Stellar has been identified with the Corps of Engineers for 
many years as a civilian and has lived with the St. Lawrence seaway 
project I think for all of his term of service with the Engineer Corps. 

Mr. Tuomas. What is your hometown? 

Mr. Castite. Duluth, Minn. I came from Wisconsin as a young 
man and went to Minnesota 35 years ago. I am a Middle Westerner, 
living around Duluth and. Lake Superior and have been identified 
with plans for a seaway navigation project for many years. 


EMERGENCIES AND EXTRAORDINARY EXPENSES 


Mr. Roonry. What is the purpose of the requested new language 
on page 211 of the committee print, which begins at the bottom of 
page 210? 

Mr. Castie. We have delegations coming down from Ottawa, 
Toronto, and New York. 

Mr. Rooney. It is amazing to find so many new entertainment 
funds in this bill. 

Mr. Castix. We find that a very practical thing for the benefit of 
our counterparts in Canada and New York. It is an obligation of 
hospitality that cannot be ignored very well. I think we receive 
some considerable benefit from it. We try to hold up our end of it, 
but it is not done to any extreme and the item is felt to be justified 
when you consider all the relations that prevail with those people. 
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Mr. FLoop. Now that the question has been raised, I would like 
to observe it is refreshing to hear a distinguished businessman make 
that observation. I have heard many criticisms made by many 
distinguished businessmen for a number of years about these items ip 
governmental budgets and that they were a waste of the taxpayers’ 
money and were frowned upon, and so forth. It is good to know. 
with an assumption of authority, that some of these things are looked 
upon from a different point of view. It is encouraging. 

Mr. Casrue. I never held that point of view before, but I will say 
this, that when we are guests of our Canadian friends they extend 
many generous courtesies, and they do a very hospitable job. | 
cannot very well i ignore our obligation to repay in a similar manner, 

Mr. Fioop. It is the principle “of the thing. I am sure if you realize 
there is some merit to it, you do it on the principle of the thing. 

Mr. Cast.e. I agree. 

Mr. Horan. Is this going to be self-supporting when it is in oper- 
ation? 

Mr. Caste. Yes, indeed. 


REPAYMENT OF CAPITAL INVESTMENT 


Mr. Horan. Refresh my memory: Is there going to be any repay- 
ment of the capital investment? 

Mr. Castie. Oh, yes. We are required to retire this entire invest- 
ment to the Treasury Department from the toll revenues we will 
receive. That revenue will finance the operation and maintenance 
of the seaway, the administrative cost, and retire the debt, both as to 
principal and interest. 


LIMITED DEPTH OF CANAL 


Mr. CLevenGcer. I have just one comment I might make. I am 
sorry the canal has only this limited depth. I think that is going to 
be the first shoe to pinch—that we have so little shipping that can 
use it and we are at such a disadvantage in building ships that I am 
afraid everything else will benefit before we do by the traffic on this 
canal. 

Mr. Castier. Well, it is apparent, of course, that foreign flagship: 
are quire predominant in the present canal system, but that still 
helps our economy, I think, by water transportation, sir. It is too 
bad we do not have more American flagships in our own Great Lakes 
waters. 

Mr. CievenGcer. It is too bad we do not have 27 feet of water 
instead of 24 feet. 

Mr. Cast Le. We will have 27 feet, sir, with lock sills at 30 feet, 
and that will take care quite adequately of the shipping now prevailing 
on the Great Lakes waters. It will be adequate to bring in ore from 
Labrador by Great Lakes bulk carriers. 

Those ships will carry about 20,000 tons on a 25-foot draft. I! 
would be better to have it deeper. In the Welland Canal the locks 

right now are 30 feet deep, and the 25-foot channels are to be deepened 
an additional 2 feet. A vessel of about 25-foot draft is all that can 
be put through a 27-foot seaway channel, and that is fixed. 
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On the whole, I think this would be adequate to take care of the 
traffic in the immediate future. Probably 25 or 50 vears from now, 
the 2 countries will see fit to build larger facilities. 

Mr. CLeveNGER. I have lived up in the Great Lakes area, not very 
far from Lake Erie. Our Swedish friends had about 70 voyages 
through there with their short craft in the present canal and locks. 
If I have any criticism, it is the lack of imagination about what will 
be needed 10 or 20 years from now. My criticism concerns the 
shallow depth. 

Mr. Caste. Some people agree with you on that. I think that 
we are now beginning to express more imagination about the future of 
navigation needs and the responsibility and obligation to provide them 
in the future; and I think that will be done. 

Mr. CLeEvENGER. It would cost a lot less to provide the locks with 
proper depth, even if you did not do all the dredging right now. 

Mr. Castue. Yes, str. 

Mr. Citevencer. That is something which can be done after the 
original work is done. 

Mr. Castie. That is right. 

Mr. CLEVENGER. Once you build the locks at a shallow depth you 
pretty nearly have to wreck the whole thing to make them bigger. 

Mr. Castie. The time may come when we will build twin locks. 
At that time they can build larger facilities. For the time being 
the present lock dimensions should take care adequately of our present 
tonnage. 

Mr. CLeveNGER. Does this canal go into Lake Ontario at Welland, 
about that same location, or is it proposed to go in another location? 

Mr. Castite. You mean the canal we are building? 

Mr. Ctevencer. The new canal. 

Mr. Castie. The Long Sault Canal is a new canal on the American 
shore near Massena, N. Y. Up to this time navigation has used the 
14-foot canal system along the Canadian side of the river. 

This map will explain that. Here is the old 14-foot canal going 
along the Canadian shore. That will be abandoned and the traffic 
will come up on our side. Here [pointing] at this green color is where 
we are now performing our work. One lock is here and another is 
there [indicating], and here [pointing] are the channels. 

Mr. CLeveNGER. You have a new entrance into Lake Ontario near 
Welland? 

Mr. Castie. We go into the upper end of Lake Ontario from the 
St. Lawrence River. A portion of the Canadian works, the Welland 
Canal, links Lake Ontario with Lake Erie. Here is Montreal [in- 
dicating]. Here is the work we are engaged in right in this area [indi- 
eating]. And this is Lake Ontario [indicatingj. 

Mr. CLevencer. That is all. 

Mr. Froop. Mr. Chairman? 

Mr. Preston. Mr. Flood? 


CORPORATE LIFE OF CORPORATION 


Mr. Froop. What is the statutory life of this Corporation? 

Mr. Castie. I do not know if we have a limit to the statutory life. 
We are required to pay back our debt in 50 years’ time. That might 
limit us to that period. 
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Mr. FLoop. This particular budget item then will be a recurring 
budget item? 

Mr. Castie. That is right. 

Mr. Fioop. As long as there is a St. Lawrence Canal in existence? 

Mr. Castie. That is right. 

Mr. FLoop. Now that you have the nose of the camel under the tent 
insofar as the canal operation itself is concerned that will be the situa- 
tion for this corporation or this particular budget item. We can ex- 
pect that in direct ratio to the development of the program so will this 
budget item develop? 

Mr. Castie. No, sir. I did not quite get your first question. In 
time the company’s own income will take care of our expenses and re- 
tire our debt to the Government. There will be no additional financ- 
ing from public debt receipts. However, we will continue to present 
our budget to you for approval each year. 

Mr. FLoop. This is not a recurring budget item? 

Mr. Castue. It will be a construction budget item for the next 4 or 5 
years. From that time on we will be on our own. 

Mr. Fioop. Until such time as the Corporation through its opera- 
tion of the agency can assume this budget item? 

Mr. Castie. That is right; from revenues. 

Mr. Fioop. Will you pay back what we are advancing? 

Mr. Castix. Absolutely. All of it. 

Mr. Fioop. That is contemplated? 

Mr. Castie. Our estimate on interest rates ranges from 2% to 3 
percent. We think we can pay back this entire investment of approxi- 
mately $87 million well within 50 years. 

Mr. Fioop. With particular reference to the budget before this 
subcommittec, for the item of corporate administrative expenses, 
that also will be terminated and repaid? 

Mr. Castiz. That is right. 


BOARD OF DIRECTORS 


Mr. Preston. Do you have a board of directors? 

Mr. Castitx. We have an advisory board. The law provides 
that. There are 5 men. 

Mr. Preston. Would you give their names for the record? 

Mr. Castiz. Mr. Hugh Moore, of Pennsylvania; Edward J. Noble, 
of New York; Kenneth M. Lloyd, of Ohio; John C. Beukema, of 
Michigan; and Harry C. Brockel, of Milwaukee. 

Mr. Preston. I might mention I am well acquainted with Mr. 
Noble. He is a fine and outstanding businessman. 

Mr. Castie He has performed a great service for us. 

Mr. Fioop. Who is the Pennsylvania member? 

Mr. Castie. Mr. Hugh Moore, head of the Dixie Cup Co. 

Mr. Fioop. From Bethlehem? 

Mr. Castue. Yes. 

Mr. Foon. He is a very distinguished man. I have heard of him. 

Mr. Castie. We tried to select those men geographically to repre- 
sent the States closely identified with the Great Lakes Basin. Mr. 
Moore is a little bit off the line of demarcation, but he was one of the 
two good Democrats appointed by law to the Advisory Board. 
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Mr. Fioop. Oh, he was? I did not know that. 

Mr. Preston. It has been interesting to hear your comments on 
this corporation. 

Mr. Castie. We are a new maverick in the herd, Mr. Chairman. 
We are trying to start out with a good objective and a clean record, 
and I think we will perform to your satisfaction in the future. We 
are running it on a businesslike basis and watching our expenditures 
very carefully and performing a good engineering job with as much 
competency as we can employ. 

Mr. Preston. Well, it is to the Government’s credit that it was 
able to obtain your services in this capacity. We like to bring out- 
standing businessmen into Government to help establish and create 
capital investment in the future of the country. 

Mr. Caste. It is an opportunity for public service, and I am en- 
joying it thoroughly. 

Mr. Preston. Thank you very much for your presentation, 
gentlemen. 

Mr. Caste. All right, sir. Thank you. 

Mr. Preston. The committee will stand adjourned until 10 
o’clock Monday morning, at which time we will consider the Panama 
Canal Corporation. 


Monpay, May 2, 1955. 
PANAMA CANAL COMPANY 
CANAL ZONE GOVERNMENT 
WITNESSES 


BRIG. GEN. J. S. SEYBOLD, GOVERNOR OF THE CANAL ZONE, 
PRESIDENT, PANAMA CANAL COMPANY 

LINDSLEY H. NOBLE, COMPTROLLER, PANAMA CANAL COMPANY 

L. B. MAGNUSON, BUDGET ANALYST, PANAMA CANAL COMPANY 


Mr. Pruston. The committee will come to order. 

We will commence the hearings this morning on the Panama 
Canal Company and Canal Zone Government. This is found at 
page 176 of the committee print and page 62 of the justifications. 


GENERAL STATEMENT 


We are delighted to have you with us this morning. Do you have 
’ prepared statement, Governor Seybold? 

General SeyBpoup. Yes. I would like to introduce Mr. Noble, the 

Comptroller of the Panama Canal Company, and Mr. Magnuson, 
the budget officer, both of whom are at the zone with me. 
_Mr. Chairman and members of the committee, my name is John S. 
Seybold. As Governor of the Canal Zone and President of the 
Panama Canal Company, I am pleased to present this statemert and 
inswer questions concerninng the 1956 budget estimates fcr the 
Canal Zone Government and the 1956 budget program of the Panama 
Canal Company. 


61922—55——_51 
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CANAL ZONE GOVERNMENT 


The Canal Zone Government is an independent agency charged 
with the civil government of the Canal Zone. Its functions include 
hospital and medical services, quarantine, sanitation, schools, police 
and fire protection, a postal service, customs and immigration services, 
libraries, magistrates’ courts, and other activities. The Canal Zone 
Government employs at present 2,393 full-time employees, 1,157 of 
whom are United States citizens. 

The Canal Zone Government operates out of appropriated funds, 
but all revenues of the agency from fees, fines, school tuition, and 
postal, hospital and other services are paid into the United States 
Treasury, and the remaining net cost of the agency including depreci- 
ation of capital facilities is reimbursed to the Treasury annually by 
the Panama Canal Company as part of the cost of the Panama Canal 
enterprise as a whole. The appropriations are, therefore, in the 
nature of an advance of funds. This means that although we are 
requesting $15,017,000 for operating expenses and $1,881,000 for 
capital outlay for 1956, the entire amount will be paid back into the 
Treasury. About $5.5 million will be recovered from charges to 
users of Canal Zone Government services, and nearly $10.5 million 
will be paid by the Panama Canal Company to cover the balance of 
the operations appropriation and depreciation accruals. 


PANAMA CANAL COMPANY 


The Panama Canal Company is a corporate agency of the United 
States which has the primary mission of maintaining and operating 
the Panama Canal for the transit of ships from one ocean to the other. 
As a part of the operation of the waterway the Company must main- 
tain and operate various supporting activities which provide for the 
needs of shipping and of employees engaged in the operation of the 
canal and the government of the Canal Zone. These supporting 
activities include harbor terminal facilities, marine bunkering facili- 
ties, fuel handling facilities, an electric power system, a water system, 
a telephone system, commissary retail stores, employee housing facili- 
ties, community service centers, warehouses, storehouses, two hotels, 
a printing plant, construction facilities, and a steamship line. The 
Panama Canal Company has 12,183 full-time employees of whom 
2,962 are United States citizens. 


REORGANIZATION 


Effective July 1, 1951, the Panama Canal was reorganized by the 
Congress with a view to placing the enterprise as a whole on a sell- 
sustaining businesslike basis. The organization of the Panama Canil 
Company and Canal Zone Government was the resulting product. 
The Company was incorporated under a modern Federal charter 
which has permitted the enterprise to be run with the flexibility and 
accounting methods and business efficiency associated with the 
corporate form of organization. Management is vested in a Board o/ 
Directors. As Governor of the Canal Zone I am ex officio presiden! 
of the corporation, a member of its Board, and its chief executiv 
officer. 
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The Company is subject to the Government Corporation Control 
Act. Its accounts are audited by the General Accounting Office, 
and its budget programs are presented to the Congress annually. The 
1956 budget program of the Panama Canal Company is now pending 
before this committee. It requests no appropriation of funds either 
for operating expenses or capital outlay. 

Under the 1951 reorganization, the Panama Canal Company is 
operated with a view to recovering out of revenues all operating costs 
including depreciation, interest on the Government’s investment in 
the Company, the net cost of operation of the Canal Zone Govern- 
ment, and the annuity payable to the Republic of Panama under 
existing treaties. The Panama Canal Company Act authorizes 
appropriations for capital needs and to cover losses. So far, however, 
the Company has been able to finance its activities in cluding a sub- 
stantial capital rehabilitation program without appropriations and in 
addition it has repaid substantial sums to the United States Treasury. 

I began my service as Governor and President of the Company in 
May 1952 during the first fiscal year of the reorganized enterprise. 
The first three completed fiscal years of the new operation have, I 
believe, shown that the reorganization was sound in approach and 
that it has been used successfully for the efficient accomplishment of 
the mission of the canal agencies. 

During my 3 years with the canal, canal traffic and revenues have 
reached the highest recorded in canal history, with the company main- 
taining the traditional high standards of public service while at the 
same time substantially reducing personnel. 

In fiscal year 1952, 9,128 ships of all classes transited the canal, 
10,170 in 1953, and 10,145 in 1954. Tolls revenues and credits 
amounted to $30.4 million in 1952, $37.5 million in 1953, and $37.2 
million in 1954. 

PAYMENTS TO TREASURY 


During this 3-year period the company, in addition to recovering 
all other operating costs, including administrative and other general 
expenses, has paid into the United States Treasury a total of $56.5 
million in fixed charges representing an interest recovery on the 
Federal Government’s investment in the amount of $24 million; the 
net cost of the Canal Zone government, $31.3 million; and the annu- 
ity paid to Panama in the amount of $1.3 million. These payments 
were made in the form of cash amounting to $43.7 million and cred- 
its amounting to $12.9 million. The statutory credits represent rev- 
enue from the transits of United States Government vessels which 
are not required to pay cash tolls. 

It might be interesting to note that the United States Government 
pays its way for the services rendered by the Panama Canal Company. 
We obtain a credit against our debits for Government ships that 
transit the canal in the same way that any commercial ship, or any 
foreign warship does. That is the way that the United States 
Government pays its way for the services rendered by the canal itself. 

In addition, the company paid into the Treasury in November 
1954 a refundment of capital in the amount of $10 million as provided 
In our 1955 financial program. 

The above figures are for the first 3 completed fiscal years of the 
reorganized enterprise. In fiscal year 1955 an additional $9 million 
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in interest, $9.5 million for Canal Zone Government costs, and the 
$430,000 annuity to Panama will be paid into the Treasury. For 
fiscal year 1956 the budget program now before your committee 
estimates further payments in the amount of $8.9 million in interest, 
$10.5 million for net cost of Canal Zone Government, and $430,000 
for the annuity to Panama. 


REDUCTION IN PERSONNEL 


During this period of peak workloads since the reorganization the 
employment rolls of the Panama Canal Company and Canal Zone 
Government have been reduced from about 19,300 in 1951, to 14,576 
on March 31, 1955. This decrease of 24 percent has resulted from a 
continuing program initiated by the management to effect economies 
and improve efficiency wherever possible. This program has involved 
internal reorganization to consolidate activities with related functions, 
the discontinuance of unprofitable activities that have been found to 
be nonessential to efficient operation, contracting for services in con- 
struction and maintenance programs instead of performing such work 
through the use of the regular force of employees of the agencies, and 
the assumption by the Republic of Panama of certain functions that 
are properly its responsibility. 

In addition, although we have dropped some missions, as stated 
there, we have increased some of our missions and the functions of the 
company-government. When the hospitals were consolidated the 
Canal Zone Government took over all the hospitalization for the 
Armed Forces at the Panama Canal and we then had to increase our 
force for that increased load. 


INVESTMENT IN COMPANY 


The capital value of Company assets upon which depreciation and 
interest charges are computed depends upon a comprehensive plant 
inventory and appraisal of the canal and other properties that were 
transferred to the Company at the time of the reorganization. This 
appraisal should be completed during the coming year. In the mean- 
time tentative values have been established which, under the statute, 
are subject to the final approval of the Director, Bureau of the Budget. 

These tentative values, which include major valuation adjustments, 
form the basis for the financial results reported above and estimated 
in the pending budget program. As so established, the net direct 
interest-bearing investment of the Federal Government in the Panama 
Canal Company is now carried in the accounts at $367.8 million, 
which reflects the reduction of the $10 million resulting from the 
capital refundment paid this year. 


FINANCIAL RESULTS AND PROSPECTS 


On this basis the results of operation of the canal enterprise since 
the reorganization show a net income, after payment of all costs in- 
cluding interest and the other fixed charges I have mentioned, of 
$3 million for fiscal year 1952, $5.9 million for fiscal year 1953, and 
$4.2 million for fiscal year 1954 after reflecting prior year adjustments. 
The increased volume of canal traffic in recent years and reduction i 
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force have served to offset largely the effect of increases in wage rates, 
prices and interest costs that have taken place concurrently. How- 
ever, While commercial traffic is being maintained, United States 
Government traffic decreased 30 percent in 1954 and will decline 
further in fiscal year 1955. The decline in Government traffic is 
attributable to the falloff of the abnormally large volume of such 
traffic through the canal that had resulted from the war in Korea. 
Accordingly, the pending budget estimates project a net loss of 
$240,000 in fiscal year 1955 and $2.9 million in fiscal year 1956. The 
unfavorable current showing is due primarily to the drop in number 


3 of Government transits, increases in wages and interest rates, and 
j additional employee benefits recently authorized by law, such as 
A the home leave travel benefits. 
8 The total canal traffic is our product, and of that the commercial 
d traffic is running at about the same amount as at present, and increas- 
, ing a little bit over fiscal year 1954. I am talking now about today’s 
: conditions. We believe that this traffic has reached its plateau, you 
\- might say, or it may increase a small amount, but the Government 
k traffic has decreased about 30 percent in 1954, and there is a further 
d decrease in the fiscal year 1955 which we are now experiencing, so 
ut as the result of this increased cost, we now for the first time since we 
have been there are budgeting a loss, a net loss, for the fiscal year 1956. 
‘d Since the time that the estimates of tolls and tolls credits were 
1e developed for the President’s budget, experience has indicated that, 
ne although there will be a greater drop in toll credits from the transits 
he of Government vessels, tolls revenues from commercial vessels may 


ur #& be higher than originally estimated. 

This budget was set up some months ago. At that time we were 
experiencing some decline in traffic. From all the data that we have 
had, it would appear that the commercial decline would continue, 

d but that did not turn out to be so. In the early part of this year, 
. we are maintaining a very slight mcrease in commercial traffic over 


int 1954. The Government traffic has dropped. We will be in the black 
his for this fiscal year, 1955, as it were. 

- Mr. Tuomas. You estimated two-tenths of a million shortage? 

- General Szysoup. That is right. 

~ Therefore, it is now probable that the Company will at least break 
- even in fiscal year 1955. 


ted _ The net income of the 3 completed fiscal years since the reorganiza- 
| tion provides some means for absorbing anticipated losses in 1956. 


, t . . . 
ae Present toll rates have not been increased since the opening of the 
nm canal. Whether they can be maintained depends, of course, on the 


the extent to which the conditions projected may continue or change. 

' I do not believe traffic will increase sufficiently in 1956 to maintain 
the net total. The committee is probably aware that a new treaty 
was signed between the United States and the Republic of Panama. 
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On January 25, 1955, the United States and Republic of Panama 
signed a new treaty and related memorandum which may have far- 
teaching effects upon the fiscal operations of the Panama Canal 
Company. It is too early to determine these effects since the treaty 
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has not yet been ratified by the Senate, and some of the proposals 
of greatest fiscal consequence will require congressional action. 

Mr. Preston. Who negotiated that treaty? 

General Srysotp. Mr. Henry Holland had a great deal to do with 
it. He is Assistant Secretary for Latin American Countries. Prior 
to his coming into office, Mr. Muccio had that responsibility. There 
was a change at about the middle of the negotiations. Mr. Muccio 
went as Ambassador to Iceland and Mr. Holland took over. 

Mr. Preston. It was not a function of your office? 

General Srysoitp. No. They always asked us for our position on 
each item. We prepared a position and sent it to the State Depart- 
ment. We were not in the negotiations. I think that they gave 
credit to our positions at all times. The present treaty as signed 
affects the Panama Canal Company considerably, or may, because 
in many of these cases the treaty states specifically the United States 
will ask for legislation. 

Mr. Tuomas. What is the duration of the new treaty? 

General Srysotp. In perpetuity. I do not believe there is any 
time limit. 

Mr. Preston. I have not studied the treaty, but it seems to involve 
quite a good deal of money. 

General SryBo.p. Yes. 

Mr. Preston. Some bridges and roads. 

General Srysoup. Bridges, yes. Of course, we own considerable 
property in the city of Colon in the Republic of Panama. That 
property and all the buildings and improvements on it would be 
transferred without cost to the Republic. Our people are living in 
houses there. We would have to reconstitute that housing by a con- 
struction program in the zone. 

The new treaty would increase the annuity payable to Panama by 
$1.5 million, from the present $430,000 to $1,930,000. Subject to 
legislative directive, extensive real estate holdings in the Republic of 
Panama would be transferred to Panama without charge. Under 
the new agreement, when ratified, the Company will discontinue the 
sale of goods and services to noncitizen employees who do not live in 
the Canal Zone and will discontinue sales of supplies to ships. The 
new agreements also contemplate the extension of the Civil Service 
Retirement Act to our noncitizen employees. 


AMORTIZATION AND INTEREST DURING CONSTRUCTION 


In this committee’s report on our appropriation bill last year, it was 
stated that the Company should consider the matter of amortization 
of costs, including interest during construction, and request legislation 
if needed to successfully amortize the entire Federal investment. The 
Company prepared the necessary bills, which were introduced in the 
83d Congress, and they have been reintroduced in the present Cot- 
gress. One of the bills, H. R. 5733, would require the amortization 
or depreciation of fixed assets in the amount of about $286 million 
which were previously considered to be nondepreciable. The amount 
of such amortization or depreciation would be returned to the Treasury 
annually as liquidating dividends, as earned. The other bill, H. R. 
5732, would place interest during construction, in the amount 0 
$50,892,311, in the interest-bearing investment of the Federal Gov 
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ernment in the Company. If both bills were enacted, a net additional 
charge against Company income would result, amounting to $1,917,000 
for fiscal year 1956 and amounting to $8,197,000 for the 4-year period 
of fiscal years 1952 through 1955. The proposed legislation would 
apply retroactively to July 1, 1951, the date of the reorganization of 
the canal enterprise. 

METHOD OF FINANCING 


Mr. Tuomas. I would like to have a brief statement from you on 
your general overall financing. You have your legislation fixed up 
here and some of it is pending. Give us a quick picture of your overall 
financing problem. 

General SryBotp. What we have in the statement generally covers 
it. I do not think I could at this moment predict anything about the 
treaty, so we have left that out. We do not know how it is coming 
out in the Senate. 

Mr. THomas. How do you take your appropriated funds, and how 
do you charge them, and how do you balance them out with your 
revenues, and what is your authorization over at the Treasury? 

General SrysBo.p. I will let the Comptroller speak to that. 

Mr. Nosie. We have two entities, the nonincorporated agency 
which is known as the Canal Zone Government, and the corporate 
agency, the Panama Canal Company. 

The first one is financed by appropriations. We require appro- 
priations to finance the operations of that agency, which covers the 
schools, the hospitals, fire, police, customs, and other typical govern- 
ment types of function. That agency makes charges when it renders 
services to other Government agencies, such as in the case of the 
consolidated hospital operations. It recovers from employees charges 
for hospitalization and all its revenues are paid back into the Treasury 
as miscellaneous receipts. 

The difference between the amount of appropriations and the 
amount recovered from these sources must then be paid back to the 
Treasury by the Company out of its revenues. 

The Company is a corporation operating out of its own funds. It 
is expected in general to be self-supporting from its revenues from 
tolls and any other income from the sale of incidental services. 

As the Governor has indicated, thus far since reorganization it has 
been wholly self-supporting and has not only paid back its obligations 
to the Treasury for this Canal Zone Government cost, and interest on 
the Government’s investment which at the present time runs about 
$10 million a year, but has had a net profit over and above that, of 
which it has given back $10 million to the Treasury in addition. 

It uses its funds to finance its capital program to the extent required. 
We have been undergoing a rather substantial rehabilitation of our 
capital facilities. The electric power system is a 25-cycle system. 
It is now obsolete and being replaced. Thus far we have been able to 
fnance those entirely out of our revenues. 


REVENUES AND COMMERCIAL TOLLS 


Mr. Miuuzr. I am glad to note from your report the effect of the 
reorganization is apparently favorable. I was a member of the 
1ompson committee in the 81st Congress that was given the task of 
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presenting a program. I believe from what you say it has worked out, 
As I recollect, there was a setup whereby the revenues from com. 
mercial tolls would be flexible with the idea of making the com. 
mercial side of the canal self-sustaining. 

Now, what is the situation with reference to that today? Have you 
reached the maximum of latitude for tonnage? If we begin to ru 
into the red in another year, can you request the President to raise 
the rate? 

General Sryspo.p. That presents several problems. The answer to 
the thought is, ‘‘Yes’’; if the corporation begins to run into the red 
then of course you raise your prices and that would be tolls. Assum.- 
ing that you run efficiently and cannot obtain other funds to offset 
a net loss, you turn to the question of tolls. 

Mr. Miuuier. Where are you on that right now? You have not 
reached a maximum, have you? 

General Sryspoip. A maximum of what? 

Mr. Miter. As I recollect, there was a maximum figure to which 
the tolls could be raised under the legislation, a limit as to how high 
you could raise them. 

General Srysoip. There is no limitation. 

Mr. Miuter. That has been removed? 

General Srysoitp. Yes. That limitation has been removed and 
the President could announce a toll increase. According to the law 
he would announce a toll increase to be effective 6 months from the 
time of that announcement, during which time we would hold 3 
hearing which would be something similar to a public service hearing 
for an increase in rates. I think that everybody understands the 
problems that would be involved and the objection to raising the 
tolls rate in the Panama Canal, which, for the benefit of the member 
who are not familiar, have not been raised since the canal was opened. 

There was a change in 1938 in the measurement rules which per- 
haps slightly increased the revenues due to the fact that a change in 
measurement took out the means of measuring and payment by regis- 
tered tonnage which had been utilized theretofore, and which reduced 
in some cases the amounts paid by the individual vessels when that 
type of measurement was used. 

Now we are all under Panama Canal rules which are the same, 
and the rates are the same. 


CAPITAL INVESTMENT 


Mr. Tuomas. What is your total capital investment? How much 
has been authorized since its inception? As I understand it, the 
American vessels are going through without charge. 

General SrysBop. No, sir. 

Mr. Tuomas. Do they pay the same rate? 

General SryBotp. Everybody pays the same, including the United 
States Government. The principal interest-bearing investment i 
about $367 million but that is after many adjustments. 

Mr. Miuuer. As I remember it, there were certain Panamanial 
vessels that went through free. 

General Srysoup. You are correct. Ships of war of Panama and 
Colombia and Government ships of Panama, and vessels that transi! 
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the canal solely for repairs. In other words, if we had a ship go 
through for repair, that transit would be free. There is very little 
of that. 

AMORTIZATION OF CAPITAL INVESTMENT 


Mr. Tuomas. How much have we amortized the capital structure? 
You state that you have an interest charge of about $10 million a year. 
Is any part of the capital structure amortized? 

General S—EYBoLp. We depreciate yearly the Government’s invest- 
ment that is in the canal by law. 

Mr. Tuomas. That reduces the interest charge, but it does not 
help to defray the capital structure. 

General SeYBouLp. The way it works, the Corporation was set up as 
of July 1, 1951, to require an evaluation of properties at that date. 
That becomes the fixed capital structure. 

Mr. Tuomas. July 1, 1951? 

Mr. Nose. July 1, 1951. That can only be reduced through the 
return of capital, as we returned $10 million recently. It will not be 
reduced by depreciation. We retain our depreciation money to the 
extent we need it to replace capital facilities. 

Mr. Tuomas. Was that $10 million interest? 

Mr. Nosue. That $10 million was the capital repayment of net 

rofit. 
, Mr. Tuomas. What was your interest return for that year? 

Mr. Nosus. For the current year, our interest is $8 million or $9 
million. 

Mr. Tuomas. Is that in addition to the $10 million for the capital 
amortization? 

Mr. Nose. Yes. That $10 million was an accumulated figure. 
It was not anything like $10 million a year. It was the first capital 
repayment we had made out of accumulated income for 3 years. 


REVENUES 


Mr. Tuomas. How much accumulated income do you have now? 
Mr. Nosue. That is in excess of our revenues over our expenses? 
Mr. Tuomas. That is what you live off of, so to speak? 
Mr. Nose. That is correct. 
Mr. Toomas. What is the size of the fund that you have to operate 
on? 

Mr. Nose. Our gross revenue is about $80 million a year, gross 
intake. That includes sales in the commissaries to employees and all 
revenue from all sources. 

Mr. Tuomas. What is your net? 

Mr. Nose. Our net income for the current year we expect to be 
about $500,000. We will be in the black by about a half million. 

General SzyBo.p. Just over the line, $500,000. 

Mr. Tuomas. Do you mean for 1955? 

Mr. Nosue. For 1955. 

Mr. THomas. You estimate a $2,200,000 loss. 

Mr. Nosue. For 1956. In 1955 we estimated a $300,000 loss. 

Mr. Tuomas. Will that $500,000 figure for 1955 include any replace- 
ments for capital amortization and payment of interest costs? 
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Mr. Nosue. That is after the payment of interest and after depre- 
ciation of nearly $5 million on our depreciable property, which money 
will be retained by us in our capital program. 

Mr. Tuomas. That is good bookkeeping for everybody except the 
taxpayers. The more you depreciate the less your interest charge 
becomes and certainly the less you amortize your original capital 
structure. Do you make any payment after deducting the $500,000 
for interest and for original capital amortization? 

Mr. Nose. The only way we can reduce our interest base, sir, is 
by returning cash money to the Treasury, not by bookkeeping through 
depreciation. 

Mr. Tuomas. I am asking what amount are you returning in the 
fiscal year 1955? 

Mr. Nose. Nothing. We are retaining it all for our capital 
program. We have a very heavy capital program for replacement. 

(Correction: The $10 million capital repayment previously referred 
to was made in fiscal year 1955.) 

Mr. Tuomas. What part are you keeping or returning to the Treas- 
ury in the form of capital amortization? 

Mr. Nosue. We are returning none. The legislation requiring 
that return has not yet been passed by the Congress. 

Mr. Toomas. How much are you keeping? 

Mr. Nose. We are keeping the entire $5 million depreciation. 

Mr. THomas. What else are you keeping? 

Mr. Noste. That is all, and the $500,000 profit. 

Mr. THomas. You do not have anything set up then for capital 
amortization, nor for interest charges? 

Mr. Noste. That is after paying interest, that $500,000. 

Mr. Tuomas. That is what I am trying to get clear. The $500,000 
is after paying interest of $5 million? 

Mr. Nosue. More than that. 

Mr. Tuomas. How much? 

Mr. Nose. $8 million or $9 million. 

Mr. Tuomas. Do you have that $500,000 after setting up something 
for capital amortization? 

Mr. Nostez. No, sir. By capital amortization, do you mean 
repaying the capital to the Treasury? 

Mr. Tuomas. Exactly what it has always meant, and in lieu of that 
the taxpayers get nicked for $5 million in the form of depreciation, so 
what you are doing is you are setting up about $13 million over and 
above your $500,000 net profit without setting aside a penny for 
amortization of the capital structure. 

Mr. Nose. The present statute does not permit us to include in 
the toll base anything for amortization of capital. That is one of the 
reasons for this legislation. 

General Srysoup. We are not reducing the Government’s invest- 
ment in that. That is not being reduced. We are paying interest on 
the interest-bearing investment of the Government throughout. We 
are amortizing the amounts that are depreciable. We are using that 
to finance our newer requirements. 
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UNITED STATES TONNAGE 


Mr. THomas. What you are stating now points up to your one big 
question that is now pending in legislation; namely, what part of your 
total tonnage is United States tonnage? 

General SzyBoup. No. 

Mr. THomas. What part is hauled by United States bottoms and 
Government bottoms? 

General SeyBo.Lp. We have that. 

Mr. Tuomas. Is it a third, a half, two-thirds, or what? 

General SryBoip. About 30 percent. 

Mr. THomas. And the rates have not been increased since when? 

General SryBoup. Since the beginning. There was a change in 
1938 which effected an increase. 

Mr. THomas. That was in measurement you said. 

General SkyBoLp. Yes. 


COMPARISON OF OPERATION WITH SUEZ CANAL 


= Tuomas. How does this operation compare with the Suez 
Canal? 

General SryBoLp. Right at the moment our tonnage is much less 
than the Suez Canal tonnage. The two canals were on a parallel for 
many, many years until the Arabian oil fields came in and then from a 
tonnage of around 35 million to 40 million net, the Suez jumped about 
twice that, so they are carrying about 80 million or 100 million a year. 

Mr. THomas. How about their fees? 

General SryBoup. The rate of a loaded ship is slightly higher than 
ours. Their rates for a ship in ballast is lower. 

Mr. THomas. How do they compare? 

General StysBoup. Generally speaking, because most of the ships 
are loaded, they are higher than the Panama Canal. They have been 
reducing their rates through the years, particularly the last few years. 
I think that their loaded rate is $1.05 a ton against our 90 cents, and 
their rate in ballast I am sure is about 50 cents compared to our 72 
cents. 

Mr. THomas. It is not up to the committee to change the status 
quo. 

Mr. Nosue. May I clarify for the record the exact amount of 
interest. For 1955 the interest payment to the Treasury will be 
$9,037,900. 

Mr. TuHomas. You may file the remainder of your statement. 

(The remainder of the statement is as follows:) 


HOUSING 


The Company has continued its review of current housing requirements and 
of projected levels of employment. We have been able to reduce substantially 
our housing program in 1955 so that, disregarding any possible effects of the new 
treaty, the entire program for both United States-rate and local-rate housing is 
how regarded as substantially completed. Except for 3 official quarters and 5 
replacements units for the Army which may possibly be commenced this year or 
hext, no new construction was begun or is contemplated in either 1955 or 1956. 
We are not requesting any appropriation of funds for housing construction in 
fiscal year 1956. Elimination of substantially all new construction plans for 
housing in 1955 and 1956 results in a further savings of some $5 or $6 million in 
the completed overall housing program. The cost of the original housing program 
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projected in 1952 was estimated at over $80 million. The present administration 
of the canal has been able to reduce this figure to less than $27 million. This 
reduction has been possible because of a number of policy changes and other 
factors including better utilization of available townsites, and reduction jn 
personnel by reason of internal reorganization and other achievements of improved 
efficiency. Another important factor is the elimination of the greater part of the 
local-rate housing program by reason of the new policy contemplating the eventual 
housing of all Panamanian citizens in the Republic of Panama rather than in the 
Canal Zone. Although premature for final determination or budgeting, the new 
treaty commitments requiring withdrawal of our housing and other facilities from 
the Republic of Panama will, if ratified, necessitate a substantial replacement 
construction program in the Canal Zone. 


CONSOLIDATION OF ACTIVITIES 


Pursuant to the directive in the 1955 Appropriation Act, the Army has dis. 
continued operation of its general hospital at Fort Clayten, and the Navy has 
transferred the hospital at Coco Solo to the Canal Zone Government. All hos- 
pital services are therefore now consolidated under the Canal Zone Government 
and, as provided by law, the other agencies are being billed for the net cost of 
hospital and medical services rendered to their uniformed and civilian personnel 
and dependents. 

A plan is now under study with the Armed Forces to consolidate all structural 
fire fighting in the Canal Zone into a single system composed of civilian fire 
fighters under the jurisdiction of the Canal Zone Government. 


PANAMA RAILROAD AND CANAL ZONE HIGHWAY 


Last year your committee expressed interest in a study as to the need and 
cost of a transisthmian highway entirely within the Canal Zone. Under date of 
March 18, 1955, we filed with the committee an economic study of the Panama 
Railroad and a report on a proposed new highway within the Canal Zone. The 
1956 budget of capital projects for the Canal Zone Government includes $90,000 
for further studies and preparation of plans and specifications fcr the highway. 

The estimated loss in the cperation of the Panama Railroad is $11,800 for 
1955 and $75,300 for 1956. The Board of Directors of the Panama Canal Com- 
pany has concluded that, for the reasons detailed in the report filed with the 
committee, the operations of the Panama Railroad should be discontinued as 
unnecessary and uneconomical and the isthmian transportation needs of the 
Company and the Government should be supplied by motor vehicles utilizing 
the present transisthmian highway, until the Canal Zone highway is built. The 
present transisthmian highway is located entirely within the jurisdiction of 
Panama. The Board of Directors and management of the Company advocate 
the construction of the highway within the zone. The capital program for the 
Panama Canal Company includes $650,000 for expenditure in fiscal year 1956 
for new automotive equipment and related garage facilities to handle Company- 
Government official freight and passenger requirements. 


ECONOMIES AND IMPROVEMENTS 


In addition to items already mentioned, including the substantial reduction in 
personnel and the consolidation of hospitals, I might mention a few items illustra- 
tive of the means through which important economies and improvements have 
been effected during the last year or so: 

1. Company inventories of operating supplies and materials have been reduced 
by about $2.5 million since 1953 or approximately 22 percent. 

2. About $2 million (original cost) of equipment and plant have been disposed 
of without replacement. 

3. The policy of accomplishing construction and maintenance work by contract 
rather than by force account has been extended. 

4. Improved maintenance practices have been developed, such as by extension 
of the use of preventive maintenance teams and by a new inexpensive method of 
washing the exteriors of quarters, thereby extending the life of the paint. 

5. The use of General Services Administration facilities and programs has beet 
extended in the field of freight forwarding, records storage, and procurement. 

6. The extended use of business machines, including an improved system of 
electric bookkeeping and payroll machines, is expected to recover the cost of the 
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investment in the first year of operation and result in a savings of at least $125,000 


ion 

‘his annually thereafter. 

her 7. Other important advances have been made in the establishment and use of 
in a commercial-type accounting system. 

ved 8. A very considerable number of field offices, service centers, branch commis- 

the saries, police stations, and post offices were closed with resulting savings and better 

ual utilization of personnel and plant. 

the Turning now to the specific appropriation estimates of the Canal Zone govern- 

1eW ment and the budget program of the Panama Canal Company for fiscal year 

‘om 1956, I will mention certain highlights only. I shall be brief, because some have 


ent already been touched on in this statement and all are detailed in the justification 
which you have before you. 


CANAL ZONE GOVERNMENT BUDGET ESTIMATES 
dlis- For the Canal Zone Government for 1956 an amount of $15,017,000 is requested 
has for operating expenses and $1,881,000 for capital outlay. As previously noted, 
108- these appropriations represent an advance of funds from the Treasury since the 


ent entire amount will be repaid to the Treasury through recovery from individuals 

t of and agencies served and the annual payment by the Panama Canal Company of 

inel the remaining net costs of operation of the Canal Zone Government, including 
depreciation. 

iral The $15,017,000 for 1956 operating expenses is an increase of $1,229,000 over the 

fire amount appropriated for the Canal Zone Government in the 1955 act: $733,000, 
or well over half of the additional amount represents increased costs resulting 
from legislation granting home leave travel benefits and other fringe benefits to 
employees such as uniform allowances and increased overtime compensation. 

The $1,881,000 requested for Canal Zone Government capital outlay, together 
and with $60,100 in unobligated balances expected to be carried over from fiscal year 
e of 1955, is $543,075 less than the total obligations for capital outlay in 1955. Major 
ua items in the 1956 program include $600,000 for commencing the construction of 
The a portion of the coordinated sewage collection and disposal facilities for the Canal 
000 Zone Government and Armed Forces on the Pacific side of the isthmus; $260,000 
yay. for continuing the sewage disposal project on the Atlantic side; $293,000 for 

for additions and alterations to buildings for school activities; and $90,000 for studies, 


< plans, and specifications for a transisthmian highway within the Canal Zone. 
1e 
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PANAMA CANAL COMPANY BUDGET PROGRAM 


No appropriation is requested to finance the operations or the capital program 
of the Ponaing Canal Company in fiscal year 1956. The forecast of declining 
traffic and revenues has been mentioned earlier and is discussed in detail in the 
justifications. 

The Company’s capital program for 1956 includes the continuation of two major 
programs begun in prior years, namely, the conversion of the electric power system 
rom 25-cycle to 60-cycle current and the improvement of the canal channel and 
arbors. New projects in the capital budget include the beginning of a $7 million 
program for the replacement of the obsolete towing locomotives and cranes at the 
locks, the conversion of the locks electrical system to 60-cycle current, at an 
stimated cost of $3.8 million and the establishment of a fleet. of motor vehicles 
and facilities to handle essential Company-Government traffic after the abandon- 
nent of the railroad previously referred to. In connection with the motor ve- 
hicles, it will be necessary to change the language presently appearing in the bud- 
et document to authorize the purchase of 13 additional passenger motor vehicles 


n in 
stra- 
lave 


iced hat will be required for this purpose. 
As the capital program progresses, changes in plans and phasing of obligations 
osed tween years are frequently found necessary in order to pursue the most econoni- 
al or operationally advantageous course. For example, by utilizing in 1955 the 
ract M@available facilities of the contractor engaged in the removal of the slide hazard at 
‘ontractors Hill, the total cost of the project for widening a portion of Gaillard 
sion ut, originally scheduled for 1956, will be reduced by more than $400,000. Sav- 


id of hgs on the Contractors Hill project itself are now estimated at $600,000, making a 
otal of $1.0 million savings anticipated on these two projects. 


been That completes my prepared statement. I shall be glad to go over specific 
it. | tems in the estimates and answer questions, at the pleasure of the committee. 
n 0 
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OperRATING Expenses, CANAL ZONE GOVERNMENT 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec, 1311, Public Law 663) 





1954 actual | 1955 estimate | 1956 estimate 








Appropriation or estimate. .........-..---02--2 2200002520220 5-2- $13, 300, 000 | $13, 788, 000 $15, 017, 000 
Unobligated balance transferred to ‘Capital outlay, Canal 
Zone Government,’’ pursuant to Public Law 453........---- 1390: 9M 4.5 s...--... 
Unobligated balance brought forward...........-------------- 3, 354, 417 Rp IN Leceidineerinciccn 
Total available for obligation... .......--<<<<<ce0.<-4-0~ 16, 654, 417 13, 788, 000 15, 017, 000 
Unobligated balance carried forward--..-......-..-.------------ PRR Bre evden dnc cccnusledenesn<a-e... 
Unobligated balance, estimated savings_-..--.---.-----------.- WEE Teka beick eck Gaalseetndie~ acces 
ROR, FOE BR ak cnx hae cqe crs sue cneebieieapndoss SEI CES fcoeiithin dt dine od hems hha odin. 
Cement Wines... 0.2. a ie 14, 381, 175 13, 788, 000 15, 017, 000 
Comparative transfer to ‘‘Capital outlay, Canal Zone Govern- 
RII inti emis ngneinde bteeese ea teiantikngibeuine duds —1, 441, 284 Jn---ennn-nnnnn|-n-e---------. 
Mune einai sisi) id debe aes 12, 939,891 | 13, 788, 000 | 15, 017, 000 





Obligations by activities 








Description | 1954 actual | 1955 estimate | 1956 estimate 
Costs by activities: 
1. Civil functions: 
(a) Customs and immigration-...............------ $432, 155 $432, 700 $439, 100 
(Oy DOMES GERM 5 gb on ctate ded h ccctionbaeipids ces 1, 108, 547 1, 120, 600 1, 122, 000 
fe) SRR MOUNINIDIR 6 ince cngesanscadbtyuieeesscnt 1, 604, 622 1, 586, 500 1, 626, 100 
BP Se I os pic attnpecwcsumevesbvonessccee 563, 406 577, 900 609, 200 
Cas PRN AIL ho ce scl de tli devcdiceves 70, 239 71, 000 72, 900 
C7 IOI bc bcirackbnige skbbo pine - <p ssekaosene 2, 720, 860 2, 818, 600 2, 954, 000 
ef} Public areas and facilities. ...............------ 1, 034, 386 1, 219, 500 1, 291, 400 
OS fre ee dteamide dan 72, 132 78, 700 85, 000 
ep) DENI oc 5 oo. i an dalle w seme cebac 106, 418 115, 200 113, 600 
(j) Other civil affairs. ...........--.- pe esteseiens 259, 894 296, 200 297, 600 
2. Health and sanitation: 
ee eee, oe 4, 263, 641 4, 915, 600 5, 186, 400 
(6) Other public health services... .-..........------ 701, 296 720, 600 727, 100 
3. General government expenses: 
(@) OGice of She Governot..<.....<-..-.-.<.5......-.- 23, 169 29, 800 55, 100 
(6) Other general government expenses-_.-_..-----.-- 902, 100 714, 700 1, 367, 000 
(c) Adjustment to prior year costs. .--.-..----- aoe NE Wace tne catenses 
toca bkbceebieecnesictinwaees 13, 967, 156 14, 697, 600 15, 946, 500 
Change in unapplied resources, net_-_.-.......--...----------- a deen adh 
Depreciation included in activity costs_...........-.---.------ —893, 993 — 909, 600 —929, 500 
Capital account adjustments.........................--.-...-- eer, CO UAL. 48 A a es. 
I ia tisiiincictannimannineupabenntebeonhs 12, 939, 891 13, 788, 000 15, 017, 000 
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Obligations by objects 


Object classification 


Total number of permanent positions: 
United States rate 


Full-time e equiv alent of all other positions: 
United States rate 


Average number of all employees: 


CI ec sail deta saicctilisaaiiiaial 


Military rate 
Local rate 

Number of employees at end of year: 
United States rate 


Average salaries and grades: 
General schedule grades: United States rate: 
Average salary 
Average grade 
Ungraded positions: Average salary: 
United States rate 
Local rate 


Personal services: 
Permanent itions: 
United 
BETOEY T0002 6562-555. MBL AS 
Eee eee 
Positions other than permanent: 
United States rate 


| 1954 actual 1955 estimate | 


| 
1, 240 
26 | 
1, 174 | 


1, 214 
17 | 
1, 133 


22 | 
20 | 


ote 
22 | 
1, 233 | 
17 | 26 | 
1, 196 | 


1, 214 | 


1, 214 | 


1956 estimate 


1, 254 
14 








$5, 645 | 
GS-6.5 | 


$5, 664 | 
GS-6.6 


$5, 144 | 
$1, 374 | 


$5, 248 | 
$1, 346 


$6, 759, 010 | 
254. 702 | 
1, 580, 506 | 


135, 793 | 


29, 375 | 


$6, 506, 260 | 
177, 957 | 
1, 556, 836 


124, 471 
27, 742 | 





Regular pay in excess of 52-week base: United States rate__| 
Recruitment at rates above minimum (Public Law 763, 


83d Cong. 
Payment ea basic rates: 
United States rate 
Local rate 
Other payments for personal services: Local rate 


Total personal services: 
United States rate 
Military rate 


Transportation of things 
Communication services 

Rents and utility services 

Printing and reproduction 

Other contractual services 

Supplies and materials 

Equipment 

Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Interest 

Taxes and assessments... -..-....-.-.-- Nienibsaenduleetan 


Total obligations.............-- i piinitieaedibisd tausienessie td 


223, 112 
48, 472 
14, 423 


1, 600, 272 


114, 480 
35, 275 
36, 665 
21, 600 
311, 987 


48, 472 
14, 423 





6, 851, 645 
177, 957 | 

1, 631, 634 

289, 964 
248, 943 | 

68, 445 


7, 138, 922 
254, 702 | 
1, 672, 776 
314, 600 
263, 500 
71, 700 
90, 600 
42, 300 | 
2, 141, 000 
1, 108, 100 
9, 100 
548, 500 
800 
126, 000 
5, 400 


13, 788, 000 


12, 939, 891 | 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual 1955 estimate 


7, 546, 256 
135, 002 

1, 698, 442 
876, 000 
255, 100 
72, 400 
90, 800 
42, 300 

2, 446, 100 
1, 145, 700 
10, 600 
565, 600 
800 

126, 000 

5, 900 


15, 017, 000 


1956 estimate 





Obligated balance brought forward 
Obligations incurred during the year-_--.-....--.------.------ 


Adjustment in obligations of prior years. 

Obligations transferred to ‘‘Capital outlay, Canal Zone Gov- 
ernment,”’ pursuant to Public Law 453 - 

Obligated balance carried forward_. 


et os 
Expenditures are distributed as follows: 


Out of current authorizations. -.----.-----.----------- 
Out of prior authorizations 


$3, 032, 7 
14, 381, 175 


17, 413, 961 & 


$3, 315, 772 | 
13, 788, 000 


17, 103, 772 
| 


—972, 861 


—3, 315, 77 — 2, 330, 911 


$2, 330, 911 
15, 017, 000 


17, 347, 911 





14, 069,840 | 13, 800, 000 





ae 
11,072,379 | 11, 457, 089 


2, 342, 911 





2, 997, 461 


12, 485, 089 
2, 330, 911 
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Mr. Tuomas. The first item in the committee print is on operating 
expenses, Canal Zone Government. 

Governor SEYBoLp. Operating expenses for 1955 for the canal were 
$13,788,000. In addition to that, there was a supplemental appropri- 
ation for 1955 of $230,000 which brings our operating expenses for the 
Canal Zone Government to $14,018,000. It may be desirable to 
check in and see the increases and variations from 1955. 

Mr. Tuomas. I think it would be well to insert at this point in the 
record pages 63 and 64 of the justifications. 

(The pages referred to follow:) 


Operating expenses, Canal Zone Government, tabulation showing 1955 appropriation, 
variations in 1956, and appropriation request for fiscal year 1956 


1955 appropriation for operating expenses, Canal Zone Government_ _ $138, 788, 000 


Estimated variations for 1956 (to establish 1956 appropriation 
requirements) : 
1. Increases resulting from legislation: 
Home Leave Travel Act: 


Total cost of home-leave travel___._.._____--_-- 676, 600 

Less 1955 provision for agency’s participation in 
cost of employee travel on Panama Line__------ — 101, 300 
Net additional cost of home-leave travel ___-- 575, 300 


Fringe Benefits Act (increased overtime compensation; 
premium pay for standby and unscheduled time; 
uniform allowance; recruitment above minimum rate 


DN UD Ses sccc bn ltd pans cde in tpt lotr tn ds a to a amet 158, 000 
te itiwnnetine Selkecs ae ene 733, 300 

2. Activities transferred from the Panama Canal Company: 
Executive Secretary's office........................- 22, 100 
pmmberation vasa work... .._.........-....---.-..5 10, 000 
Vital statistics work............---- sis tent caneecmmeaaticaia a 10, 100 
RR 25 ai te sai eins sed 42, 200 


3. General: government expense: 
Reestimate of assessment of Panama Canal Company’s 
general corporate expenses chargeable to Canal Zone 


MOURNE 5 ou we atawrewacawewec Weisel eee 190, 000 
4, Increased maintenance requirements: 
Copwennen pm eemenee. . . 2 ee ok oc nck Sanne un 3, 200 
Postal service, extraordinary maintenance, Ancon and 

ny net WENN = = ce ee eee eceecscccse 12, 000 
Care of grounds, new tow Ne eee 5, 400 
Roads, streets, and sewers, nonrecurring repairs, correc- 

tions, and extraordinary maintenance___.....------ 59, 100 
Gorgas Hospital, painting, repairing, and rehabilitating 

various waras anda DuUlidings.....................-. 48, 200 
Coco Solo Hospital, maintenance and repair _--------- 49, 000 
Corozal Hospital, painting, interiors and exteriors, var- 

ONIN og 22 a ee ee: 16, 500 
Colon health office, refinish floors, paint interior __ _ _ -- 3, 500 
Minor increases in other activities___..-_______--___- 3, 900 
Less decreased maintenance, 1955 items not required 

re ET IO Sat NLM — 81, 200 

ae named ih chatimadieanteemeiadaltiaaae 119, 600 
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Operating expenses, Canal Zone Government, tabulation showing 1965 appropriation, 





variations in 1956, and appropriation request for fiscal year 1956—Continued 
Estimated varations for 1956—Continued 
5. Increased education requirements: 
Additional teachers, United States schools___._____--- $50, 200 
Application of Washington, D. C., pay schedules to prin- 
cipals, supervisors, and physical-education teachers__ 28, 500 
Restore school-physician service ____-_____-_-------- 10, 000 
Replace untrained kindergarten teachers with trained 
TORO hts. seuted iis. Socliis Le ee 43 14, 000 
Reinstatement of elementary physical education pro- 
NN Si aS an Pc deck sc an Ra eee eas 35, 000 
Less reduced requirements, Latin-American schools___- — 15, 800 
WM AMAN Hien CARTE Nae 121, 900 
6. Increased hospital requirements (other than maintenance) : 
Increase for full year consolidated operations begun in 
1955 (increased patient load) _____-----_- Pitan wrens : 54, 000 
Replacement of military doctors with civilians__-- --- . 50, 000 
Less completion in 1955 of initial recruiting in connec- 
tion with consolidation of hospitals_____ ~~ ------- —37, 700 
PUNY S tien SC Ak ct enn Jae ip ance aa anaes A 66, 300 
7. Reduced operating requirements, various activities_____--- — 44, 300 
Appropriation requested for fiscal year 1956____.__---_---------- 14, 017, 000 


GENERAL STATEMENT 
HOME LEAVE TRAVEL AOT 


Mr. THomas. You may proceed, Governor. 

Governor SryBoup. The first item is the Home Leave Travel Act. 
There is budgeted here the total cost of home leave, $676,600, less the 
1955 provision of $101,000 for the agency participation in the cost of 
employees’ travel. 

Now, in the original budget, we had included the agency partici- 
tion of the cost of employees traveling the Panama Line. Prior to 
the time of the passage of this act by Congress, giving free home leave, 
it was the policy of the Company to participate to some extent, or a 
major extent, in the cost of travel of employees from the zone to New 
York by Panama lines. The employee was charged an amount of 
about $40 per person and the activity in which he was employed—— 

Mr. Tuomas (interposing). Does this item refer to the 1955 budget? 

Governor Srysotp. That is right, and we are trying to show the 
difference between the 1955 and 1956. 

Mr. THomas. Very well. That is a new item that came into 
existence during the present fiscal year. 

Governor SryBo.p. That is right. So that we had in that budget 
$100,000 which should be subtracted in order to get the increase in 
the total cost of home-leave travel, of $575,000. 

The other increase of significance here is the cost of the Fringe 
Benefit Act, which includes additional overtime compensation, standby 
pay, unscheduled time, et cetera. Those are under the act that, you 
will remember, was passed by the last session of Congress, which 
increased our cost by $158,000. 
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The other activities have been transferred from the Company to the 
Government. The Executive Secretary’s Office, immigration visas, 
and vital statistics; those are small Government items—the company 
items—and they are included here. 

Then the reestimate of the assessment of the Panama Canal 
Company, general corporate expense, charged to the Zone Govern- 
ment; we have reviewed that and found that charge should be 
increased about $190,000. 

Then there are certain other small items; increased maintenance 
requirements, to my residence, which is a pre-1912 house, with care 
of grounds and so on, as listed here, totaling $119,600. 


ADDITIONAL EDUCATIONAL REQUIREMENTS 


I am sure you are familiar with the problems of education. We 
have it also, and those are itemized here in item 5. Those additional 
requirements are for United States teachers—9 additional teachers, in 
the United States schools, $50,000. 

The application of the Washington, D. C., pay scale to principals, 
supervisors, and physical education teachers is also included. I think 
that certain members of the committee are familiar with the fact that 
we are required to keep our level of pay for the teachers, the basis, that 
is, we take from Washington, D. C., so that we are gradually applying 
these pay schedules of the District of Columbia, and this is the last 
increment that is being made. It was stepped up in about three 
increments, and this is the last one. 

Mr. Miuuer. That was arbitrarily established, was it not, as a fair 
yardstick, because of differences throughout other parts of the United 
States? 

Mr. Noste. Yes. 

Governor SrysBoup. Yes; we have a number of those yardsticks. 

Mr. Miter. That has worked out satisfactorily, has it? 

Governor Srysoip. Very must so, because the people have an 
understanding of that, the derivation of the pay schedule. 

Mr. Miter. This being also a Federal territory and the capital of 
the country, it is rather easily understood. 

Governor SryBo.p. Yes. 

Mr. Mituer. And they can see that it is fair. 

Governor Sreysoup. Yes. And it does very well. 

Due to lack of funds, we had to take out the school physician 
services, which I think is customary in most communities and we are 
asking that this be established as a part of the school system; we have 
had heretofore—— 

Mr. Tuomas (interposing). In the fiscal year 1954, you had 6,638 
United States schoolchildren; in 1955 you had 6,629 and for fiscal 
year 1956, you jump up to 7,000. 

This provides for the operation of educational facilities from 
kindergarten through junior college. 

Governor SEYBOLD. Yes. 

Mr. Tuomas. For the dependents of Government employees, 
military personnel, and other residents of the Canal Zone and on 4 
space-available basis, to certain residents of Panama. 

Do you figure here Latin-American schools, any service furnished 
to Panamanians? 
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Governor SrysBotp. The resident Panamanians, the noncitizens. 

Mr. Tuomas. The noncitizens, the number falls from 1954 of 
4,539 to 4,054 in 1955 and 3,700 in fiscal 1956. 

Is it the same standard of school for them? 

Governor SEYBOLD. No. We have instituted, and we have two 
school systems, Mr. Thomas, on the zone. That has been developed 
in the last several years. One is the Latin-American school, where 
all the instruction is given in Spanish for the noncitizen, the Pana- 
manians who reside on the Zone. In those schools, we do not accept 
tuition students from the outside. This is under a definite program. 

We have been criticized severely that we have not prepared the 
Panamanian child for his place in the Republic of Panama as a 
citizen of Panama. He was generally of a West Indian extraction, 
and he was taught English in the schools and when the time came, 
because sooner or later it was inevitable that he had to return to 
Panama, as he has to do now, he was at a loss, because he did not 
know the language, did not know the history, and in other words, 
he was not prepared as a citizen of Panama. 

So that, 2 years ago, we began a program of having a separate 
Latin-American school system, which taught Spanish and not the 
American system. The American system is interchangeable with 
that in the United States and the Latin-American one with that of 
Panama, so that if the Panamanian youngster is forced to move from 
the zone to Panama, he can take his place just like any American 
youngster who comes back to the United States can take his place. 

We have had also a definite program of reducing the number of non- 
citizens living on the zone and that calls for a reduction in the non- 
citizen group, but our citizen group, like every other place in the United 
States, is still continuing to grow, and the estimate of 7,000 is quite 
factual. We have taken the group from kindergarten through grade 
12, and junior college, and it is our best estimate that we will reach 
about 7,000 in the fiscal year 1956. 

Mr. THomas. What does this cost the Government? Does it 
cover books, tuition, instruction, and everything; is any contribution 
made by anybody? 

Governor Srysoutp. No. For the grades 1 to 12 Congress has 
stated that it would be free for all residents of the Canal Zone, and 
the American citizens. working for the United States in Panama. 
Tuition is paid for kindergarten and junior college, but not total cost. 
I think Congress said that it should be a reasonable amount, a rea- 
sonable amount should be paid for kindergarten and junior college, 
with the exception that the Panama Canal Oonhpuny is a big taxpayer 
in the area and it could, in general, support these activities. 

Mr. Preston. On this question of the kindergarten, I am told that 
when an employee arrives in the Canal Zone, one of the first things he 
has to do is to pay $72 tuition for kindergarten and sometimes that 
places a heavy burden on a new employee, who has just gone through 
the expense of moving. 

General Sreyso.tp. I do not think, Mr. Chairman, that he has to 
pay the entire tuition then; he pays at a monthly rate of $8. 

Mr. Preston. He would not have to pay it all out at one time? 

General Sryspoutp. No; that is my understanding. That would be 
entirely contrary to any program we have as to payment. The $8 
we feel is a reasonable charge for kindergarten. It does not cover the 
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cost, in any respect, but that was the statement made by the Congress 
and that is the reason why, they said that it was to be reasonable. 

Mr. Bow. Do any members of the Armed Forces use these schools? 

General Sryso.p. Oh, yes; they, in turn, of course, pay the cost of 
their tuition. 

Mr. Bow. You are reimbursed for that? 

General Szeyso.p. Yes. 

Mr. Bow. How many armed services children are in these schools? 

General Szyso.tp. The sponsorships—well, roughly, I think I have 
it here, but roughly, over half. 

Mr. Bow. What tuition do they pay? 

General Srypo.p. They pay cost. 

Mr. Bow. Actual cost? 

General Srysoup. Yes. 

Mr. SHELLEY. How is that collected? 

Mr. Nose. We receive reimbursement but it goes into miscellane- 
ous receipts of the Treasury. 

Mr. SHeviey. From the service whose members have children? 

General Srysoutp. Army, Navy, and Air Force. 

Mr. Nosie. The parents of those children pay the same tuition as 
ours for the junior college and kindergarten, and that is adjusted 
then by the Government. 

General Srysotp. Then there was this item: We have been using 
local untrained kindergarten teachers whose salary was much less 
than those we would pay for trained, graduate kindergarten teachers, 
and we are requesting this year this $14,000 to replace the untrained 
teachers with trained teachers in the kindergarten schools. 

There is an item this year for the reinstatement of the elementary 
physical education program of $35,000 which has been taken out, due 
to shortage of funds in the fiscal years 1955 and 1954. 


HOSPITAL REQUIREMENTS 


Under ‘‘Hospital requirements,” there is an increase for a full year’s 
consolidated operation, begun in 1955, increased inpatient load, 
$54,000, and replacement of military doctors by civilians, another 
$50,000, with a reduction of $37,000 for completion of initial recruiting 
on the consolidated hospital program. 

As I stated earlier, the hospitals are now consolidated under the 
operation of the Canal Zone Government, and we have an increased 
load due to military in our hospitals and for that increase, of course, 
we must appropriate funds which are offset throughout the year by 
military payments which are, again, paid back into miscellaneous 
receipts. But we need the appropriation to carry the load at the 
beginning. I do not know whether that is understood very well or 
not. It is a little bit complicated, but we do not get any actual 
benefits from the military payments, because they go right back into 
the Treasury; in other words, we cannot use those payments, so that 
is the reason why that appropriation is necessary. 

Mr. Mixer. Does not the Army and the Navy still maintain some 
hospitals there? 

General Srysotp. No. 

Mr. Miuuer. They have been closed? 
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General Sryspoip. They have. They have a few dispensaries. 
They have a dispensary on the Pacific side at Fort Clayton and they 
have one on the Atlantic side, at the Naval Station, Coco Solo, but 
they furnish no hospitalization as such. 

Mr. Mixer. If a military patient requires hospitalization, would 
he go to a civilian hospital now? 

General SryBoup. Yes; he comes to the Gorgas Hospital. 

Mr. Miuuer. Is the same thing true of his dependents? 

General Srypouip. Yes. That was the method in which the 
hospitalization had been carried on for many years, prior to World 
War II. Gorgas, you realize, is the general hospital there-——— 

Mr. Miter. Yes. 

General Srysoutp. To take care of all of the hospitalization on 
the zone. And during World War II the services had their own 
hospitals; and in 1954 this committee and the Senate Committee on 
Appropriations approved the project of unification of the facilities on 
the zone, the biggest one being the unification of hospitals. Originally 
they had 5; now there are only 2, and we take care of all of the military 
hospitalization. 

Mr. Miuuer. Are you able to do that with nonmilitary doctors and 
surgeons, or do you have detailed surgeons from them? 

General SeyBoutp. We have, at the moment, details of military 
doctors. Of course, that has been the case there ever since the zone 
was established. ‘There has been some question about their furnish- 
ing service and the matter lies, to some extent, in the additional cost 
of civilian doctors, over military doctors. Of course, we only author- 
ized reimbursement for services for the pay and the allowances of the 
military doctors which is far less than the comparable civilian doctors. 
You cannot get a civilian doctor to come to the zone from the United 
States for that kind of pay. 

Mr. Miiuter. What about nurses? are they Army and Navy and 
Air Force nurses? 

General Srysoup. They are civilians. 

Mr. Miuuter. Civilian nurses? 

General Sryspoutp. Yes. We are not having too much difficulty 
in recruiting them. There has been a sort of tacit agreement that a 
certain number of military medical men would remain with the organ- 
ization, and I think that that is desirable in many ways. Of course, 
the services are in difficulty in recruiting for their own medical forces, 
so that they are quite interested in reducing this number assigned 
to us. 

Mr. Miuuer. Of course, this committee is primarily interested in 
the financial plan. Do you reimburse the Army and the Navy and 
the Air Force for medical officers that work in these hospitals? 

General Srypoup. Yes. 

Mr. Mitier. And they, in turn, reimburse you for treatment given 
to the military personnel, and their dependents? 

General SryBoup. That is correct. 

Mr. Bow. How about the Canal Zone employees? Do they pay 
for hospital treatment, or a part of it? 

General SryBoup. There is a tariff; that is not the full amount. 
Again, I think the Congress said that it should pay a reasonable sum. 

Mr. Bow. But it does not cover the complete cost? 
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General Sryso.tp. No. 

Mr. Tuomas. Mr. Bow, I believe at this point in the record, if 
we would insert the paragraph on page 180 of the committee print 
dealing with health and sanitation, it might help. 

Mr. Bow. I think it would. 

Mr. Txomas. And we might put in the patient load, just let me 
read that into the record, under ‘‘Health, sanitation, and hospitals”: 

Two complete general medical and surgical hospitals with outpatient clinics, 
a neuropsychiatric and domiciliary hospital, and a leprosarium are operated and 
maintained. In conformity with recent legislation, the Naval hospital at Coco 
Solo was transferred to this agency on September 1, 1954, and Colon Hospital 
and all military hospitals were subsequently closed. Medical care of all eligible 
civilians and military personnel in the Canal Zone is now provided in the two 
general hospitals operated by the Canal Zone Government. 

Will you name the two? Was it Gorgas Hospital? 

General Srysotp. And Coco Solo. 

Mr. Tuomas. And Coco Solo. 

General SeyBotp. Yes. 

Mr. Tuomas. The patient load per day for Gorgas in 1954 was 
255.1. And for 1955, it was 357; and for 1956, it goes up to 380. 
For the Atlantic side (Coco Solo), for 1954, it was 73.5; for 1955, 106; 
and for 1956, 120. 

The average daily patient load in each one of those 2 hospitals is 
-what; what is the total for 1956; around 500? 

Mr. Nose. That is right. 

Mr. Tuomas. Per day patient load? 

Mr. Nose. Yes. 

Mr. Tuomas. And the cost for 1955 is $4,915,600, against $5,186,400 
for 1956; is that correct for the 2 hospitals? 

Mr. Nosue. No; that would include 

General Srysotp. That would not be correct for those two hospitals. 

Mr. THomas. What is the cost for these two hospitals? 

Mr. Noste. I can give you those figures in just a moment. 

Mr. Tuomas. The other two includes the Public Health Service, 
the leprosarium and what else? 

General Srysotp. And the hospital for the insane. 

Mr. Tuomas. The hospital for the insane? 

General Srysotp. Yes. 

Mr. Nosts. Those figures appear on page 68 of the justification, 
re Thomas. The Gorgas cost for 1955 is $3,369,200; and $3,500,000 

or 1956. 

The Atlantic side hospital, Coco Solo, is $950,800 for 1955; $1,- 
114,700 for 1956. 

Mr. Tuomas. What is the total cost of the two hospitals for 1955 
and 1956? You have got a slight increase for 1956. 

Mr. Nose. $4,320,000 for 1955; and $4,614,700 for 1956. 

Mr. Tuomas. That is about $250,000 increase in 1956 over 1955? 

Mr. Noste. Yes. I wish to point out that the consolidation was 
not in effect for the full fiscal year 1955. 

Mr. Tuomas. That is the full appropriated cost for the operation 
of those two hospitals? 

Mr. Noster. That is correct. 

Mr. Tuomas. What is your dollars-and-cents amount over contribu- 
tions you get from the patients? 
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Mr. Nose. That appears on page 74 of the justifications, and for 
Gorgas Hospital, we will get—this amount includes the reimburse- 
ments from the Armed Forces. 

Mr. THomas. Yes. 

Mr. Nose. Total recovery, Canal Zone: 1955 for Gorgas, $2,082,- 
200: and for 1956, $2,277,100. 

For Coco Solo, $502,100 for 1955; $632,500 for 1956. 

Mr. THomas. What is the total operating deficit on the 2 hospitals 
for 1956, estimate, around $1.2 million? 

Mr. Nose. $1,705,000 for 1956. 

Mr. Tuomas. $1.7 million? 

Mr. Nose. Yes. 

Mr. THomas. Does that include any capital outlay? 

Mr. Nose. No; that includes the depreciation on our capital in- 
vestment. 

It also includes the cost of servicing our employees. We provide 
workmen’s compensation for injury cases. 

Mr. Tuomas. That would help to magnify the Government’s loss. 
Does that include any capital investment? 

Mr. Nose. Only depreciation; it does not include any capital 
expenditures. 

Mr. THomas. What capital expenditures will you have for these 
two hospitals? 

Mr. Nosue. On the capital program—I do not think we have very 
much. The Health Bureau equipment requirements for 1955 are 
$53,800. 

Mr. Tuomas. Does that go to these two hospitals or does it go to 
the insane hospital and lepersorium? 

Mr. Noste. It goes to all of them. 

General Srysoup. Most of it for the 

Mr. THomas (interposing). What is the per diem cost, per-day cost, 
per bed, to the patients? 

y Nose. About $19.50 was our last calculation, patient-cost 
per day. 

Mr. Tuomas. No, no; what does the patient pay? 

Mr. Nose. What does he pay? 

Mr. THomas. Yes. Your general overhead cost is about $20 per day 
per bed; that compares with the veterans and the rest of the hospitals, 
stateside. 

Mr. Bow. Is that comparable? 

Mr. THomas. Yes, exactly. So the patient must pay in the 
neighborhood of $12 per day, or $13? 

Mr. Nosue. This is the charge, of course, for civilians. The 
military pay nothing. 

The charge for the civilian patient is graduated according to the 
salary scale. 

Mr. Tuomas. Yes. 

Mr. Nosie. And it runs from a ward charge of $1 per day, up to 
$8 per day; and then private patients who come there who are not 
connected with the Government pay a base rate of $15 per day. 

General SzyBoutp. May I explain this $1 a day is a group of per- 
sonnel which have a salary of 50 cents an hour, or $86 per month. 
Generally speaking, they are receiving the local rate, non-United 
States-citizen rate. 
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The group 7, the $s per day, is to the Government agencies group— 
take group 6, for example, at $6 per day; that would be for the persons 
paid at $4 hourly or $700 per month. 

Mr. Tuomas. Your total cost is $4.6 million and a deficit of $1.7 
million, so that the patient pays, on an average, about 40 percent of 
the total cost per bed, per day; is that about right? 

General SrysBoup. Probably less. 

Mr. Nostez. It is a little hard to compare because there is a charge 
in addition to this daily rate, a charge for operations and for various 
laboratory services and facilities which are included in that average 
cost - $20 per day; so there would be a charge in addition to the 
rate o 

Mr. Tuomas. Well, give us your best estimate. What part of the 
cost, the total operating cost, is charged against the bed per day? 
If 40 percent is too high, what is the approximate figure; 30 percent, 
or 32 percent? 

fe Noste. I think it would be in that neighborhood. If you 
wis 

Mr. Tuomas. When you revise your remarks, give us a figure 
representing your best estimate. 

Mr. Nosue. Yes. 

(The information requested follows: ) 

Based on current experience with respect to the various types of medical 
services provided and the number of patients served by salary groups, it is esti- 


mated that, on the average, the medical rates charged to employees of the Federal 
Government and their dependents recover the following percentages of cost. 
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Mr. Preston. Any questions, Mr. Clevenger? 

Mr. Cievencer. No questions. 

Mr. Preston. Mr. Bow? 

Mr. Bow. No further-questions, Mr. Chairman. 

Mr. Horan. No questions. 

Mr. SHetiey. Let me ask you this question: Do the figures you are 
quoting only cover those cases for employees in the Canal Zone or their 
dependents; or hospitalization for nonemployment cases, or illnesses, 
not in the course of employment; is that correct? 

Mr. Nosxe. No; that is not exactly so. That is one of the prob- 
lems here; the cost of operating the hospital includes the care of the 
service-connected injuries, where there is no recovery; and increases, 
of course, the apparent deficit. 

Mr. Suetiey. Which they are entitled to under the compensation 
program? 

Mr. Nosis. That is correct. 

Mr. Tuomas. It makes it a little bit higher, however, to the person 
with the normal case of illness? 

Mr. Nostz. We do not figure that in as his cost; he is not expected 
to contribute to the hospitalization of persons in case of injury. 

Mr. Tuomas. It becomes a little further complicated then. 
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Mr. SHeviey. What.is that cost? 

Mr. Nosue. The gross cost to the hospital, covering the operation, 
whether it be the care of persons in there for illness or not 

Mr. Tuomas. A service-connected case, if he does not pay any- 
thing, certainly would increase the cost to the non-service-connected 
case. 

Mr. Nosue. That would not increase the cost, the unit cost. We 
would divide the total cost by the total patient day, regardless of 
whether they are service connected or not, to get the unit cost. Now, 
when we start talking about deficits, that is where it comes in; so the 
difference between the total cost, and the amount recovered, the 
deficit, would include the cost in the service-connected injuries. 

General Srynop. I think one way to look at it would be to take 
the difference in the recovery and the total cost, the cost to the 
company in the operation in foreign service, for these services to its 
employees. In other words, subsidize these employees with hospital 
care, and it also furnishes hospitalization to injured cases. 


GENERAL COST TO GOVERNMENT 


Mr. Tuomas. What is this other general cost to the Government 
that jumps from $714,700 to $1,367,000 in 1956? 

Mr. Nosue. That is explained on page 70. 

Mr. Tuomas. It provides for general management and administra- 
tive services, provided by the Panama Canal Company, expenses of 
recruitment and repatriation of its employees and other general and 
undistributed charges. 

Where is the breakdown on that? 

Mr. Nose. Page 70 of the justification. 

Mr. Tuomas. Well, that does not mean much. You have other 
general expenses here, portion of Company’s general administrative 
expenses, $750,000, which is a sizable increase over 1955, of $560,000. 
Recruitment and repatriation—— 

General StyBoup. That is a reduction. 

Mr. Tuomas. Death and disability compensation, cost of the home 
leave, which is a new item by virtue of legislation passed in the closing 
session of last year. 

General Sryspoup. Yes. 

Mr. Tuomas. How do you arrive at that figure of $500,000 on 
home leave? 

General Sryspotp. I think we can make some correction in that, 
Mr. Thomas. We recomputed these costs; at the time when this 
budget was formed, we had no pattern of the number of employees 
or how they were to be sent. 

We now have developed a program in which we can report to this 
committee. This amount of $500,000 can be reduced about $200,000 
by a greater use of the operation of our ship line. 

Mr. Tuomas. Pardon me, General, I did not get that last sentence. 
‘ General Srysotp. By a greater use of the operation of the ship 
ine. 

We have developed a better projected figure of cost on this home 
leave travel, based on the assumption of using ship lines and our 
plans are now to utilize the Panama Line, the cost of an individual on 
ship, plus rail from New York is less than the cost by air. That will 
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mean that we will send people to the northeast portion of the United 
States, and the second through the Midwest, by ships from Panama, 
and rail from New York to destination. The Southern States and 
California 

Mr. THomas. How many are you going to ship? 

General SryspoLp. We expect probably we will have about 1,795 
employees, 2,059 adults, and 1,146 children, or a total of 5,000 of 
—_— and Government personnel. 

F Saas May I interrupt to ask a question there? 

Mn Tuomas. Certainly. 

Mr. Miuuer. There was some discussion about that situation before 
another subcommittee, I recall. 

Mr. Horan. We had it in the last supplemental. 

Mr. Miuuer. We did discuss it. 

Mr. Horan. Yes. 

Mr. Mituer. Did you find out whether those charges were to be 
made on the basis of Government travel costs or general travel costs? 

General Srypotp. We have approached this from a somewhat 
different basis, Mr. Miller. And the answer to your question is 
probably neither. In the method in which we developed in this 
budget, we began with the fact, the assumption, that the travel would 
be about—we assumed a travel of about 5,000 official personnel and 
3,800 tariff passengers, which requires generally, 2% ships. 

Mr. Tuomas. What is your total employment? You have it set 
out in 2 or 3 different ways. You have 5,000 who are going to be en- 
titled to travel? 

General Srysoup. That includes 

Mr. Tuomas. Home leave? 

General Srysotp. That includes dependents in the total. 

Mr. Tuomas. It only applies to United States citizens in the first 
place, does it not? 

General Srysoup. That is right. 

Mr. TxHomas. What is the total number of employees who are 
uae States citizens? You have got a total rate here of the United 
States 

General Srynoup. Around 3,500. 

Mr. Noste. Do you have the exact figure there? 

General Srysoup. Yes; I have it here. 

Mr. Nose. This is for the Canal Zone Government. 

Mr. THomas. Yes. Where is that set out in the justifications? 

General Srysotp. I can get it for you. 

Mr. Tuomas. Is it set out in the justifications? 

General Srysotp. I believe not. 

Mr. Nostz. The committee print shows on page 178 the United 
States citizens using leave and travel. And we estimate that 650 
of those will take home leave and travel in 1956. 

Mr. Tuomas. What is the total United States citizens? 

General SryYBo.tp. 4,322. 

Mr. Tuomas. 4,322? 

General Srysoup. Yes. 

Mr. Noste. That includes the company. 

Mr. Tuomas. Let me see that. 

General Srysotp. 1,211. 

Mr. Tuomas. 1,211. 
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General SryBo.p. Yes. 

Mr. THomas. What about the company? 

Governor SEYBoLp. 3,111. 

Mr. Tuomas. So you have about 4,300 employees altogether? 

General Srysoup. Yes. 

Mr. Tuomas. Including their dependents, there will be 5,000 home 
this year? 

General SzysBoup. This being the first year, we feel that there 
will be a larger amount than in future years, because there are many 
down there who just have not had a chance to come back, and they 
will want to take advantage of it. 

Mr. THomas. How would you break that $500,000 down then? 

General SryBoLp. The $500,000? 

Mr. THomas. Yes. 

General SzyBoup. The cost to the Government would be for the 
employee; whether it would be charged to the empioyee and dependent; 
is that the breakdown you want? 

Mr. THomas. No. You have set out here an item of travel of 
$500,000. 

Mr. Bow. He said he could reduce that to $300,000. 

General Srysoup. $300,000; I think that was the figure. Our 
cost, of the $500,000 would be—one breakdown would be, of course 
the employees, the adult dependents, and the half-fare dependents. 
And this we are now estimating to be $459,632. 

Mr. Tuomas. Your first figure was $500,000. Now it is reduced 
to $300,000. 

General Szyspoup. Yes. And in addition to the $500,000 we had, 
as shown on page 62, an item of $176,000 which was previously fur- 
nished by the Company for reduced-rate travel. So that the total 
in the budget that is presented to the Company is $676,600, shown 
on page 63. For the use of the Panama Line, which we developed 
in the period from the time the budget was first presented until this 
date, our estimated cost to the Government for home-leave travel 
will be $459,632, so we now can reduce that. There is an excess of 
a in the amount of $676,600 as shown on page 63 of this 

udget. 
OTHER GENERAL GOVERNMENT EXPENSES 


Mr. Tuomas. What about this item of $750,000, increased from 
$560,000, for other General Government expenses? What is the 
breakdown on that? 

Mr. Nosuez. This is an allocation of the general administrative 
expenses of the Company. Both agencies operate with a single 
administrative force that services both the Company and the 
Government. 

Mr. Tuomas. Where is it broken down in your justifications? 

Mr. Nosus. The breakdown of the Company’s administrative ex- 
penses is shown in the committee print on page 200. Page 200 will 
show the gross figure of the Company’s general expenses, of which 
$750,000 are allocated to the Canal Zone Government for accounting 
purposes. That is, the Canal Zone Government should bear its share 
of the general corporate expenses of administering the program, and 
the allocation made in 1955 was too low and we are upping that. 
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Mr. Tuomas. Give us the breakdown of that, Mr. Noble. You 
are an oldtimer at this business. 

Mr. Nose. Yes, sir. On page 200 you will see that the gross 
general expenses—— 

Mr. Tuomas. Is there any breakdown in your justification? 

Mr. Nosue. I believe not in the justification. I believe there is 
some detail in the committee print. 

Mr. Tuomas. On page 200? 

Mr. Nosur. Yes. We show the details of the general expenses for 
the Company as a whole and then the portion allocated to the Canal 
Zone Government. 

Mr. Tuomas. You mean this is all administrative expenses? 

Mr. Nosue. It is more than administrative expenses. It is for 
salaries and for recruitment and repatriation, and home leave travel 
of the employees of the Panama Canal Company who service the 
Canal Zone Government activities. 

Mr. TaHomas. How many employees are involved? 

Mr. Nosue. The administrative expense group appearing at the 
top of that page in total would be the number, I guess, you are asking 
for. 

Mr. Tuomas. That is a pretty unsatisfactory way to present it to 
the committee, is it not? 

Mr. Nosue. It is a complicated setup and we have wrestled each 
year with the method of presentation; 545 employees are in the 
administrative expense group. 

Mr. Tuomas. What do they do? 

Mr. Nosue. They consist of our controller’s office, which provides 
the accounting, budgeting, and auditing services; the personnel 
bureau; the legal staff; the various administrative services that are 
common to all activities of this nature. 

Mr. Tuomas. I hope in the future you will break down these items 
and give us a complete itemization of them and keep your Company 
business separate from the Canal Zone business. 

Mr. Nostez. It is a little hard to do. 

Mr. Tuomas. If you have common services you certainly ought to 
be able to break them down and allocate a unit cost to each one. 
That will help you to know a little bit more about your own business 
and certainly will help this committee. 

Mr. Horan. Mr. Chairman, I wonder if he could tell us what 
percentage of these costs is assessed to the Government and what 
percentage to the Company. 

Mr. Nosuz. Ten percent to the Government. 

Mr. Horan. And 90 percent to the Company? 

Mr. Nosuer. Yes. As shown on page 200, the cost in the aggregate 
is $7.4 million and $750,000 is being assessed to the Canal Zone 
Government. 

CONTRACTUAL SERVICES 


Mr. Tuomas. What about this item for contractual services that 
jumps from $2,140,000 to $2,446,000? Where is that broken down? 

Mr. Nose. Our justifications are broken down in terms of activi- 
ties and not by objects of expenditures. 

The first increase is the $190,000 increase in the allocation of the 
administrative expenses from the Company. We consider that, as 
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far as the Government is concerned, a contractual service. So that 
$190,000 of that increase is the item we have just been talking about. 

Mr. Tuomas. We still do not know what it is for, do we? Do you 
know how you will allocate that money? 

Mr. Nose. Those are primarily the operational services furnished 
to the Government. The Company, for instance, does all the main- 
tenance of the hospital and school facilities. It provides motor 
vehicles for the use of the Canal Zone Government and provides 
electricity and water. 

Mr. THomas. What part of this $1.2 million goes for salaries and 
what part for supplies and materials? 

Mr. Nose. It is impossible to determine. It is a charge by the 
Company against the Government on a unit basis depending on 
service rendered for electricity, water, maintenance, and other 
services of that nature. 

MOTOR VEHICLES 


Mr. Tuomas. How many automobiles are you buying out of that 
fund? 

Mr. Nose. The automobiles being purchased in 1956 by the Com- 
pany are for replacement only except the fleet that will be needed if 
the railroad is abandoned. 

Mr. Tuomas. What is it for the Government separately from the 
Company? 

Mr. Nosie. The Government automotive equipment appears on 
page 206 of the committee print and shows they are purchasing 8 
vehicles in 1956, of which 2 are ambulances. The others are radio 
patrol cars and police cars which are owned by the Canal Zone Gov- 
ernment. Those are not purchased by the Company. 


UNIFORMS AND ALLOWANCES 


Mr. THomas. What are your uniforms and allowances going to 
cost you this year? 

Mr. Nosie. The total fringe benefits for 1956 for the Canal Zone 
Government are $158,000, of which probably one-half is for uniforms. 
| cannot put my hands on it. 

Mr. Tuomas. $75,000 or $80,000? 

Mr. Nosue. I believe so. We can furnish the committee with a 
more accurate figure. 

POSTAL SERVICE 


Mr. Tuomas. Let us look at your postal service. You are requesting 
$1,122,000 for 1956, a slight increase over 1955. What is your total 
employment in your postal service? 

Mr. Nosie. 107 employees. 

Mr. Tuomas. 107 employees? 

Mr. Nosie. Yes. 

Mr. Tuomas. And of course if you have the pay increase for the 
postal employees this appropriation will have to be increased to meet 
the increase? 

Mr. Nose. That is right. 

Mr. Preston. Since we have no other items to come before the 
committee but this item today, I would like to adjourn the committee 
how until 1 o’clock. 
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AFTERNOON SESSION 


Capita, Outtay, CanaAL ZONE GOVERNMENT 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





| 1954 actual | 1955 estimate | 1956 estimate 








DE ...cnti tintin adintiins ddnrpapengdntegavehasnatne’ $1, 415, 000 $1, 881, 000 
Unobligated balance transferred from ‘‘Operating expenses, 
Canal Zone Government,”’ pursuant to Public Law 453___}_...........-- h, Set wee Initiennae Sg 
Unebiignted balsas Growent forward... ...............20ccisli od ec a 60, 100 
Total available for obligation ...................--------|-------.------ 2, 544, 275 1, 941, 100 
Unobligated balance carried forward... .........-.........-..-]--.----------- a on 
Ces Ss seek. ie ee 2, 484, 175 1, 941, ‘100 
Comparative transfer from ‘‘Operating expenses, Canal Zone 
CI go wsics cine cmantecnt a aa ae a OF, 466 ON Tete bak 
alee 8. on spina nai tobasaebeetae 1,441,284 | 2, 484, 175 1, 941, 10) 








1955 estimate | 1956 estimate 


Description 




















1. Road and street replacements. ------.-.---.----------------- $240, 900 
2. Replacements, additions, and renew als of equipment-__-_-- 159, 800 
3. Additions and alterations to buildings for school activities _- 293, 000 
4. Additions and replacements to municipal systems-_-------- 88, 200 
&. Gewage Gimponal, Paseo eae. -....- 2222. esse 600, 000 
6. Sewage disposal, Atlantic side_.............----------.---- 260, 000 
7. Plans and specifications for combination schools activity 
building, including ROTC armory-------- 40, 000 
&. Fire sprinklers for Palo Seco Leprosarium. -- 30, 000 
©, ‘Se ee SI INE... 28 55s cohen ndcucksestasldmaccstdeaccssfuqnacsdatecadss 40, 000 
10. Rehabilitation of plumbing and wiring, Government 
NE ee aa ieee wekaaiudbibeemidelwadeshaekahedeloues ameanwena’ 46, 000 
11. Covered entranceways for schools----....-.---------------- 1, 400 30, 000 30, 000 
1S, Tene SONNE BE, CON CONRAN oii cn nctcnclesosncconncenslesosensnccenean 3, 200 
13. Investigations, studies, plans, and specifications for trans- 
isthmian highway within Canal Zone__.--.-.----.-:-.---|----------.--- 90, 000 90, 000 
14, Minor capital additions and replacements. -----...--..----].------------- 20, 000 20, 000 
15. Housing replacement program... ....-..----------------- 1, 088, 864 Gra vee 12.6.c022...... 
16. Nonrecurring construction (prior year) ........-.---------- 135, 638 5 err 
Taken OE ois ok bi ee ean esis he 1, 441, 284 2, 484, 175 1, 941, 10 
Obligations by objects 
Object classification | 1954 actual | 1955 estimate | 1956 estimate 
CT CUleer cUmtPRtns GONG. on ei te etl ce $301, 855 $736, 200 $340, 100 
Og I ec cc natikee tics tomes ty ennttethsdtagatépant 106, 484 187, 800 169, 800 
SD ES Eas ceed chameus feetabnaan hap 1, 032, 945 1, 560, 175 1, 431, 20 
Webel eee i es «5. Fis bas cvncin atiucktatawee kn 1, 441, 284 2, 484, 175 1, 941, 10 
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Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


} 
Obligated balance brought forward Oe i fl $357,036 
Obligations transferred from ‘‘ Operating expenses, Canal Zone | 
Government,” pursuant to Publie Law 453_.____- estosigns — $972, 861 |.__. 
Obligations incurred during the year fas ----| 2, 484, 175 | 1 941, 100 
__..| 3, 457,036 "2, 208, 136 
Obligated balance carried forward ta a —357.036 | — 388, 136 





Total expenditures... _____._..___.___-- See Ls ; 3, 100, 000 1, 910, 000 


Expenditures are distributed as follows: 
Out of current authorizations blecintl po cedawal 1, 093, 326 | 1, 580, 000 
Out of prior authorizations = = | 2, 006, 674 330, 000 





Mr. Preston. The committee will come to order. 

Mr. Tuomas. I notice here under the city government you want 
8 passenger vehicles and $1,881,000 against $1,415,000 for 1955 
fiscal year for capital outlay. 

What is your unexpended balance for capital outlay, if any? Is 
the figure $357,036 correct? 

Mr. Nosue. The unobligated balance carried forward into 1956 is 
$60,100, Mr. Chairman, in the budget estimate. 

Mr. Tuomas. I am reading here and it says, “Balance brought for- 
ward, $357,036.” 

Is $60,000 the correct figure? 

Mr. Nosue. Yes. 

Mr. THomas. How many automobiles do you have altogether? 
You want eight for replacement, I take it. How many do you have 
altogether? 

Mr. Nose. Thirty-four. 

Mr. Tuomas. Including the eight? 

Mr. Nosue. Yes. 
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ROAD AND STREET REPLACEMENT 


Mr. Tuomas. What is this $1,881,600 for besides automobiles? 
You have road and street replacement, $240,900. 

Mr. Nosuex. Correct. 

Mr. Tuomas. Additions and alterations to buildings, $159,000. 
You have two or three new items in here that you did not have last 
year. You have a request in here for a fire sprinkler system. 

General Sysop. $30,000 for the fire sprinkler and $40,000 for 
plans and specifications for a combination activity building, including 
an ROTC armory. 

Mr. Tuomas. Plans and specifications for an ROTC building, 
$40,000. How big will it be? 

General SzyBo.p. I do not have the exact dimensions, but it will 
take care of the ROTC unit for the Balboa High School. It will also 
furnish other facilities for the glee club, the band and the dramatic 
arts theater. 

Mr. Tuomas. You have $40,000 set up here for an investigation of 
projects to be constructed in the future. 
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General Srysoup. That is right. We have been somewhat handi- 
capped by the engineering unit not having advance funds with which 
to prepare plans and specifications for the development of a presenta- 
tion in the budget. We have found that if we had had such money 
in the past possibly some of the engineering we have done under a 
project would have been obviated and money saved. 

Mr. Tuomas. Your biggest item is sewage disposal on the Atlantic 
side, $600,000. 

General SryBo.p. Yes. 

Mr. Tuomas. Will this be a replacement or something new? 

General Srysoutp. A combination of both. We have a sewage 
problem on both sides of the Canal Zone. We have had a project 
underway on the Atlantic side for several years. This is the beginning 
of the one on the Pacific side. Unfortunately the justification talks of 
the sewage problem of the city of Panama. Do not pay any attention 
to that. We have now developed a sewage disposal program for the 
Pacific side which has been developed by some of our consultants. 
We have reduced the costs quite a bit from the original plan. It is 
necessary. 

Mr. Toomas. What are you doing now for a system? 

General Seysotp. It all dumps directly into the canal without 
treatment, and it is becoming a problem. 

Mr. Tuomas. What about your additions and alterations to build- 
ings, $293,000? Are they all school buildings? 

General Styspoutp. This project provides for the alterations to the 
Diablo Heights Elementary School and gymnasium to permit the 
addition of junior high school classes, and also the remodeling of 
buildings in Pedro Miguel for Latin-American school activities. 

Mr. THomas. What is the nature of the construction? 

General SryBotp. Frame, except for two buildings in Pedro Miguel. 

Mr. Tuomas. All frame? 

General SryBotp. Yes. These are alterations to existing struc- 
tures. 

Mr. Tuomas. How old are the buildings you are altering? 

General SryBoup. The ones in Diablo Heights are 10 to 15 years. 
The ones in Pedro Miguel are older. There are two of those buildings 
that are concrete. 


STATUS OF HOUSING PROGRAM 


Mr. Tuomas. You do not have a recurring item in here for housing, 
but you had last year $973,783. How is your housing program doing? 

General Srysotp. The housing program will be completed with 
the construction of three executive type houses which are still laid 
on in the 1955 program, and also a service center for the local rate 
people. 

Mr. Tuomas. How many housing units do you own? 

General Sryspotp. We operate 2,610 United States rate family 
quarters and 685 bachelor quarters. 

Mr. Tuomas. United States rate? 

General Srysoup. Yes. Local rate family quarters, 2,382. Bache- 
lor quarters, 1,273. 
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Mr. THomas. We are in the housing business down there, are we 
not? 

What amount of subsidy goes into the United States rate and the 
local rate on these units? 

General Szyspotp. No subsidy in the United States rate. The 
local housing, the local rate housing, is budgeted at a loss of $283,300 
for 1956. In 1955 we budgeted a loss of $285,300, which will be re- 
duced to around $140,000 for 1955, so our total loss for 1955 would be 
about $140,000. 

Mr. THomas. What elements go to make up your loss? 

General SryBoxp. It is just because we furnish the quarters to the 
noncitizen local rate employee at less than the total cost. Our cost 
includes depreciation and all the other costs of operation? 

Mr. THomas. And interest? 

General S—yBotp. No. 

Mr. THomas. No? 

Mr. Nostz. There is no interest in the local rate. 

Mr. THomas. And the citizens have no subsidy? 

Mr. Nosue. That is right. 

Mr. THomas. What rent do you get for an average 2-bedroom 
family apartment? 

General SryBotp. It might be interesting to show you this picture. 
This one rents for $80 [showing picture]. 

Mr. THomas. Would you say that is the average? 

General SryBoup. I would say that it is, or a little less. 

Mr. Tuomas. Are these dwellings or apartments? 

General SzyBotp. They are single and double housing. 

Mr. THomas. Does that include utility costs? 

General SeysBoutp. We furnish water. 

Mr. Tuomas. No heat and light? 

General SrysBo.p.. They pay for their own power. This picture is 
a duplex. One side would be about $78. 

Mr. SHetuey. When was this built, this apartment in the picture? 

General SryBoup. Within the last 2 years. 

Mr. SHettey. How many such type family dwellings do you have, 
of the number of units that you mentioned a while ago? 

General Spysoutp. I think that our total new program comes 
around 700 units. 

Mr. SHeviey. 700 completed and occupied? 

General SryBoup. Yes. 

Mr, SHetuey. Do you have any picture of what the balance of 267 
look like? 

General SeyBoxtp. Our rentals cover quite an area. For the 
United States rate, they vary from $16.72 to $126. We only have 
these units, two of these units, that we charge $126 for and we have 
only 8 of the other units that we charge over $100 for. 

Mr. SHetutey. What part of this housing under the proposed 
treaty will be turned over to the Government without cost? 

General SzyBotp. There are about 200 family units now occupied. 

Mr. Suetiey. By natives or Americans? 

General SkyBotp. I am speaking only of the Americans in Colon. 


We have 30 local rate families living in our housing in Colon. 
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Panama Canat Company 


Amounts available for general and administrative expenses 





1954 actual | 1955 estimate | 1956 estimate 





Rien ibaRind) OF COUR ie oko oie én sain ope eictinicnin<pnaens $3, 684, 000 $3, 589, 000 $3, 850, 000 
Revenues not included in limitation._.......-.-.-....-.-..-. * 73, 366 67, 000 68, 80) 
Unobligated balance, not available for subsequent use- - -----.- WER VED Yoo es clit ods eo ee 

Total general and administrative expenses incurred ------ 3, 630, 638 3, 656, 000 | 3, 918, 80) 




















Description 1954 actual | 1955 estimate | 1956 estimate 
1, I oO ini on inns c sic nkcincnsssetans $440, 400 $444, 300 
2. Comptroller’s office and staff..........................-..- 1, 914, 300 1, 910, 8% 
S. Personal DUP. q... . deb segs bas eper~ ase te eee sbacenestes 508, 542, 900 546, 400 
i) SI I oon nn wi atiids cinummadannwgasonanney 280, 800 258, 000 
5. Secretary’s office, Washington, D, C_-.-.---..------------ 79, 400 79, 700 
©. CORRRDRIET DOIIRIIIE. 5. anced en ccew enn ccenssenesowan 162, 300 184, 6) 
cS enictibmenkdebhnynddennebenaeceiaaell 20, 000 20, 00 
&. Comaultarite and ad vinegs...n.- - 2222 - - 5 pain tnenoceneecee 40, 900 110, 0) 
9. General Accounting Office audit. -_-.........-.-.---.------- 175, 000 175, 00) 
WO. SECM SORT, EUG TW FO ois cisiccnticnnnwoccssecevasseylecssnneccecangl th bitate-aiee 190, 000 
Total general and administrative expenses incurred 3, 656, 000 3, 918, 80) 
General and administrative expenses by objects 
Object classification 1954 actual | 1955 estimate | 1956 estimate 
UNITED STATES AND HAITI 
Total number of permanent positions: 
NS ee a nn eee 525 522 518 
POR TID «nib ene gorse yh 4 Rah 28 Fore hb = ener seman 8 8 § 
Full-time equivalent of all other positions: United States rate__- 29 28 B 
Average number of all employees* 
EE Fai ecnanatinse nese sntabdesonteenes-ainder 546 549 i 
TONE Wat Std. thee be ical coded ddaiieenadddee 8 8 j 
Number of employees at end of year: 
RD MIND i ids ns nip ditep bonnie -eencmengenaeis 542 542 2 
SR deh edb bp hadattnkhntabnbbnin <aihdug ep ab bdibub= 8 8 ‘ 
Average salaries and grades 
General schedule andi United States rate: 
ED xc cha baeds Cee G ening wenchnccknrierbeuhe $4, 179 $4, 318 $4, 
I i acai Cone aa ch hieats aint Gen abinoata GS-5.8 GS8-5.8 GS-i! 
Ungraded positions: Average salary: 
SORE ONE TO oie onde ckanasiesdehedcseseosiuds $3, 865 $3, 883 $3, 8 
01 Personal services: 
Permanent positions: J 
SL IR Acincntccenctamouguadanicwabas: $2, 014, 482 $2, 074, a4 $2, 064, 375 
DD scien bakkticensdatioanecostibinstiatiniees 12, 587 12,7 12, 70 
Positions other than permanent: United States rate. _. 114, 907 110, 700 110, 7 
— pay in excess of 52-week base: United States 2812 ants 2M 
POSE SY Se 9068 OS CNOA SESE SEEPS OEE ERE a Gee Soe ’ “ 
suamd above basic rates: United States rate.......- 694, 374 695, 000 695, 00 
Excess of annual leave earned over leave taken: 
Umno Gm Gs 5 dct og sin ict gti gash ipetestnode BD Amncbduncusabdcteerahboaean 
Total personal services: 
United a. Beasep Ee ee 2, 839, 828 2, 882, 825 2, 872, 915 
RAMOS oe Leek bot Se Abe 12, 587 12, 700 12, 70 
Deduct partion a chargeable to limitation..........- 2, 799, 591 2, 835, 825 2, 825, 673 
Net personal services..............-----.--------- 52, 824 59, 700 60, 0 
OBE sent 2 be MARRS? RD Fa? ae 1, 913 3, 200 3, a 
03 Transportation of things....................---..--------- 1, 694 200 a 
04 Communication services.................-.---..------.--- 3, 677 4, 200 4, 
05 Rents and utility services......................-...-...... 5, 843 5, 900 5, 0 
06 Printing and reproduction.................---.----------- 143 200 au 
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General and administrative expenses by objects—Continued 


| 
Object classification | 1954 actual | 1955 estimate | 1956 estimate 


UNITED STATES AND HAITI—continued 


Other contractual services 

Supplies and materials 

Equipment 

Grants, subsidies, and contributions -___............__-- e 
Taxes and assessments 


Total United States and Haiti 


ISTHMUS 


Total number of permanent positions: 
Ti BO Be oan pce gucvenne a ee ee 
Military rate 6 
Local rate 8, 021 
Full-time equivalent of all other positions: 
United States rate 19 


2, 046 
Average number of all employees: 
United States rate 2, 691 | 
Military rate 


6 
10, 067 

Number of employees at end of year: 
United States rate 2, 660 


10, 524 





Average salaries and grades: 
General schedule grades, United States rate: 


Average grade 
Ungraded positions: Average salary: 
United States rate 


01 Personal services: _ 
Permanent positions: 
United States rate 


10, oor. 311 
Positions other than pa 
United States rate i ; 761, 594 


2, 618, 553 2, 607, 911 2, 850, 345 


112, 089 109, 163 90, 438 
Parmeed above basic rates: 
United States rate ; 734, 882 999, 958 
532, 86 674, 232 711, 023 
Excess of annual leave earned over leave taken: 
United States rate 


Deduct excess of annual leave taken over leave earned: 
United States rate 
Local rate 


Total personal services: | 
United States rate 17, 103, 481 17, 826, 467 18, 440, 076 
59, 151 66, 886 | 67, 186 
13, 291, 562 13, 570, 333 13, 571, 467 
27, 903, 645 28, 874, 586 | 29, 542, 429 


Net personal services . 2, 550, 549 2, 589, 100 | 2, 536, 300 
Travel a 48, 927 59, 200 | 248, 400 
109, 346 132, 100 | 164, 100 
Cc ommunication services 37, 840 34, 900 35, 100 
Rents and utility services 131, 534 129, 800 | 130, 200 
Printing and reproduction 74, 707 74, 900 83, 900 
Other contractual services 182, 158 209, 000 

General Accounting Office audit 175, 000 7 175, 000 
General and administrative expenses in United | 

States 71, 685 79, 700 

08 Supplies and materials 57, 775 5 46, 200 

Equipment | 38, 318 47, 500 

; Grants, ee and contributions 149, 399 160, j 
3, 


Total general and administrative expenses incurred , 630, 3, 918, 800 
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PERSONNEL 


Mr. Tuomas. Let us take a look at the Company’s operation, 
What is the total number of employees that you have? You want 
$3,918,000 against $3,656,000 or an increase in the neighborhood of 
$275,000. at is yout total employment now under the Company? 

General SryBo.p. Total, United States rate, full time for the zone, 
2,573. There is in addition 452 United States rate in the United 
States, or a grand total for the Panama Canal Company of 3,025. 

Mr. Tuomas. Are all these citizens? What part are citizens and 
what part are not? 

General SryBoup. The 3,025 are all citizens. 

Mr. Toomas. What is your noncitizen number? 

General Srysotp. For the Canal Company, on the Canal Zone, 
9,198, and there are only 6,000 outside the zone. 

Mr. Tuomas. You want 15 passenger motor vehicles. Would that 
be the total? 

General Szysoup. Those are replacements. 

Mr. Tuomas. What makes up your total? 

Mr. Noste. Eighty. 

General SryBotp. In our program of changing from the railroad to 
the highway we need 13 more passenger-carrying vehicles, buses. 

Mr. Tuomas. In addition to what you now have, the 80? 

General SrysBoup. That is right. 

Mr. Tuomas. Now, let us take a quick look at your $3,980,000. 
You want $444,300 for the President’s office and. staff. How many 
employees do you have there? 

General SryBoutp. The President’s office has 39, United States rate, 
and 1, local rate. 

Mr. Tuomas. You are not going to pay 39 people $444,300. Where 
is the rest of it? 

Mr. Nose. Your figure there is the total administrative office. 

Mr. Tuomas. I am reading from the committee print, page 184. | 
am looking at the President’s office and staff, an increase of about 
$3,900 over last year. How many employees would there be and what 
will they do? 

General SrysBoup. I would like to present this later. 

Mr. Tuomas. How many people do you have in your office, General? 
Is the first figure correct, 39? 

General Sryspoup. I think it is 48. The Office of the Secretary is 
included in that. 

Mr. Tuomas. Do you mean in your immediate office there are 48 
people? 

General Sryso.p. In the immediate office there are only 2. 

Mr. Tuomas. Then in the Office of the Secretary there are 46. 

How many are there in the Legal Division? 

General Srysoup. Nine. 

Mr. Tuomas. How many do you have in your personnel division? 

General Srysoup. Sixty-eight, plus 23 at the local rate. 

Mr. Tuomas. That is 91. You are taking care of a total employ- 
ment of how many? 

General SryBotp. 14,700. 

Mr. Tuomas. My figures do not show that. My figures show 
12,200. 


I 
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Mr. Nosux.. That is Government employees. © = - «.» 

Mr. Tuomas. What about your Government employees? Do you 
have a personnel setup for them? 

General SzyBoup. This personnel group handles them. 

Mr. Tuomas. Your cant staff handles them? 

General SrysBoup. Yes. 

Mr. THomas. 14,000? 

General SrysBoup. Total United States and local rate. 

Mr. Tuomas. Does that stay within the statutory limitation of 
about 125 employees per 1 personnel employee? 

General SryBoup. We are under that. 

Mr. THomas. Not if you figure the way I do. You have 83 
employees to take care of 14,000 people. 

Mr. Nosue. Our central labor office services the entire isthmus 
for the local rate employees. We do the personnel work for the Army 
and the Navy in the central labor recruitment of local rate employees. 

Mr. Tuomas. For the armed services? 

Mr. Nosue, That is correct, 

Mr. Tuomas. Do they reimburse you for that? 

Mr. Noss. They do. 

Mr. Tuomas. How much? 

Mr. Nosue. The recoveries are around $60,000 a year. 

Mr. THomas. That would make your available honda instead of 
being $546,000 for personnel work around $610,000. 

Mr. Nose. The $546,000 is the gross figure. 

Mr, Tuomas, It includes the reimbursements? 

Mr. Nosts. Yes. 

Mr. Tuomas. What about your comptroller’s cost here? 

Mr. Nosue. $1,900,000. 

Mr. THomas. How many employees do you have? 

Mr. Nosug. That covers 251 United States rate employees and 15 
local rate employees. 

Mr. Tuomas. What are their duties? 

Mr. Nostz. I might mention briefly the various organization units 
in the Comptroller’s Office. 

We have a budget branch that prepares the consolidated budget 
and reviews the budgets prepared by the operating divisions and 
— up justifications and administers the allotments throughout 
the year. 

We have a staff known as the rate staff whose job it is to make 
continuing cost studies. 

Mr. Tuomas. Of what? 

Mr. Nosue. Of all the various services for which rates are charged. 

Mr. TuHomas. What are they? 

Mr. Noste. Electricity, water, automobiles, railroad, steamship 
line, and so forth. 

Mr. Tuomas. It does not cover toll charges? 

Mr. Nosueg. No, sir. 

Mr. Toomas. How many employees do you have doing the study? 

Mr. Nosie. We have eight people in that organization. 

Then we have an accounting systems staff that has been working 
on a complete reorganization of the accounting system. 

Mr. Tuomas. Does the General Accounting Office take a look at 
your system every now and then? 
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Mr. Nose. They*do, indeed: "We have’a comprehensive audit 
by the audit division. They send about 12 men down there for 6 
months of the year reviewing our accounts. 

Mr. Tuomas. Do you make up the payrolls in your office? 

Mr. Nosue. They are made up in the Office of the Comptroller, 
Our payroll branch includes about 66 people. 

ets THomas. What is your monthly disbursement out of that 
office? 

Mr. Nosue. The disbursements run about $5 million a month, 
gross expenditures. 

Mr. Tuomas. How many vouchers do you issue a month? 

Mr. Nosue. We pay both on the isthmus and in New York. On 
the isthmus I would imagine that we would have about 1,000 vouchers 
a month. We have more than that in New York. The procurement 
stateside is handled in New York. That will run close to 3,000. 

Mr. THomas. Who pays this entire personnel load of 14,000? 

Mr. Nose. The personnel is a part of our general administrative 
expense which is a part of the expense of the company, and is included 
in your rate structure. 

r. THomas. Does the city government pay theirs, or do you? 

Mr. Nosue. The city government pays it. That was the estimate 
of $750,000 that you were inquiring about this morning. The Comp- 
troller’s cost is included in that $750,000. 

Mr. Tuomas. Why do you assess them $750,000 if they do their 
own paying? 

Mr. Nose. They do not. We do the entire paying on the isthmus. 

Mr. Tuomas. You do the paying for the city? 

Mr. Nosue. That is correct. We do the entire administrative and 
financial operation. 

Mr. Tuomas. At this point in the record will you break that down 
into categories, by the Company and the Government, dollarwise, 
showing a justification of the $80 million? 

Mr. Nosue. That appears in a schedule here of source and applica- 
tion of funds on the Company side of the budget on page 189 of the 
committee print. 

REVENUES AND EXPENDITURES 


Mr. Tuomas. I will read one paragraph that is perhaps the clearest 
of them all, appearing on page 187 of the print: 

Funds to be applied to acquisition of assets in 1956 amount to $134,000 for 
electric accounting machines, and so forth. Other expenditures amount to 
$26,511,619 in 1956, or about one and five-tenths million over those of 1955, 
which was $1 million. This compares with $24,533,055. 

That is on acquisition of assets. What is your total assets figure in 
a clear-cut statement? 

Mr. Nosue. I do not think the receipts are summarized in 4 
narrative statement as such, but on page 189 the funds provided 
show that the canal and the large maritime operations will provide in 
1956 $43 million, and our supporting operations will provide $36 
million, and then there will be miscellaneous recoveries of $900,000, 
or a total of $80,835,000 that will be received by the corporation. 

Mr. Tuomas. You mean $89,305,000, do you not? 

Mr. Noste. No, sir. It appears at the bottom of page under 
funds provided, $80,835,000. 

Mr. THomas. You had better put that into tables so that we can 
understand. 
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Mr. Nose. The funds applied will be $89 million, and $80 million 
will come from revenues. 

Mr. Tomas. Will you follow this request: At this point in the 
record set out a table showing the source and the amount of all revenue 
for the Government and the Corporation, whether from housing, 
electricity, hospitals, tolls, and so forth, and then give a second table 
showing your disbursements by the Company and the Corporation, 
and in whatever categories you wish, and do this for 1954, 1955, and 
1956? 

General SryBoutp. And what does the Congressman mean by 
disbursements? 

Mr. THomas. What you spend. That includes your interest 
charges that you put into the Treasury, and so forth, and any amor- 
tization of capital outlay, and then for the fiscal years 1955 and 1956 
we can see what the balance column will show. In 1955 you will show 
a net increase of about $500,000, and what do you anticipate in 1956? 

General Sryspoup. A loss. 

Mr. Tuomas. You will show a gain under your system of bookkeep- 
ing this year of $500,000. 

General SrysBoxp. It is still somewhat conjectural for 1955. I do 
not think it is going to be that. 

Mr. THomas. Your justification sets out $200,000. 

General SryBoup. Our justification was a loss of $300,000 for 1955. 
In 1956, of course, there is a much larger loss. 

(The information requested is as follows:) 


ACTUAL FISCAL YEAR 1954 


Expenses 


| Revenue 


Canal operations 

Other maritime operations 
Employee services 

Transportation and utility services 
Other supporting services , 261, 
Canal Zone Government 3, 601, 077 | 
i, are ae i 
Other general revenue and expense 85, 529 


90, 081, 783 | 
ESTIMATE FISCAL YEAR 1955 


$38, 104, 500 
6, 217, 500 
26, 259, 000 


Canal operations 

Other maritime operations 
Employee services 

Transportation and utility services 
Other supporting services 

Canal Zone Government 

Interest 








ESTIMATE FISCAL YEAR 1956 


| 
Canal operations 
Other maritime operations 
Employee services 
Transportation and utility services... ....-...--..------------ 
Other supporting services 
Canal Zone Government 
Interest 


| 


(ineluding 
depreciation) 


$15, 801, 915 
5, 014, 600 
26, 192, 361 
8, 102, 656 
2, 952, 587 
13, 967, 156 
8, 847, 255 


5, 043, 243 | 
85, 921, 773 | 


$16, 815, 300 
5, 311, 400 
25, 080, 200 
8. 208, 500 
2, 587, 700 
14, 697, 600 
9, 037, 900 
6, 234, 200 


87,728,100 | 87, 972, 800 | 
{ 





$24, 263, 841 
1, 518, 020 

1, 437, 365 
802, 915 

308, 917 
—10, 366, 079 
—8, 847, 255 
—4, 957, 714 


4, 160, 010 
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HOUSING 


Mr. Tuomas. There have been several inquiries about the railroad 
and several other items. If I may, I would like to pass that part and 
Mr. Shelley may now ask some questions. 

Mr. SHetuey. I would like to come back to the question I was 
asking a while ago about the housing picture. I asked if there was a 
picture of some of the other houses that was not included in the 
housing book. 

General SryBotp. We have completely cleaned. house of any of the 
old houses that were built prior to 1914 with the exception of about 
two, one of which is mine. They are quite attractive to the personnel 
that are in the lower paid groups. We have gotten rid of all of those 
older houses that the Congressman has been speaking of. 

Mr. SHELLEY. How many of the type shown in the picture that you 
presented a while ago have been built? 

General Srysotp. I would have to get that specific figure and 
insert it. 

Mr. SHetuey. At this point I would like to ask that figure be sup- 
plied for the record—how many houses of the type shown in the 
picture presented by the Governor have been built, when they were 
built, and are they now available for occupancy by the employees? 
I understand that they run about $80 a month rental. 

General SryBo tp. Sixty to eighty dollars. I can give you some of 
that in detail right now. 

In the fiscal year 1951 we built 77 units. In the fiscal year 1952, 
245. In the fiscal year 1953, 192. In the fiscal year 1954, 18. 
They are not exactly duplexes. They run from 2 to 3 bedrooms 
and some are the California type built on the ground. We can add 
them up quite quickly now if you are to have the figure. 

Mr. Mituzr. Can you tell us where they are? Are they mostly 
together or scattered? 

General Srysoup. There have been several groups built, one at 
Ancon. Then we are just completing the group on Balboa Flats. 
We have built a group of around 100 at Diablo Heights. . There have 
been very few built at Gatun and approximately 180 at Margarita. 
Los Rios is a new town. There are 168 units built there. 

Mr. Miter. I suppose that you selected locations that would be 
nearest the job for the personnel? 

General Donte’ Mostly where we had the water, the sewers, 
and the street lines. We utilized the old sites as much as possible. 
Of course, the entire Pacific side is one community and we are not 
scattering them up and down the railroad line as was done years 
before. We are gradually brining them in and centralizing all of 
our community services into one place as best we can with the plant 
that we still have. 

To go on with this, we have built a total of 422 local rate units of 
which 244 were built at Paraiso and the remaining at Rainbow City 
on the Atlantic side. 

Mr. SHELLEY. Is this building program still going on? 

General SrysBo.p. It has been completed. We have not completed 


the proposed executive-type houses, and we yet have to build five 
houses, a replacement of units that we received from the Army. 
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Mr. SHevuey. The reason I asked is because I was down there 2 
years ago and there was an issue made of that. I visited a few new 
ones at Margarita. There were some open 2 years ago in March 
when I was down there. I saw some of those in Colon. I was not 
one who would care particularly to live in them. 

General SeysBoup. The ones at Margarita or the ones at Colon? 

Mr. SHELLEY. The ones at Colon. 

General SryBo.p. The ones at Colon are the old-type houses. Un- 
fortunately, they were situated right on the waterfront and were 
badly beaten up. We have known for some time this was in the 
offing. We have deliberately reduced maintenance on some of those. 

Mr. SHELLEY. What rental is being charged on those? 

General SryBoup. It varies. It is much less than for the newer 
houses at Margarita. 

Mr. SHELLEY. Approximately. 

General SryBotp. Between $40 and $50. 

Mr. SHELLEY. Was the rental to the occupants raised 2% to 3 
years ago? 

General SeyBoup. Yes, in order to comply with a directive of the 
Bureau of the Budget. That is probably the time that you had in 
mind when there was quite a bit of complaint. This year we were 
able to reduce rents. e gave a discount of 7 percent due to the 
fact of some of the methods of maintenance that we have put in, and 
we = still come out meeting the requirement of the Bureau of the 
Budget. 

Mr. SHetiuey. How much was the rental raised? 

General Srysoup. It varied. 

Mr. SHELLEY. Give an average percent. 

General SryBoup. Fifty percent. Some were raised much more 
than that, but the raise in dollars was not so much. 


BASIS FOR COMPUTING COSTS 


Mr. SHretuey. In making up your cost down there, how did you 
set up your system for the cost to the company? Do you take your 
canal operations and keep that separately, or do you put all of your 
other costs, administrative, commissary employees, and everything, 
into the one system? 

Mr. Nosize. We keep what we call activity accounts. We keep 
our accounts in terms of individual activities. For instance, the 
power system would be an activity. Against those we charge all 
direct costs, the labor, the eee the supplies and expenses, de- 
preciation involved in the activity. When that activity services 
another activity of the company or the Government, it makes a 
charge for its services against that activity; for instance, the elec- 
trict system serving the water system and charges for the power 
consumed. 

We do not include in our assessment of direct costs any of these 
general expenses such as interest and the repayment of net costs of 
the Canal Zone Government and any other general corporate ex- 
penses. In setting rates and in setting prices, we add a factor over 
and above the direct divisional cost, but only to recover an appro- 
priate share of such indirect costs. 
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. nex SHELLEY. What is the main source of revenue to the Cana] 
one? 

Mr. Nose. Canal tolls. 

Mr. Suetuey. In setting your rate for tolls, what factors are in- 
cluded in arriving at what that toll should be? 

General SryBoxp. I think that you will have to look at it differently, 
We have not set the rates. We have the old rates and we have been 
able to operate the Company/Government within those rates. If 
conditions remain as they are, and if the Company/Government can, 
as it has in the past, meet all its requirements within this present toll 
rate, and it has been shown these toll rates are not such that they need 
adjustment downward, as appeared at the time, if all conditions 
remain I would presume there would be no change attempted in the 
toll rates. 

If the conditions are such that the Company/Government produces 
large deficits we would have to increase the toll rate. How much 
that would be would be determined after a very thorough study of 
predicted conditions of volume and cost. 

Mr. SHetiey. I would gather from what you say that your main 
source of income for operating the corporation is the toll on vessels 
transiting the canal. 

General Srysotp. That is right. 

Mr. SHetiry. Now, you have not set the tolls. The toll was set. 

General SrysBotp. Yes. 

Mr. SHetiey. What factors would you take into consideration as 
costs to be borne by tolls in the event you were confronted with the 
problem of modifying the tolls? 

General Srysotp. The cost of operation of the Company. 

Mr. SuHetiey. Can you give me some idea of what they are. 
Enumerate the items. I am trying to find out what goes into the 
toll. I am laying my cards right out on the table here. I come from 
San Francisco, and you have had letters from me on this subject, 
where there is quite a bit of worry—whether it is based on anything or 
not—by some of the steamship operators on the possibility of an in- 
crease in the tolls on the canal. This has been a subject that they 
have been fighting for some time. I am deluged with material from 
them. I think they had some long conferences with you last fall. | 
made an arrangement with you for Mr. Mayer to go down and work 
with you on this thing and I think that he had a very satisfactory 
visit with you down there. They still maintain that they feel a great 
deal of the costs that are not directly related to the operation of the 
canal are thrown in to justify a toll rate, and that is what I am trying 
to find out now. 

General Srysoup. At the present time, as we understand the law, 
the Company is supposed to recover all of its operational cost plus 
interest plus depreciation. If the operations, including the supporting 
operations and tolls, services to ships, and so forth, do not equal that, 
then we should, by direct leave of the Congress and under the lav, 
raise tolls, because it is the objective of the Company to be self- 
supporting. 

Whether or not, Mr. Congressman, the matter of tolls should be 
just charged against specific portions of the operation is somewhat 
contrary to the present authorization of the Company and its setup. 
Of course it is supposed to recover all costs, and in determining those 
costs I think these folks out there feel that not enough credit has beet 
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iven the defense features of the canal, what the canal means to the 

United States in its defense features. Management has not any 
estimate of that, nor do I think it should or could. That matter 
would have to be determined by a committee of the Congress after 
hearing the entire story. 

There is another thought in this, and that is that all the other oper- 
ations, whether it is the commissary or sailing the ships or anything of 
that sort, are there only for one purpose, supporting the transit of 
ships. 

if you cannot raise prices enough to make any activity self-support- 
ing—and in a large across-the-board operation like this it is under- 
standable that in certain activities the volume will not sustain them 
at a reasonable price—they would have to be subsidized in some way, 
maybe by an appropriation from the Congress; I do not know. But 
if those supporting activities are determined to be there only for the 
canal, then the Corporation as a whole should handle that. 

I think the big point in the minds of the people of San Francisco— 
and some of them have discussed this with me—is whether or not there 
has been sufficient cognizance taken in the financial setup of the de- 
fense features of the canal. 

Mr. SuHetiey. That is all. 

Mr. Tuomas. Mr. Flood. 

Mr. Fioop. I would like to talk for a minute on this very same 
thing, General. The shipping industry in San Francisco and on the 
Pacific coast are very fortunate in having as their advocate the 
distinguished gentleman from California, Mr. Shelley, who has just 
addressed you. However, since I live in the coalfields, I am interested 
only as a Member of Congress at this point in the people who are 
working in the zone. As between the raising of the tolls and the 
welfare of the shipping companies and any added cost, if it is only 
one penny, to the living expenses of the people who work there, I am 
concerned about the welfare of those people who live there. If this 
raises a defense question and an allocation by degree of the defense 
responsibility, I think this subcommittee should talk about that too, 
but I do not want these little people working down there assuming 
any more burden of living costs than they are now assuming under 
any circumstances for any reason—good, bad, logical, or indifferent. 

Mr. SHextiey. Will the gentleman yield? 

Mr. Fioop. Yes. 

Mr. Sueuiey. I have the same interest the gentleman has if he 
followed the questions I asked earlier. I will not support any move 
to lower tolls if the cost will go to the employees. Where it would 
mean increased rentals or other increased costs to the employees, I 
will not support that, but we were talking about where part of the 
maintenance of the Canal Zone is for defense, and there was no point 
in my pressing it further when the Governor mentioned it was a 
question Congress has to determine as to how much and where. 

Mr. Fioop. I am sure the gentleman from California would be the 
first one to join with me where the interest of the people who work 
there would be the issue. What I am saying is that if it came to an 
issue between the shipping companies and the people who work there, 
I would find myself on the side of the people who work there. In the 
defense area, if it would call for an allocation against the defense 
budget, I would be glad to examine that. I merely point out that 





840 


the shipping companies have a very powerful lobby here and have 
spokesmen while the people who work there describe themselves as 
citizens in exile. 

Mr. Miuuer. Will the gentleman yield? 

Mr. Fioop. Yes. . 

Mr. Miuuer. Only about 30 percent of the shipping interests are 
American flag and practically all the employees involved are nationals 
of the United States. 

Mr. Fioop. That is a very interesting observation. The gentleman 
from Maryland makes nothing but interesting observations. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Foon. I think, of course, that the Americans working in that 
zone should have some kind of statutory representation here in 
Washington. I think they are a classic example of taxation without 
representation. These people should have a mouthpiece and a spokes- 
man selected by them of some type or kind in this Congress. I do not 
know what type or kind it should be, I have not examined that, but 
I deplore the fact that over 3,000 American citizens living in the Canal 
Zone for the benefit of this Government are being deprived of a voice 
in the operation with which they are identified. 

I am delighted to know that when a Member of Congress appears 
in the Canal Zone they are not bashful about coming to see him at his 
hotel or elsewhere. It is a good thing and I hope they never forget 
about it. I do not know whether any of them live in my district or 
not. I do not know that this speech will do me any political good— 
that is not my purpose—but as an American and as a Member of 
this House I do not like the setup. 

As you know, Governor, I have been in your marvelous area on 
several occasions. 

General SryBotp. Yes, sir. 

Mr. Fuoop. I have traveled its highway many dozens of times, I 
have traveled its railroad many dozens of times. I know every 
terminal facility of the government as well as the Panamanian setup. 

I know you appeared before the legislative committee very recently 
and testified with considerable force about the welfare not only of the 
Corporation but of the employees, and they appreciate your militant 
presentation of their position, which I think you would like to know. 

General SryBotp. Yes. 

Mr. Fioop. I think this would be a good place in the record to 
insert the Governor’s presentation of what he calls the Panama 
Canal dollar for the fiscal year, in this case 1954, but generally speak- 
ing itis the same. At this point in the record that part I should like 
to insert deals with the breakdown of the Panama Canal dollar, 
where it comes from and where it goes. Without objection I should 
like to have that inserted. 

(The information referred to is as follows:) 
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The Panama Canal dollar, fiscal year 1954 


Where it came from: ' Where it went: 
Toll Direct operating expense___ $0. 49 
Service to shipping s General and administrative 
Basic service to employees_-. 
Transportation and utilities. Depreciation 
Miscellaneous 03 BE ee ci ates ats eet 
Canal Zone Government. - - 
1. 00 Capital repayments and con- 
struction 


Mr. Fioop. I met with a delegation who were members of what they 
described, I believe, as the executive committee of what is known as 
the United States Citizens Association for the Canal Zone. I met at 
their request with Mr. Archie French and Mr. John W. D. Collins, 
who were Officials of that group. They are very intelligent men who 
are enthusiasts and certainly know this problem. I was surprised to 
hear them submit some technical problems with great understanding. 
I am impressed with the fact that these men are good American 
citizens. They certainly are concerned about the Corporation and the 
zone and the welfare of this country. I am convinced they are not 
asking for anything if the interest of the United States does not come 
first. They only want to come in the picture if and when they feel 
they are being discriminated against. They want to be treated like 
all American citizens and not discriminated against, especially by their 
own government. I think that is right. 

I asked them to reduce their problems to the four main ones, 
because it would take too much time to go into all of them. So I 
said: ‘Why do you not be smart and restrict yourselves this year to 
the four principal things that you are concerned with.” 

We agreed to that, and they presented me with a statement which 
dealt with those four things only. Much of this will have to be han- 
dled in consideration of Public Law 841 as it exists or may be changed. 
You have already testified on that. There is no sense in beating it 
over the head twice. 

I would like to get in the record this letter sent at my request by 
the United States Citizens Association for the Canal Zone after a 
3-hour meeting with these people in the zone in the last 30 days. 

Governor, I pick out this one sentence from that letter and read it 
in the record for emphasis: 

It is our earnest hope that any increased financial burden in connection with the 
treaty will not be borne by the canal employees to any greater extent than by all 
the other taxpayers of our Nation. 

By George, they could not be fairer than that. Their position is 
this: If this treaty—and I got the impression from the people of the 
zone they feel the United States Government has just about given 
everything that is not nailed down to the Republic of Panama, and 
they have the impression and so do I that the Republic of Panama 
will not be satisfied until we turn over the whole zone to them and 
lease it back from them. That I do not like and neither do they. 
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BASIS FOR RENTAL RATES 


When they make the statement that the general interest of the 
United States Government is paramount, that shows they are good 
Americans. But the American citizens who work there do not want 
to be penalized through gratuities to the Republic of Panama. | 
think they have been, and they point out as one element of that 
fact the Panama Canal housing loss which has been discussed by the 
gentleman from Texas and the gentleman from California, so I will 
not duplicate that. I will not examine you on the housing; that has 
been done and well done. But the fact remains the United States 
citizens down there are charged rentals on the basis of the total cost 
recovery policy. That is under Public Law 841. Alien employees, 
on the other hand, residing in the Canal Zone, are charged rentals 
according to their ability to pay. 

In addition to actual costs, including interest, depreciation, and 
maintenance, a reasonable profit has been made by the Company, 
They use the term ‘substantial profit.”” I am not sure it is substan- 
tial. I prefer to use the word reasonable. But they made a profit, 
which I think is good; it shows good operation. 

The housing income for United States rate housing showed a profit 
of $409,000 for fiscal year 1954 and a loss of $239,000 sustained on 
alien housing, or local-rate housing. 

The policy is to dump such income and losses into a general cor- 
porate fund. That being so, it is apparent that the United States 
citizens subsidized local-rate housing to the tune of $239,000. That 
is their line of reasoning. I am presenting their case. 

Mr. Preston. Will the gentleman yield? 

Mr. Fioop. Yes. 

Mr. Preston. There is no interest charge on American housing; 
is there? Is the statement accurate that the Company made a profit 
of $409,000 on United States housing? 

Mr. Nosuez. No. That is the aifferinibe between the rents charged 
and the direct operating expenses, including depreciation before inter- 
est and general administrative expenses. We would have $409,000 
as a contribution to cover interest and general and administrative 
expenses. 

Mr. Fioop. I know exactly what it is. You may not call it a net 
profit. I know exactly what your figures are. I saw these records and 
I know what I am talking about too, but the fact remains that the 
conditions precedent to the rentals, the differential between the Amer- 
can rentals and the alien rentals produces what I have told you. 

General SryBouip. Except that the deficiency in the local-rate hous- 
ing is distributed entirely across the board, no distribution is made to 
commissaries, housing, or service centers and the amounts that would 
be charged to the personal services of the American citizens are there- 
fore extremely small. The only way in which the individual would 
pay for any of the deficiencies in the local-rate housing would be if he 
made a purchase at the storehouse, for example. If he went to the 
storehouse and bought something, in that overhead is this very small 
portion that finally works its way back into that purchase. But 
distributed back to the American citizens, I believe it would be 4 
very small amount of the local rate net deficiency. 
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Mr. Fioop. These people, and myself, have no objection if it is 
found necessary to subsidize the local operation. That is not the 
problem. They have no quarrel with that. The quarrel is, if and 
when that is the situation, and if this subsidy is to be provided for 
any reason at all, then this cost should be borne by world commerce 
or somebody else but not by placing the burden on the 3,700 American 
citizen employees of the canal. 

General SryBouip. May I give you another approach to this problem 
which we have adopted. We have gone from the allocation of costs 
and trying to allocate costs into the conception of pricing. We 
believe that in pricing services to the American citizen employees— 
and there are three at this table—we are going to maintain a com- 
parable pricing with the area from which their salary is derived. The 
sales generally of any servicing and in the commissary, and so on, 
hou be kept at a level by management to cover all the costs. In 
that method of pricing we obtain a credit, then the Corporation gets 
the benefit of that. In trying to allocate these costs down to in- 
dividual allocations, you get in such a muddle that you get lost. 

Mr. Fioop. I do not want the American citizen employees of the 
canal to think they will have to bear the cost of lobbyists or be 3,700 
exiles. I want them to think they have friends, and I think you are 
one of them, and so do they. 

General SryBotp. I hope so. 

Mr. Fioop. This may be a detail, but when presented to me I 
could see how it would ruffle their tail feathers a bit. They feel the 
policy set forth in the Bureau of the Budget Circular A-45 of setting 
forth regulations governing Government housing which apply only to 
United States rate housing in the zone is very unfair. That is a 
Bureau of the Budget circular, of course, but why is that? 

General SryBoup. Again, this is an involved problem. 

Mr. FLtoop. And these fellows know the problem. 

General SzeyBo.p. The local rate applies to people who get an aver- 
age of 63 cents an hour. That is what they get. Rental and wages 
must be balanced. Actually we did raise the local-rate housing 20 
percent just recently. 

Mr. Fioop. I know that. 

General SeyBo.ip. But the matter is not a comparison between a 
United States-rate house and a local-rate house. The question is 
os or not the United States citizen is paying too much for what 
le gets. 

Mr. FLoop. That is not so. That is not the only element. That 
element I do not know anything about. I am not a housing man and 
Iam not arent man. That is not the only thing. 

General Srysoup. I see your point. But when you get to the local- 
rate housing, it appears as though—and I think I have demonstrated 
to the committee—very little actually gets back to the United States 
citizen, 

Mr. FLtoop. You have not demonstrated that to the committee. 
That is a conclusion you have no right to make. 

General SzyBo_p. You mean my demonstration? 

Mr. Fioop. Yes. That is a legislative problem and this is not a 
legislative committee. 
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ALIEN INFILTRATION IN THE CANAL ZONE 


The second matter is the alien infiltration in the Canal Zone, and 
that is s getting serious, the infiltration of the Panamanians in skills 
and trades in percentage to Americans. 

You have a timetable and tables of organization, and above all 
you must give notice to the Americans as to what the policy will be 
so that they can decide whether to stay there or get out or tell their 
children to stay there or get out. They have a right to know. 

General Sysop. Unfortunately, we cannot anticipate that, 
because most of that is in the hands of the treaty. 

Mr. Fioop. The moment I approach the treaty I must stop talking, 
but we at this point have some right to consider that factor. We 
have a function in this committee to lay down the basis for legislative 
committees to act. 

General SryBoup. Yes, sir. 

Mr. Fioop. And because we operate as we do here and by our 
record lay the basis for very important action by the legislative 
committees, that is why we sometimes take these pains. Otherwise 
it would be none of our business technically. I will not belabor the 
committee further because I have inserted in the record the notations 
I have made on that problem. 

I am amicus curiae, taking nobody’s side. 
ie Preston. Can we move along with the language now, Mr. 

ood? 

Mr. Fuoop. I do not know. I certainly want to ask him about the 
ae of the steamship Panama, and I certainly must discuss the rail- 
road. 

Mr. Preston. Off the record. 

(Discussion off the record.) 


TOTAL COST RECOVERY POLICY 


Mr. Fioop. Governor, the third point—and I am not going to 
develop it—has to do with the otal aiaet recovery policy that you 
discussed with Mr. Thomas and Mr. Shelley on the housing. You 
discussed the commissary angle of the thing. I am satisfied with the 
statement here, but I want the record to bring this matter to the 
attention of the public and to the legislative people. 


FRINGE BENEFITS 


Point 4 is what these people call fringe benefits. They have out- 
lined what they think the fringe benefits are and should be. I do not 
find them unreasonable. They say they will bear any burden any 
other American citizen bears, but they do not want to bear any more. 
They feel, and I feel, since they are citizens in exile they are entitled 
to alittle more. I am not satisfied they are getting enough with this 
25 percent differential. This is foreign duty. They have additional 
problems, such as when a daughter graduates from high school she 
may not be able to get a job in competition with a Panamanian 
because she is not bilingual. 

Mr. Preston. Are you interrogating the witness or making 4 
speech? 
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Mr. Fuioop. If you want me to ask questions, I will do so. 

Mr. Preston. I think the normal procedure is to ask questions of 
the witness rather than make affirmative statements. 

Mr. Fioop. I will do it any way you want me to. This is no 
quarrel with this witness. I can do it S interrogation and you know 
that I can do it well, but we will be here for 4 hours, whereas in 2 
paragraphs I can put it in the record. 

Mr. Preston. We will not be here 4 hours, because we will adjourn 
the committee before that. 

Mr. Fioop. I can quit now. 

Mr. Preston. I am merely beseeching your cooperation. Proceed. 

Mr. Fioop. Mr. Chairman, this is the document I was referring to. 
I should like to have it inserted in the record. 

Mr. Preston. That may be done. 

(The document referred to is as follows:) 


Unitep States Citizens ASSOCIATION, 
CANAL ZONE, 
Balboa, C. Z., April 20, 1955. 
Hon. Danret J. FLoop, 
House of Representatives, Washington, D. C. 


Dear Mr. Fioop: I wish to extend our sincere thanks to you for the time you 
gave to Mr. Collins and Mr. French during your recent visit to the Canal Zone, 
and to let you know our representatives enjoyed meeting with you. 

Our association held a meeting yesterday in which a report was made of the 
discussion had with you. The members of the executive committee were very 
pleased with the understanding you have of the complex problems here, and the 
fair approach you are making toward their solution. 

Conforming with your request, there is enclosed a résumé of the four main 
points discussed with you. We believe this information relating thereto will be 
of value to you in future considerations pertaining to our national economy, the 
oe organization and its employees, as well as the maritime industry of the 
world. 

We call your attention to the forthcoming legislation that will be introduced 
for enactment to place in effect the many concessions made to the Republic of 
Panama in the late treaty, and we earnestly request your consideration when such 
is presented for enactment. If these concessions will benefit our Government, 
and will not adversely affect the citizens in the Canal Zone, we will, of course, 
have no objections. But we stress this point, however, that Public Law 841 
requires all costs pertaining to the Panama Canal be recovered. We trust this 
fact will not be overlooked in the extension or granting of any benefits to the 
Republic of Panama, which might increase canal costs, for under the present 
policies, that would simply mean an increased cost of living for the citizens in 
the Canal Zone. It is our earnest hope that any incresed financial burden in 
connection with the treaty will not be borne by the canal employees to any 
greater extent than by all the other taxpayers of our Nation. 

During the conversation with you, you expressed an interest in our organiza- 
tion, and I am enclosing copy of a pamphlet which we prepared for use in our 
membership drive last vear. It is of course pointed toward soliciting members 
from among the employees, but it does provide some background information and 
may help explain what we are trying to do and why. 

We are anxious to be of any assistance possible in the task of arriving at a 

solution to the many problems now existent in this area, and we want you to feel 
free to call upon us for any aid you may need to further your concepts relating to 
the Canal Zone. 
_ To substantiate further our contentious statements herein enumerated, there 
is listed below a breakdown of the Panama Canal dollar as presented in the 
booklet Funnel for World Commerce—Panama Canal—by Gov. John 8. Seybold. 
This booklet was introduced by the Governor during the recent hearings before 
the full House Merchant Marine and Fisheries Committee the latter part of 
March 1955. 


61922—55——_54 
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The Panama Canal dollar, fiscal year 1954 


Where it comes from: Cents | Where it went: Cents 
Ban nnpos natasibdes ot 58 Direct operating expenses____ 49 
Service to shipping - -------~-- 15 General administrative expen- 
Basic service to employees_._.. 10 OE. cena pees amd 6 abbeus-lee 8 
Transportation utilities _~. _ _-- 14 pp a ee 7 
Miscellaneous--------------- 3 tt hs =.4-0's nee © oo 14 

Canal Zone government- -- - -- 16 
Capital repayments and con- 
DIMM ei vicigkiae teisncagae 6 


Thank you again for the time you gave to us. We sincerely hope you will be 
able to return to the zone again for another visit of longer duration. 
With best wishes. 
Sincerely yours, 
Tuomas A. WARNELL, 
Acting President. 





Unitep States Citizens AssociaTion, CANAL ZONE 


Bausoa, C. Z., April 20, 1955, 


Résumé of four points discussed at meeting with the Honorable Daniel J. 
Flood, on April 8, 1955. Mr. Archie French and Mr. John W. D. Collins repre- 
senting the United States Citizens Association. 


POINT I--PANAMA CANAL COMPANY HOUSING POLICY 


United States citizens are charged rentals on the basis of the total cost recovery 
policy, effective with the passage of Public Law 841. 

Alien employees residing in the Canal Zone are charged rentals according to 
their ability to pay. 

In addition to actual costs, including interest, depreciation and maintenance, a 
substantial profit is made by the Company. For instance, the housing income for 
United States-rate housing showed a profit of $409,000 for the fiscal year 1954 and 
a loss of $239,000 sustained on alien (local-rate) housing. From the policy of 
dumping such income and losses into a ‘general corporate fund’ it becomes 
apparent that United States citizens subsidized local-rate housing to the tune of 
the $239,000 loss. Therefore, we feel that the profit on United States housing not 
only forces us to subsidize alien housing, but reaps an unusually high percentage of 
profit for the United States Treasury out of the pockets of a mere handful of 
citizens. We contend that if aliens are to be subsidized in any manner, for any 
reason, said cost should be borne by world commerce who use the canal, and not 
by placing the burden upon the 3,700 citizen employees of the canal. 

Another fact that we feel is unfair, also, in the Bureau of the Budget Circular 
A-45, is the policy of setting forth regulations governing Government housing 
which 2 only to United States-rate housing in the zone—both United States- 
rate and local-rate (alien) houses are Government housing, 


POINT II-——ALIEN INFILTRATION IN THE CANAL ZONE 


This orgenization believes that greater consideration must be given to the 
following aspects of conversion to alien workers: 

1. National security: The canal remains a vital defense installation of our 
Federal Government, and as such its functions should not be available or subjected 
to the close scrutiny of aliens who cannot, and do not, feel the slightest loyalty 
to the United States of America; 

2. The dollar value: Dollar value in work returned for the payroll dollar 
expended must be given consideration—there is not only 9 language barrier, but 
the fact that only the exceptional alien worker ever attains the sense of job 
competition so inherent in American workers and American industry; 

3. Future job opportunities: Today the United States citizen in the Canal 
Zone has no assurance of future job opportunities or job security with the Panama 
Canal under this contemplated policy of replacement. To offset the ill effects 
of replacement to some extent for United States citizen employees, it is advisable 
to know how, when, and where to expect initiation of this policy. 

What is the target date? 

What proportion of replacement is planned? 
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How many United States citizens will be retained as a permanent force? What 
is the approximate figure or percentage? 

4. Projected manning scales: If projected manning scales for each canal 
activity were made available, the employee would be able to foresee, to some 
extent at least, his job future. If it is considered impracticable to release planned 
manning scales, it is recommended that a minimum of 6 months be required for 
notice of involuntary termination of citizen employees. 


POINT III-—TOTAL COST RECOVERY POLICY AND ITS EFFECT UPON UNITED STATES 
CITIZENS 


The Panama Canal functions for a dual purpose: (1) To serve the maritime 
industry of the world; and (2) as a vital defense installation for our own country. 

The canal organization itself has little or no control over decisions and actions 
taken by other branches of our Federal Government pertaining to activities in 
this area, and specific reference is made to the State Department and the treaty 
negotiations with the Republic of Panama, yet the employees of said organiza- 
tion are being vitally affected by such decisions and actions. The application of 
the total cost recovery program authorized by enactment of Public Law 841 has 
likewise placed additional financial burdens upon the employees of the canal. 
But it is conceded that, for the welfare of our entire Nation and its overall inter- 
national relations program, consideration must be given to other factors than the 
mere operations of the canal. Since the application of the policy under Public 
Law 841 and the current treaty negotiations have resulted in increased costs to 
the Panama Canal, it is our contention that such costs will have been incurred 
for the benefit of every taxpayer of the United States, and therefore should prop- 
erly be borne by the taxpayers and by all industries, rather than just the mari- 
time industry and the very few taxpayers working in this area whose presence 
here is attributable only to their employment with the canal. 

It is a fact that the income of the Company-Government consists almost 
entirely of funds received from tolls or from the canal employees. Under the 
present policy the canal recovers the costs, or a portion of the costs, of various 
activities, mismanagement, State Department concessions to the Republic of 
Panama, wage increases, and all employee benefits, from the employees them- 
selves through increased charges for services or commodities they purchase from 
the Canal Company. Soon there will be an additional increase to employees due 
to a decrease in services, a decrease in employees, additional treaty obligations 
to be met, and in order for the Company to keep up their margin of profit heretofore 
made, an additional burden will be placed upon United States citizen employees. 

We do not feel that we should be taxed to support the United States Govern- 
ment (through payment of income taxes), have an additional tax placed upon us 
to help support the Panamanian Government, the Canal Zone government, sub- 
sidize aliens, and also subsidize the merchants of world commerce. As an organ- 
ization of United States citizens we feel that any increase in the cost of operating 
the Panama Canal, or payments to the Republic of Panama due to treaty obliga- 
tions, should be distributed over all United States taxpayers instead of the 3,700 
United States citizens living in the Canal Zone; that if the canal is to be operated 
under a total cost recovery plan, then a proportionate share of the cost should 
also be borne by world commerce through payment of tolls. 


POINT IV-——-FRINGE BENEFITS 


We as American citizens contribute to the fringe benefits of all other Govern- 
ment employees through payment of Federal income taxes, but other Government 
employees’ taxes do not contribute to our benefits. 

The United States citizen employees of the Panama Canal Company/Canal 
Zone Government are placed in a unique position, and as a small, individual group 
of employees, we are required to pay all or part of the cost of our so-called fringe 
benefits, viz: 

1. The Government’s portion of our retirement or social security; 

2. Alien cash relief (for aliens only) (act of February 20, 1954, Public Law 
299, 83d Cong. 2d sess.; H. R. 5861, 8. 2038) sponsored by the Panama Canal 
Company, and amounting to payments of approximately $1 million per year 
or more; 

3. Our Federal employee insurance; 

4. So-called free transportation for home leave; 

5. Disability compensation; 

6. Free official travel; 

7. Employees’ leave time and repatriation cost of employees of the Com- 
pany/Government. 
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Of these 7 items, 2 are recoverable directly from the individual (1 and 38); al! 
others are recovered through the customers of each division of the canal enterprise, 
with a sizable portion being recovered from the employees themselves. In the 
case of a nonoperating division (one that cannot pay its own way), the cost is 
prorated over the operating divisions and thus no part of the above so-called 
fringe benefits are paid from Federal funds. To our knowledge no other group of 
Government employees is required to contribute any part of the Government's 
share for similar benefits; rather, the Government’s share of such benefits is paid 
from nonrecoverable appropriated funds. We feel, therefore, that we should not 
be required to pay any more toward our benefits than does any other Federal 
employee. 

The non-United States citizen employee of the canal pays greatly reduced rates 
for housing, medical care, etc., but rates charged to United States citizens are 
sufficiently high to cover the cost of the service concerned, with enough left over 
to be applied to the deficit resulting from charges to the non-United States citizens. 
This practice causes a feeling that our Government is discriminating against its 
own citizens by subsidizing, out of Federal funds, foreign nationals at our expense, 


STEAMSHIP ‘‘PANAMA”’ 


Mr. Foon. I want to talk about the steamship Panama. As you 
know, Governor, I had the good fortune to go to Panama with Con- 
gressman Dempsey during the Easter recess. I did not know what 
the arrangements were. I was astounded to find out when I got 
aboard that there was nobody on board but Congressman Dempsey 
and myself. It was appalling to find this magnificent ship turned 
into a freighter, with half the crew dismissed—and it was an excellent 
crew; with a skipper named Foley, the crew would have to be good. 
I understand it was an excellent crew and that it took 4 or 5 years 
to assemble. Then, out of the clear blue sky, the best men could not 
be kept on under the regulations. You had nothing to do with that, 
but how did you change your mind in 3 weeks and put it back on 
passenger service? When I came back she was a passenger ship and 
they had to scramble for a crew. What happened? 

General SzyBotp. At the time the Panama was taken off a passen- 
ger run it was done as an economy measure. It was planned to utilize 
air travel to a greater extent. When it appeared that the funds of 
the supplemental would be cut and we wanted to get these people 
started on their vacations, we decided, and I think correctly, that we 
should put her back through the summer season for carrying this 
excess number of people on free home leave. That is why we made 
that immediate change. 

Mr. Fioop. How did it happen that these conversations at the level 
of the Corporation and those decisions could not have been made be- 
fore you disbanded the crew? By the time I got to Balboa the con- 
versations had been going on for 2 days and they decided to reverse 
themselves. Why did they not do that before they disbanded a prize 
crew? You cannot buy crews like that. 

General SzyBoup. I was on the Panama and I noticed the officers 
and stewards and they are all familiar faces. The same crew is prac- 
tically back on. 

Mr. FiLoop. Good. 

General Srysotp. I can assure you that most of the members of 
the crew are the same ones, and the cooks are the same ones. 

Mr. Fioop. They could not be improved upon. I am very mucli 


in favor of them. 
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General SeyBo.p. This is a prize run for seamen and they got back 
on. These people who have been on this run just have a kind of 
priority on that run and they got back. 

Mr. Foon. Is the crew back on? 

General SryBotp. Yes. 

Mr. Fioop. Well, you are lucky. You are mighty lucky that they 
are back on because in a few months they would have been scattered 
to the winds and you would have lost a great investment. I am glad 
to hear that. And as far as I am concerned, if this becomes a question 
of whether or not you are making money on these 3 ships and you 
have to show this Congress that you are not operating these 3 ships 
in the red, I want you to get in touch with me, because I will ask for 
a breakdown of the subsidies to all shipping lines where the United 
States is concerned and I want to see what line is operating in the 
black on passenger service. They cannot do it. 

General Sryspotp. Mr. Congressman, it is not a matter that the 
Congress has imposed that rule. We have been criticized about the 
manner of operating the three 3 and to some extent I think it is 
felt it is too expensive, that we can operate, as our report shows, on 
approximately 2% ships for passengers and the remainder of the time 
that ship operates for freight. 

Mr. Fioop. I repeat that if the breakdown is given for other ship- 
ping lines they are not doing one penny better than you are. 

General SryBo.p. I appreciate that, sir. 

Mr. Fioop, It is true. 

Mr. Preston. Could we move to the railroad question? 

Mr. Froop. That is just where I am going. 


ABANDONMENT OF RAILROAD 


You indicated in answer to a question by Mr. Thomas or Mr. 
Shelley that you considered the abandonment of the railroad and the 
construction of the highway a fait accompli. It that true? 

General SrysBo.tp. No, sir. 

Mr. Fioop. I am glad to hear that. 

General SrysBo.p. I certainly recommended and advocated it. Of 
course it is not accomplished, because in this budget we have only 
set up the amount for the design of the highway. We have, however, 
requested motor vehicles to carry Government freight and passengers 
and the abandonment of the railroad as such, but the highway is 
not in this budget. 

Mr. Preston. Half of Mr. Flood’s question is certainly correct, 
then, is it not? 

Mr. Fioop. That is what I heard. That startled me. In this 
budget is an item which accepts the conclusion that the railroad is 
going to be abandoned and the highway is going to be built. Who 
decided that? 

General SryBoxtp. I am sorry, sir. The abandonment of the rail- 
road, but the highway is in the future. 

Mr. Froop. You certainly would not abandon the railroad if you 
did not intend to build the highway? 

General SeyBo.tp. We could utilize the other transisthmian highway. 

Mr. Froop. The minute you start building the highway on the 
present right-of-way of the railroad, then you abandon the railroad. 
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General Szysoup. May I try to clarify that? 

Mr. Fioop. Indeed you may. 

General SryBotp. We have in this budget motor vehicles to take 
the place of the railroad. 

Mr. Fioop. You have abandoned the railroad? 

General SryBoutp. We have that in the budget, motor vehicles to 
take the place of the railroad. 

Mr. Fioop. By what right or authority do you come before the 
committee and take the position the railroad has been abandoned? 

General SrysBo.tp. In the action of providing us the motor vehicles 
the railroad would be abandoned. 

Mr. FLoop. You want this committee to give approval to a report 
of a commission authorized by this committee which has not yet filed 
its report and anticipate the report will be against the railroad? 

General SryBotp. If the funds set up for these motor vehicles are 
not granted, I must come in for about $1 million for railroad equip- 
ment. 

Mr. Foon. I do not care what you come in for but you have no 
right as long as I sit on this committee to come in here and take for 
granted that this committee will take legislative action and abandon 
the railroad. 

General Srysotp. There is no legislative action involved. 

Mr. Fioop. You have asked for the creation of a committee or 
commission? 

General SryBo.tp. No, sir. 

Mr. Fioop. Just a minute. That action has been taken and the 
money appropriated to see whether or not the railroad should be 
abandoned. 

General SryBoup. We proposed an economic study. 

Mr. Fioop. Who did? 

General Srysotp. Wedid;I did. It was forwarded to the Congress 
as a report. 

Mr. Fioop. Who asked for that report? 

Mr. Preston. Will the gentleman yield? 

Mr. Fuioop. Yes. 

Mr. Preston. What action did the legislative committee take on 
the report? Any? 

General Srysotp. No. 

Mr. Noste. This is a report requested by the Appropriations 
Committee last year. 

Mr. Fioop. That is correct. It was not this particular subcon- 
mittee because the Panama Canal was not before this panel last year. 

General Srysotp. Could I try to limit this issue? 

Mr. Fioop. No; you cannot limit the issue. 

General Sryspoip. My words were wrong. 

In the operation of this Corporation we take certain actions for 
what we believe to be good administration, economy and what not. 
This is one of them. e have always tried to operate the Panama 
Canal and its facilities as economically as possible. I can express 
this railroad situation in a few words. 

Mr. Fioop. I must take exception to that. 

Mr. Preston. On what grounds? 

Mr. Foon. It cannot be expressed in a few words. 
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Mr. Preston. No one would question the gentleman’s authority 
to abandon the railroad if he so desired. 

Mr. Fioop. Yes. 

Mr. Preston. We are not a legislative committee. We either 
approve this request or we do not. It is that simple. 

Mr. Fioop. If we do not give him $650,000 for this line item of 
motor vehicles—in other words, if we had some ham we would have 
ham and eggs if we had eggs. 

Mr. Preston. What is so sacred about this railroad? 

Mr. Fioop. I do not think that is the question. The question is 
why in the world must there be an administrative action to remove 
the railroad? This is a matter of high policy. 

Mr. Preston. You will not legislate on the railroad. 

Mr. Fioop. You are going to give him $1 million for railroad or 
you are not. 

Mr. Preston. No. He is clearly in his rights to ask. He is the 
boss of the Panama corporation. 

Mr. Fioop. This is a statutory creature. 

General SryBoip. The question is not statutory. We operate 
facilities to support the Panama Canal. 

Mr. FiLoop. But this corporation is a statutory creature. You 
have no right to write the law. 

General SeyBotp. I am not trying to write the law. I am trying 
to take an economy measure. 

Mr. FLoop. You cannot do it this way. 

Mr. Preston. I must beg to differ. 1 think you are off base. 
He has made an administrative decision to abandon the railroad 
and supplant it with motor vehicles and has submitted it to a com- 
mittee for approval or disapproval. 

Mr. Fioop. Then I will have to prepare a minority report. I 
have been advised this corporation is a statutory creature. 

General Sryso.p. Of course, the Board of Directors of the Panama 
Canal Company has approved this report and has approved the 
operation of a truckline in lieu of a railroad, and may I point to 
paragraph 249 of the charter that says the Corporation shall have 
and may exercise certain specific powers, among which is this one: 
‘May construct, maintain, and operate a railroad across the Isthmus 
of Panama.” That says we may operate it. We have dropped 
several of our activities there and the railroad is simply another 
activity. 

Mr. Fioop. Except this, that if you understand statutory con- 
struction, as your counsel will advise you, here is a specific example 
of a right of discretion. The activities you have dropped have been 
ancillary activities which were not creatures of the statute. They 
were matters of agreement. There is no agreement on that. 

General SryBoLp. This authorizes us rather than requires. 

Mr. FLoop. Governor, you have exercised your discretion. You 
have built the railroad. You are operating the railroad. Therefore, 
you have exercised and executed your discretion. You cannot 
abandon that because somebody may say you are guilty of an abuse 
of discretion. 

General SzyBo.tp. You are challenging management, so I think 
the question goes back to our Board of Directors who have authorized 
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this movement. Whether or not this saving—and it is demonstrated 
that it is an economy measure—— 

Mr. Fioop. That I do not agree with. That is your position. 
That report has been accepted and approved by nobody. That is an 
ex parte proceeding and it cannot be ex parte because you are speaking 
of taxpayers’ funds. 

General Snysoxtp. This is a corporation. 

Mr. Fuioop. I know exactly what it is. 

General SryBoup. In the end I suppose if there were great losses 
it gets to the Treasury, but mainly 

Mr. Foon. It is a question of whether the corporation is abusing 
its discretion by abandoning the railroad. 

Mr. Bow. Will the gentleman yield? 

Mr. Fioop. Yes. 

Mr. Bow. Will not the gentleman agree with me that the word 
‘‘may” is permissive and not mandatory, and if in the judgment of a 
board of directors they determine that they will use their discretion, 
certainly they are within their rights. 

Mr. FLoop. They have exercised their discretion. Once they 
have exercised their discretion, they cannot superimpose one dis- 
cretion upon another any more than you can superimpose one in- 
ference upon another. Are you a lawyer? 

Mr. Bow. For 35 years. 

Mr. Preston. And I am too, and I could not disagree with you 
more heartily. 

Mr. FLoop. Can you superimpose one inference on another? 

Mr. Preston. This whole argument is useless and beside the point. 

Mr. Fioop. We will end the discussion right here. You say this 
discussion is useless and beside the point. I will prepare the neces- 
sary minority report. 

General. Srysotp. The Corporation has, I believe, the power 
through the Board of Directors to operate or not operate these facili- 
ties. There are numbers of facilities authorized in the charter and 
we have in the past stopped many because we found there was dupli- 
cation or that they were unnecessary or uneconomical. That is the 
reason for this large loss of personnel I spoke of. The operation of 
the railroad, although Mr. Flood may not agree, is uneconomical and 
we anticipate further problems in the operation of the railroad when 
the treaty is ratified. 

Mr. Preston. Let us let the record show at this point what the 
Defense Department has to say, namely, that the Panama Canal 
Railroad is a convenience to the military forces in the Canal Zone 
and is not considered to have any significant defense value, and that 
the railroad can reasonably be discontinued. 

Mr. Fioop. I saw that. 

General Sryso.p. It is agreed we will no longer operate in Panama 
City and in Colon railroad stations. So that takes our operations out. 
All the outside tonnage, the commercial tonnage, will go by truck 
through Panamanian Sitede and that tonnage, having no terminals, 





cannot be delivered in Panama. 

Mr. Fioop. Do you not have this situation: This is the Year of 
Our Lord 1955. You are aware of how long you propose to take to 
build this highway once you start building it. 
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General SeysBotp. Remember we have the authority and the right 
to operate over the present highway. 

Mr. Fioop. And you are paying how much to the Panamanian 
Government to operate over it? 

General SryBotp. That is a matter of defense. 

Mr. Fioop. The United States Government is paying the Pana- 
manian Government to maintain the existing highway. 

General Sryspo.tp. Yes, sir. 

Mr. FLoop. And you know the minute you start to build the high- 
way the railroad is out. 

General SzyBo.p. Yes, sir. 

Mr. Fioop. That two-lane highway that is there now will have to 
bear the total trans-Isthmian traffic during the time you are building 
the new road, And how long will it take you to build the highway in 
place of the railroad? 

General Snysoup. Well, of course, that is not even in this budget. 

Mr. Fioop. How long would you guess? 

General Szysotp. About a year and a half. 

Mr. Fioop. Would you settle for 2 years? 

General Snypotp. Yes. 

Mr. Fioop. So you want to start in 1955 in one of the most delicate 
of our strategic areas to give up an artery that exists and dump on a 
two-way highway the entire burden of trans-Isthmian traffic for 2 
years? 

’ General SzyBoip. Defense says this—— 

Mr. Fioop. I know what they say. I read it. 

General SzyBoup. Of course the traffic on that highway is such that 
we can get by. I feel we need a land communication within the zone 
and that is why this budget covers the preplanning of that highway. 

Mr. Fioop. I thought you were doing it for economic reasons. 

General Srysotp. I am suggesting abandonment of the railroad 
for economic reasons. Under the terms of this treaty, which is public, 
there is a provision that the Panamanian commercial interests would 
not use the highway built on the zone from across the lake. 

Mr. Fioop. Of course you have to put that filling across the lake, 
which would be quite a trick, too. I have seen it, and of course 
there is quite a difference in the estimate of cost. That is why I 
say this is not a one-sided thing. Understand this, if the case were 
proved I would be the first one to agree with you, but I do not think 
it has been handled the right way. I am not holding a brief for the 
railroad. I just object at this time under all the circumstances be- 
cause this is most inopportune and is being done in a most cavalier way. 

General Srysoxp. I am sorry to see that you feel that way, Mr. 
Flood, because we felt that in the report that has been rendered, 
that was given full consideration by our Board and they did work 
on this for quite a while, and we feel that we were amply justified, 
and more so, with economic transportation by motor transport of 
the Company-Government passengers and freight. And that the 
maintenance of the railroad is a losing proposition. 

_Mr. Fioop. Why not have a 4-lane; why should there be a 2-lane 
highway, if you have got to cross the zone? 

General SzyBoup. The only thing is the cost. 

Mr. Fioop. How much is it going to cost, $4 million, $5 million, 
for a 4- instead of a 2-lane? I am objecting to the way the thing is 
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being approached, because in a couple more years, you certainly will 
be back, or should be back, to put in a four-lane highway. If this is 
important in the first place, it is important altogether, or not at all. 

Mr. Preston. May I point out to you that the task force of the 
Hoover Commission said: 

Our task force recommends that in view of the decline of commercial business, 
that the operation of the railroad should be discontinued and its equipment, 
properties, and facilities be disposed of to the best advantage of the Government. 

Mr. Fioop. I think Mr. Brown, our distinguished colleague from 
the State of Ohio, has an opinion about that. 

Mr. Preston. Yes, and here it is, and this is Congressman Clarence 
Brown: 

I suggest, therefore, that the matter be reviewed in all levels within the Depart- 
ment of Defense in light of the considerations set forth above. It is reeommended 
that the appropriate committee of Congress examine the circumstances surround- 
ing the decision to abandon the Panama Railroad before it authorizes or 
appropriates in favor of the new highway construction. 

Mr. Fioop. Mr. Chairman, that is exactly my position. Mr. Brown 
is not for or against anything, and I am not for or against anything. 
I want to impress upon you that I am not holding a brief for an obsolete 
railroad; certainly not. 

Mr. Preston. That is the mission and purpose of this committee. 

Mr. Fioop. What committee? 

Mr. Preston. Of this subcommittee. 

Mr. FLoop. That is exactly what I have been trying to do all 
afternoon, that I might show that this is not being approached 
properly. 

Mr. Preston. That it has not? 

Mr. Fioop. Well, Mr. Brown has just said the same thing that I 
said, that this should be handled and investigated by the legislative 
committee of the Congress, and action should not be taken until the 
proper legislative investigative committee determines, and approves 
or disapproves of the report of the Board of Directors. 

That is all that Mr. Brown wants and I agree with him. 

Governor SryBoLp. Congressman Flood, you basically feel that the 
report is not substantial upon which this committee, or any other 
committee of the Congress, should act? 

Mr. Fioop. Governor, I make no such conclusion at all about the 
report. I say that this is a matter that should be submitted to the 
legislative committee to make a determination and act upon the 
report of your Board of Directors. I do not think you have any right 
to come in here witb a report, ex parte from your Board, before the 
Appropriations Committee, and say, ‘“‘Give me so much money.” I 
feel that the legislative committee should study and act upon the ques- 
tion as Mr. Brown has suggested. 

Governor SryBo.p. No, Mr. Flood. After all, the Panama Canal 
Company operates as a corporation. I think it is within its province 
to make this decision. Now, if the decision is not an economical one, 
or something of that sort, this committee certainly is within its rights 
and powers and prerogatives to criticize management of what it 1s 
doing. 

But, Mr. Flood, I do not believe that the law ever expected manage- 
ment to come to this committee and say, may I, or may I not, in the 
operation of these facilities 
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Mr. Preston. I agree with you. 

Mr. Fioop. I am not talking about that. This is the Appropria- 
tions Committee. The legislative committee of the House could 
step into this picture tomorrow morning at 10 o’clock regardless of 
what you think, Governor, or what your Board of Directors thinks. 

Governor SryBo.tp. Then I believe they would have to change basic 
law. 

Mr. Fioop. Not at all. 

Mr. Bow. I agree with Governor Seybold. 

General SeYBotp. Yes. 

Mr. Fioop. I want the record to show that I do not. 

Mr. Preston. I think you are correct, Governor. 

Governor SreyBoLp. You will have to change the powers of the 
corporation of the Panama Canal. 

Mr. Fioop. I am not interested in changing the power, up or down. 
I want the record to show that I think no action should be taken in 
the appropriation of funds for the abandonment of the railroad in the 
Panama Canal until there is a report submitted to the Appropriations 
Committee or to any other committee, by the Board of Directors, 
and until such report has been examined by a proper legislative com- 
mittee of this House, investigating and approving or disapproving it. 
Until that is done, this action should not be taken. 

Governor Sryspoutp. May I request, Mr. Flood, what kind of an 
alternative would the management have? We have purposely— 
having made the decision, and I think rightly, to abandon the rail- 
road—we have not spent any money on maintenance of rolling stock. 
If this matter goes, then I must in some way, before this present 
session, put into this appropriation bill, sufficient funds to maintain 
my rolling stock, because we need it, and it has to be the alternative to 
the other vehicles. 

Mr. FLtoop. That is no reason for this Congress to abandon its 
line of duty, and when that situation 

Governor SEYBOLD (interposing). But I am in the position of having 
to transport my cargo and passengers. 

Mr. Fioop. Governor, that is your problem. 

Mr. Preston. Governor, there is a difference of opinion in this 
committee, as you can see. 

Governor SEYBOLD. Yes. 

Mr. Preston. You are not in the box that some may feel that you 
are in. It just so happens that I hold a different opinion from that 
of Mr. Flood. 

Mr. Fioop. That does not surprise me in the slightest. 

Mr. Preston. So I think we have about covered the railroad sub- 
ject. Do you have any other suggestions? 

Mr. FLoop. No. 

Mr. Bow. Mr. Chairman, there has been a lot of conversation, but 
has there been any testimony on the question of the railroad? I 
was out a part of the time. 

Mr. Preston. Yes; there has been. 

Mr. Fioop. There is a budget item. 

Mr. Preston. Yes. 

Governor SEYBOLD. $650,000. 

Mr. Bow. How long is this report of the Board of Directors? 

Mr. Preston. Quite a lengthy report. 
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Mr. Bow. May we have one for the use of the committee, not as 
a part of the record, perhaps? 

Governor SrysBotp. It was submitted, but we can furnish addi- 
tional copies, 

Mr. Bow. Would you mind furnishing me one, Governor? 

Governor SEyBoLD. We will be glad to do that. If you do not mind 
taking these tags off, I can give you this one. 


BOARD OF DIRECTORS OF PANAMA CANAL CO. 


Mr. Bow. That is perfectly all right. Has it been determined who 
the Board of Directors of the Corporation are? 

Governor SEYBOLD. Yes, I can furnish those. 

The Assistant Secretary of Army, Mr. George Roderick. 

The Honorable T. Coleman Andrews, Commissioner of Internal 
Revenue. 


Mr. John A. Blaffer, Houston, Tex. 

Mr. Robert T. Burrows, of Manchester, N. H. 

Mr. Ralph H. Cake, of Portland, Oreg. 

I might say that Mr. Blaffer is an oil producer. 

Mr. Bow. I was going to suggest that you furnish for the record 
a biographical sketch of the directors. 

Governor Srypoup, Yes; I will be very glad to do that. 

(The information requested follows:) 


Grorce Houtmes RopERIcK 


Date of appointment to Board, June 1954. 

Born in Indianapolis, Ind. 

University of Michigan; graduated in 1921 with a bachelor of science degree in 
mechanical engineering. 

With American Seating Co. in Grand Rapids from 1923 to February 1954, 
Became vice president and a director of that company in 1947. 

Director of the Newport Steel Corp. of Newport, Ky. 

Director of the Michigan National Bank in Grand Rapids. 

President of the Grand Rapids Chamber of Commerce. 

Member of the mayor’s committee for engineering in Grand Rapids. 

Past president and director of Grand Rapids Rotary Club. 

Trustee of Butterworth Hospital in Grand Rapids. 

Trustee of Citizens Research Council of Michigan. 

On August 26, 1954, Mr. Roderick assumed the duties of the newly authorized 
office of Assistant Secretary for Civil-Military Affairs. In June 1954 he was 
made a Director and Chairman of the Board of the Panama Canal Company. 


T. CoLEMAN ANDREWS 


Appointed to Board January 1951. 

Born in Richmond, Va. 

Founder in 1922, senior partner T. Coleman Andrews & Co., C. P. A.’s, Richmond 
and Roanoke, Va.; cofounder, 1948, partner Bowles, Andrews & Towne, 
actuaries, pension and insurance fund consultants, Richmond and Atlanta: 
cofounder, 1952, and partner Andrews & Howell, management engineers, 
Washington, New York City, Richmond, Va., Atlanta. 

Member of Board of Directors and Executive Committee, Panama Canal Company. 
Auditor public accounts Commonwealth of Virginia, 1931-33. 

Accounting member Virginia Public Utilities Rate Study Commission, 1933. 

Comptroller, director finance, executive secretary sinking fund commission. 

Director utilities business office, city of Richmond, 1938-40. . 

On * ee Fiscal Division, War Department, Office of Under Secretary of 

ar, 1. 

On staff Contract Renegotiation Office, Navy Department, Office Under Secre- 

tary of Navy, 1942. 
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Commissioner of Internal Revenue since 1953. 

Chief accountant and director of transportation, North African Economic Board, 
Algiers, 1943. 

Member (G-2) General Staff, 4th Marine Aircraft Wing, central Pacific area, 
1944-45, organizer, Ist dir. Corporation Audits Division, United States General 
Accounting Office, 1945-47. 

Member of board of trustees, Richmond Memorial Hospital. 

Member \ papoaee Institute of Accountants (vice president 1948-49, president 
1950-51). 

Member Committee on Foreign Affairs and Committee on Cooperation With 
Securities and Exchange Commission. 

Recipient 1947 award for outstanding service to accounting profession. 

American Society C. P. A.’s (treasurer, member board of directors 1927-28, 
delegate International Accounting Conference, Amsterdam, Holland, 1926). 


JoHN HEPBURN BLAFFER 


Appointed to Board February 1955. 

Born in Houston, Tex., and living there at present time. 

Attended Los Alamos School, Otowi, N. Mex., 1927-29. 

Choate School, Wallingford, Conn., 1929-33. 

University of Virginia 1933-36. 

United States Coast Guard and United States Navy, May 1942 to October 1945. 

Director and president of Blaffer Oil Co., Houston, Tex.; R. F. Blaffer & Co., 
Houston, Tex. 

Board chairman of Marine Gathering Co., Houston, Tex. 

Director of Texas National Bank, Reed Roller Bit Co., Walnut Hill Farms, Free- 
port National Bank, Benjamin Franklin Savings & Loan Association, and others. 


Rosert P. Burrovucus 


Appointed to Board, January 1955. 

Born in Manchester, N. H., and presently living there. 

A. B., Dartmouth, 1921; M. C. 8., Amos Tuck School of Business Administration 
and Finance, 1922. 

Shoe factory 1922-25; manager 1925-26. 

Life insurance business, 1927. 

President and Treasurer of R. P. Burroughs-Co. Inc., consultants of pension 
systems 

General agent, National Life Insurance Co. of Vermont, for New Hampshire 
and northeastern Massachusetts since 1938 

Trustee, Manchester Savings Bank 

Director, The Hitchener Co. 

First Lieutenant, Air Service, United States Army, 1918-19 

Director, National Association Boys Club of America 

President, Dartmouth College Alumni Association, 1950-51 

Secretary, Society Protection New Hampshire Forests 


RatepH HarLtaNn CAKE 


Appointed to Board, December 1953 

Born Portland, Oreg. 

Student, Portland Academy, 1906-09 

A. B., University of Oregon, 1913 

LL. B., Harvard University, 1916 

Admitted to Oregon bar, 1916 

Associated with Cake & Cake, 1916-38, becoming partner, 1923; partner Cake, 
Jaureguy & Tooze since 1938 

President, Equitable Savings and Loan Association 

President, United States Savings & Loan League, 1942-43 

Director, Equitable Savings and Ioan Association; Oregon-Portland Cement 
Co.; the Standard Insurance Co.; Commonwealth, Inc.; Joseph R. Gerber Co.; 
The Arcady Press; J. E. Haseltine Co. 

Past president, Portland Rose Festival Association, Multnomah Civic Stadium 
Association. 
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GLEN EpGAar EDGERTON 


Appointed to Board Oetober 1936 

Born in Parkerville, Kans. 

Managing director, Export-Import Bank 

B. 8., Kansas State College, 1904, C. E., 1916; B. S., United States Military 
Academy, 1908; graduate Engineer School, United States Army, 1910; honorary 
graduate Command and General Staff, 1924. , 

Lieutenant Corps of Engineers, United States Army, 1908, and advanced through 
the grades to Major General, 1942 

Assistant Engineer Panama Canal, 1908-09 

Chief engineer Alaska Road Commission, 1910-15 

Lieutenant Colonel 5th Engineers, colonel commanding 214th Engineers and 
division engineer 14th Division during World War 

District engineer, United States Engineer department, Jacksonville, Fla., 1919 

Director of sales, War Department, 1921-23. 

Chief engineer, Federal Power Commission, 1925-29. 

Assistant Professor of Engineering, United States Military Academy, 1930 

District engineer, United States Engineer Department, Rock Island, IIl., 1930-33 

Assistant to Chief of Engineers, United States Army, 1933-36 

Engineer of maintenance, Panama Canal, 1936—40 

Governor, Panama Canal, 1940-44 

Director of material, ASF, 1944—45 

Associate Administrator, War Assets Administration, 1946 

Director UNRRA in China, 1946-47 

President, Beach Erosion Board, Department of Army, 1948-49 

Executive Director, Commission on Renovation of Executive Mansion, Washing- 
ton, 1949-52 

Chairman, board of directors, Export-Import Bank, 1953, managing director since 
1953 

Decorated, Legion of Honor (France), Brilliant Star (China), Mexican Punitive 
Expedition and World War Campaign medals, Distinguished Service Medal, 
Legion of Merit (U. 8.), Polonia Restituta Krzyz Walecznych (Poland), Vasco 
de Nunez Balboa (Panama), Condor of Andes (Bolivia), Abdon Calderon 
(Ecuador), Commander Order of British Empire (Great Britain) 

Fellow Royal Geographical Society of London 


T. H. MAENNER 


Appointed to Board, July, 1954 

Born in Minnesota 

B. 8. in Architecture, Washington University, St. Louis, 1914 
Architect, St. Louis, 1914-17 

Captain World War I 

Real estate business, Omaha, 1919 to present 

Past president, Omaha Board of Realtors 

President, National Association of Real Estate Boards, 1949 
Former member, Nebraska Real Estate License Law Commission 
Member, building committee, Masonic Boys Home, 1948-51 
Chairman, Nebraska Power Co., 1944—46 

Director, Omaha Public Power District, 1948-50 

President, T. H. Maenner Co. (real estate) 

President, The Maenner Corp. 


JoHN W. Martyn 


Appointed to Board, April 1940 

Born in Washington, D. C. 

Secretary to Honorable John W. Weeks, Senator and Secretary of War 

34 years of continuous service in Office of Secretary of War and Secretary of 
Army. 

Appointed Administrative Assistant and Chief Clerk in December 1930 and is 
at present Administrative Assistant to Secretary of the Army. 

Medal of Merit, 1945. 
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Howarp C. PETERSEN 


Appointed to Board, December 1953 

Born in East Chicago, Ind. 

DePauw University, A. B., 1930; University of Michigan Law School, J. D., 1933. 
Received honorary LL. D. degree from DePauw in 1953. 

Associate of law firm of Cravath deGersdorff, Swaine and Wood (now Cravath, 
Swaine & Moore), New York, N. Y., 1933-41. ; 

Member of the National Emergency Committee of Military Training Camp 
Association. Was one of the principal drafters of the Burke-Wadsworth bill 
which became the Selective Service Act of 1940. Served in 1940 as counsel 
of committee appointed by President Roosevelt to draft initial regulations 
under the Selective Service Act. 

Assistant to Under Secretary of War Robert P. Patterson, January 1941. Execu- 
tive Assistant to the Under Secretary of War. Special Assistant to the Secre- 
tary of War, September 1945. 

The Assistant Secretary of War, December 1945. 

Medal for Merit, 1945, and Exceptional Civilian Service Award 

Executive vice president and director of Fidelity-Philadelphia Trust Co., 1947; 
president, 1950. 

United States delegation to an international conference in London with the 
Commonwealth Nations on the subject of extending most-favored-nation treat- 
ment to Japan during the period of United States military occupation, 1948 

Member of the Indiana and New York bars, the Association of the Bar of the 
City of New York, Council on Foreign Relations (N. Y.), Philadelphia Com- 
mittee on Foreign Relations 

Trustee, Temple University, University Museum, University of Pennsylvania, 
Committee on Economic Development 


CHARLES S. REED 


Appointed to Board, June 1954 

Born in western Nebraska 

A. B. and LL, B., University of Nebraska 
Assistant attorney general of Nebraska, 1921-22 
World War I veteran 

Past president of Omaha Chamber of Commerce 
President of Bank of Bellevue in Bellevue 
Treasurer of Omaha Crockery Co. 

Originator of the Wherry bill. 


JULIAN L. ScHLEY 


Appointed to Board, October 1928 

Born in Savannah, Ga. 

Graduate Lawrensville (N. J.) School, 1898, United States Military Academy, 
1903, Engineer School, United States Army, 1908 

Second lieutenant, Corps of Engineers, 1903; promoted through grades to colonel, 
1934; major general, 1937 

Instructor, United States Military Academy, 1909-12 

Assistant to Engineer Commissioner of District of Columbia, 1912-13 

Executive officer, Public Utilities Commission of District of Columbia, 1913-16 

Corps of Engineers, Fifth Corps, World War, 1917-18 

Director of purchases and member War Department Claims Board, 1919-21 

Assistant commandant and director of department, Engineer School, 1922-24 

In charge improvement of rivers and harbors in vicinity of New Orleans, 1916-17, 
Nashville, 1921-22, and Galveston, 1924-28 

Engineer of maintenance, Panama Canal, 1928-32 

Governor, Panama Canal, 1932-36 

Director, Panama Railroad Company since 1928, president, 1932-36 

Commandant, Engineer School, United States Army, Fort Belvoir, Va., 1936-37 

Major general, Chief of Engineers, United States Army, 1937—41, retired; recalled 
as director transportation, Office Coordinator Inter-American Affairs, to 1945; 
retired; executive director Baltimore City Aviation Commission, 1946 

Awarded Distinguished Service Medal 
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Joun §S. SeEYBOLD 


Appointed to Board, May 1952. 

Born in Topeka, Kans. 

Bachelor of science, United States Military Academy, 1920; bachelor of science 
in civil engineering, Rensselaer Polytechnic Institute, 1921 

Brigadier General 1951 __—- 

Military survey, Panama, 1922-25 

Assistant professor of military science and tactics, A & M College, Texas, 1928-33 

Chief, engineer division, Vicksburg Engineer District, 1933-38 

Chief, Procurement Division, Office of Chief of Engineers, 1938-43 

cote officer, chief supply engineer operations, north African theater, ETO, 

District engineer, Syracuse (N. Y.) engineer district, 1945-46, Baltimore engineer 
district, 1946-47, Garrison engineer district, Bismarck, N. Dak., 1947-50, 
South Pacific engineer division, San Francisco, 1950-51 

aa _— Engineers for Personnel, Office of Chief of Engineers, Washington, 

51-5 

Appointed Governor, Canal Zone, 1952; President, Panama Canal Company 
since 1952 

Decorated Legion of Merit, Bronze Star 

Member, American Society of Civil Engineers, American Society of Military 
Engineers 

Rosert T. STEVENS 


Appointed to Board, February 1953 

Born in Fanwood, N. J. 

Graduate Phillips Andover, 1917; B. A., Yale, 1921; D. C. 8., New York Univer- 
sity, 1950; L. H. D., Lafayette College, 1950; LL. D., Presbyterian College, 
1938; Doctor Textile Industries, Clemson College, 1951 

J. P. Stevens & Co., Inc., 1921 to present. Chairman of board since 1945 

Class B director, Federal Reserve Bank of New York, 1934-42; class C director 
and chairman since 1948 

Director, General Electric Co.; General Foods Corp.; N. Y. Telephone Co.; Alex- 
ander Smith, Inc.; Pan-American World Airways, Inc.; Whitney Chain Co., 
Hartford, Conn.; Owens-Corning Fiberglass Corp., Toledo 

Trustee, Mutual Life Insurance Co. of New York 

Secretary of the Army, Department of Defense, since January 1953 

Director American Cotton Manufacturers Institute, Inc. 

Second lieutenant, field artillery, during World War I; colonel, Office of Quarter- 
master General, World War II 

Awarded Medal, Legion of Merit, Distinguished Service Medal 

Member Staff National Recovery Administration, 1933 

Head textile section, National Defense Advisory Commission, 1940 

Appointed district coordinator of defense contract service, Office Production Man- 
agement for New York area, 1941 

Attended Command and General Staff School, Ft. Leavenworth, Kans., 1941 

Trustee, Roosevelt Hospital, New York, Rockefeller Foundation 

Member, Associaticn Cotton. Textile Merchants, director; United States Depart- 
ment of Commerce, Chairman, Advisory Council 


Mr. SHELLEY. They are appointed by whom? 

Governor SryBoup. The Secretary of the Army, and he, of course, 
is the stockholder of the Corporation. 

Mr. SHetxey. In furnishing the biographical sketch of the Board 
of Directors, you will state their appointments? 

Governor SreyBotp. Yes, 


LANGUAGE CHANGE 


_ Mr. Preston. Governor, will you address yourself to, the language 
change on page 203 and make a brief statement as to,the necessity 
for this change? 

Mr. Nose. Page 183? 

Mr. Preston. Two hundred and three. 
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Mr. Bow. Mr. Chairman, will you yield for a question of the 
Governor? 

Mr. Preston. Yes. 

Mr. Bow. Governor, I notice this copy of the report is marked for 
official use. 

Governor SEYBOLD. Yes. 

Mr. Bow. Has this been declassified? 

Governor SEYBOLD. Yes. 

Mr. Nosie. Page 203 of the committee print, Mr. Chairman: 

This paragraph would facilitate the consolidation of facilities on 
the Canal Zone where it is desirable. At the present time, for in- 
stance, when the consolidation of the hospital took place, it required 
specific legislation for the Navy to transfer to the Canal Zone Gov- 
ernment the Coco Solo Hospital. 

There are other facilities that perhaps could be combined, and this 
is general language that would permit the transfer of facilities into, 
or from, the Company or the Canal Zone Government, and between 
other agencies of the Government, to facilitate that operation with- 
out having to have specific legislation that the transfer take place. 

Mr. Preston. The language would enable you to have a more 
ficient operation, you feel? 

Governor SryBoup. That is correct. 

Mr. Preston. Are there any questions on the language? 

Mr. Bow. No questions. 

Mr. Preston. I notice there is some language on pages 202, 203, 
and 204, calling for deletions. What is the purpose of that. That is 
already permanent legislation? 

Mr. Nose. That is not required to be repeated. 

Mr. Preston. Gentlemen, that concludes the hearing unless there 
is something further? 

Mr. Nosie. Mr. Chairman, may I make one additional point to 
clarify the record: We are not asking for an appropriation for motor 
vehicles. They are in our budget program and will be financed from 
our own revenue, $650,000. We have only in the capital program 
$90,000 in the appropriation of the Canal Zone Government for the 
study of the transisthmian highway. We would require, however, 
a change in the language on page 183 of the committee print, which 
authorizes the purchase of passenger motor vehicles by the Company. 

That Janguage would have to be changed if the budget program 
for the procuring of the additional vehicles is approved so as to 
permit the increase, for acquisition rather than replacement, of 13 
additional passenger-carrying motor vehicles. The present language 
calls for 15 which are for replacement only. We would require 
|3 additional vehicles if the railroad is abandoned and we buy the 
$650,000 worth of equipment in the budget program. 

Mr. Preston. I believe we understand that item all right. 

If there are no other items which the members feel we should 
discuss before we conclude the hearing, I believe that is all. 

We thank you very much, Governor, for a very interesting 
presentation. 

Governor SryBoLp. And we appreciate your interest very much, 
Mr. Chairman. 


61922—.55—-— 55 





Turspay, May 3, 1955. 
StaTE MARINE SCHOOLS 


WITNESSES 


HON. ROBERT HALE, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MAINE 

HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MAINE 

HON. CHARLES P. NELSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MASSACHUSETTS 

HON. PAUL A. FINO, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF NEW YORK 

HON. DONALD W. NICHOLSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MASSACHUSETTS 

HON. CHARLES M. TEAGUE, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 

HON. JOHN F. BALDWIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 

RALPH LEVITT, REPRESENTING THE MAINE MARITIME ACADEMY 


Mr. Preston. The committee will please be in order. We have : 
number of Members of Congress present this morning, who ar 
interested in the State Maritime Academies. 

I believe Mr. Hale of Maine has been designated to make the initial 
statement on this subject, and we will be pleased to hear you ai this 
time, Mr. Hale. 

Mr. Hause. Thank you, Mr. Chairman. 

I am Robert Hale, representing the First District of Maine, an( 
I am here with my colleagues, Congressman Nelson and Congressmai 
McIntire. With us also is Ralph A. Leavitt, president of the boar 
of trustees of the Maine Maritime Academy. 

We are very much disturbed at the omission from the presen 
budget of any appropriation for the State maritime academies. W: 
hope very much that this committee will restore these funds to enabli 
the maritime academies to function. I do not see how they cai 
function without Federal assistance. 

Congressman McIntire has a prepared statement and I might sa 
that the Academy in Maine is physically in his district. 

Mr. Leavitt, who has appeared before this committee for many 
years in the past, represents not only the Maine Academy but & 
expressly deputed to represent here the California Academy as well 

I will not take the time of the committee, Mr. Chairman, but wil 
give way to Mr. McIntire. 

Mr. Preston. Thank you very much, Mr. Hale, for your statement 

Mr. McIntire, the committee will be very glad to have your state- 
ment at this time. 

Mr. McIntire. Thank you, Mr. Chairman. 

, For the record, my name is Clifford McIntire, representing tli 
Third Congressional District of Maine. 

It is truly disturbing to note that the budget for the fiscal yea! 
1956 deletes the $660,000 that is required and was provided in fisci! 
year 1955, for the maintenance and operation of the State Maritim 
Academies. 





ut is 
well 
; will 


nent. 
state- 


x the 


Vv eal 
fiseal 
‘itime 


863 


Ever since 1874, when the State Maritime Academy program was 
instituted by an act of Congress the Federal and State Governments 
have jointly participated in sustaining the program. Such participa- 
tion has, by virtue of its customary and unquestioned regularity, 
tended to take its place as one of our many American traditions. 

The State of Maine’s Maritime Academy is located at Castine, a 
community steeped in maritime history and having about it the 
atmosphere of the sea 

During fiscal 1955, there were 217 students enrolled at this ac ademy. 
Of this total 67 midshipmen paid their own expenses, and 150 had their 
expenses accommodated by Federal money at the rate of $275 for 
subsistence allowance and $200 for clothing and textbook allowances. 

Too, the Maine Academy received from the Federal Government for 
the same fiscal period the following sums: $22,500 for out-of-State 
training, $25,000 for expenses associated with the academy’s opera- 
tions, and $37,450 for ship repairs to the State of Maine the academy's 
training vessel. 

The termination of Federal participation in this program would 
mean that many of these students—those who would not complete 
their training this year—would be forced to abandon their pursuits of 
seamen training, and, while the loss to the individuals concerned would 
be of considerable consequence, the loss to the country as a whole in 
the form of reduced members of skilled sea hands would be even more 
profound. 

Because the State of Maine contributed, during fiseal 1955, the sum 
of $95,000 for the operation of its maritime academy, this as compared 
with a total of approximately $153,000 by the Federal Government, 
it can be readily deduced that Maine is—as are the other three States 
here concerned, making as it has in the past, a substantial contribution 
to a program that provides the Nation with a force of men who are 
trained in a function highly vital to its well-being. Maritime training, 
as it has functioned through the years, stands as a splendid tribute to 
the magnificent attainments which can be effected through a program 
of Federal-State cooperation. And to liquidate such a training pro- 
gram would be but to deny the Federal Government the advantage 
of obtaining the prime product of highly trained seamen at real 
bargain basement prices. 

The deletion of these funds from the current budget is, in effect, 
inconsistent with the congressional intent inherent in the basic academy 
legislation of 1874, and it has already caused considerable confusion 
in those States where maritime academies are located. Some of the 
States concerned have already, through their legislatures, appropriated 
money toward the operation of their academies for the fiscal 1956 
period, basing this action on the expectancy that the Federal Govern- 
ment would also—as it has in the past—contribute funds toward the 
program’s operation. 

In the State of Maine, where the legislature meets biennially, the 
current session is fast drawing to a close, and in view of the omission 
of funds for the Academies in the Federal budget, the State legis- 
lators are uncertain as to how best to proceed toward preserving the 
State maritime program. Available State funds would prove totally 
inadequate to sponsor a comprehensive program of maritime training, 
and it is broadly feared that, if Federal funds are not forthcoming, 
this training program will certainly perish. 
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It should be remembered that, in this day and age of swiftly de- 
veloping technological nautical innovations, seamen highly trained in 
up-to-date methods are vitally essential to an efficient operation of 
our country’s ships on the high seas. For instance, high pressure 
steam is increasingly being used to power our seagoing craft, and the 
use of such power requires the attention of our highly skilled ship 
engineers. Such men can be acquired only through a thorough pro- 
gram of maritime training. 

Too, we have been recently treated to the successful demonstration 
that a submarine, the Nautilus, can be driven through the waters by 
atomic energy. This strongly suggests the dawn of a new power era 
for oceangoing vessels, pointing out the type of highly skilled seaman 
that will in all probability be required to man our ships of tomorrow, 
and reminding us that training of our seamen must keep in step with 
our nautical technological advancements. 

Most important of all, perhaps, is the realization that such a mari- 
time training program provides our Nation with a moving supply of 
trained seamen who are equipped to man our ships in times of peace 
and peril. 

Through the operation of this program, trained seamen of all age 
brackets are made available for sea duty. Some of these become 
actively engaged in maritime service, while others contribute to a 
valuable reserve of skilled seamen. All of us are only too familiar 
with the superb contribution which these reserve elements made to 
our country’s endeavors during the desperate days of World War II. 
And we are once more reminded that, under such a system of seaman 
training, our country stands perpetually ready to meet any eventuality 
with relation to operations on the seas. 

It is interesting to observe that this system of seaman training is 
thoroughly in accord with our Nation’s policy as it is reflected in 
our selective-service program. And if, from a standpoint of national 
security, our selective-service program currently in effect has any 
merit, then, by the same token, so does our present system of maritime 
training. 

It should be remembered that our national defense cannot—if it 
is to have any real meaning—be a piecemeal proposition. It must, 
instead, be a comprehensive effort that knits together all the threads 
of our defense endeavors into a strong defense fabric. Our efforts 
must be coordinated on the land, in the air, and on the sea. 

Mr. Chairman, in the light of the substantial cgntribution that 
the State maritime training program has made—and continues to 
make—to our country’s well-being, we cannot, in harmony with 
vision, terminate such training at the State level under the mistaken 
theme of economy. Economy of this nature is utterly false in nature 
and would, if applied to other areas of our governmental operations, 
render our country impotent. 

Destiny has mantled us with the robe of leadership in a world torn 
with doubt and confusion. To play our role superbly, we must be 
possessed of strength. We cannot, however, make ourselves strong 
by sapping our vitality. 

Mr. Chairman, and members of this committee, as a representative 
of Maine’s Third District, a district wherein one of this country’s four 
State academies is located, I respectfully urge that this committee ac 
to restore the $660,000 sum that has been deleted from the budget 
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We must remember that we, as a country, cannot step out boldly and 
firmly into the waters of world uncertainty by crippling our sea legs. 

Mr. Preston. Thank you, Mr. McIntire, for your statement. 

Mr. McIntire. Thank you. 

Mr. Preston. The chairman would like to inquire at this time 
how many of those present desire to be heard on this subject? 

Mr. Haute. Mr. Chairman, Mr. Nelson is present and wishes to be 
heard. 

Mr. Preston. We will be very glad to hear you, Mr. Nelson. 

Mr. Nextson. Mr. Chairman, I do not wish to take up the time of 
the committee this morning but I want to heartily endorse what 
Congressman Hale and Congressman McIntire have said and to 
express the sincere hope that the committee will see fit to restore the 
Federal funds for the State maritime academies. 

Mr. Preston. Thank you, Mr. Nelson. 

Mr. Preston. Mr. Fino. 

Mr. Fino. Mr. Chairman, I am Congressman Paul A. Fino, repre- 
senting the 25th Congressional District of New York, within which 
is located the New York State Maritime College at Fort Schuyler. 

At the outset, | wish to thank the members of this subcommittee 
for granting me permission to testify before it. 

As you gentlemen know, the budget now before you for considera- 
tion carries no appropriations for our four State maritime schools. 
In previous budgets, these academies received together about $660,000 
which was used for ship repairs, out-of-State student tuition, and 
more importantly, for our Naval Reserve boys who get about $450 
per year for their maintenance. If this appropriation is not restored, 
it means that the New York State Maritime College will not receive 
$204,300—the amount appropriated last year and urgently requested 
in this new budget. The discontinuance of Federal aid to these 
schools would be an unwise, unfair, and unjust move which places 
not only Fort Schuyler, but the other three academies in a very 
grave position. 

Speaking specifically for Fort Schuyler Maritime College, we of 
New York State are proud of this school, which is the oldest in the 
United States. It was started in 1874 and for the past 30 years has 
been under State jurisdiction. During its 80 years of existence, the 
academy has turned out approximately 3,500 officers. 

This academy presents a full program leading to the degree of 
bachelor of marine engineering in 4 years, and to the bachelor’s degree 
in 5 years for the deck course. It has a student body of 525 at the 
institution, at the present time. 

Mr. Rooney. Will the distinguished gentleman yield at this point? 

Mr. Fino. Yes. 

Mr. Rooney. The gentleman should know that the Secretary of 
Commerce, Mr. Weeks, testified before this committee that of the 
four schools, the New York State school is by far the best. And it 
might interest the gentleman further to know that the Secretary of 
Commerce is taking full responsibility for refusing the $660,000 
appropriation for this purpose, and is in favor of closing the four 
State schools. 

_ Mr. Fro. I am fully aware of that, Congressman Rooney, and that 
is the reason why I am appealing to the members of this subcommittee. 
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These cadets receive the same maritime licenses, naval commissions, 
and are as morally committed to the American merchant marine as 
those boys who graduate from the United States Merchant Marine 
Academy at Kings Point, N. Y. About 500 graduates of our college 
served as commanding officers and chief engineers of Navy and 
merchant ships during the war. A much larger number of these 
graduates are serving in the merchant marine today. 

Funds for the State schools come from three sources; the respective 
States, the students themselves, and the Federal Government. 
The cost to the Federal Government is the small sum of $660,000 
each year. It has been reported that it costs the Federal Government 
about $3,000 per student per year to operate the Federal school at 
Kings Point, while the cost to the Federal Government is less than 
$700 per student per year for the State schools. New York State 
spends just under $1 million each year on this particular school. 

The responsibility for the maintenance of an American merchant 
marine is on the United States Government for two very important 
reasons. First, because the merchant marine is part and parcel of 
our national defense and secondly, because it is the duty of our 
Government to see that we have, at all times, a sufficient supply of 
highly trained and qualified officers capable of coordinating with, 
and integrating into, our Armed Forces not only in time of war but 
also in the efficient and economical operation of our vessels in times 
of peace. 

The Merchant Marine Act of 1936 was instrumental in spelling 
out a Federal policy with reference to our merchant marine in general. 
This policy declared Congress to be in favor of a merchant marine 
adequate for the needs of commerce and defense, which would be 
“manned with a trained and efficient citizen personnel.’ ‘To imple- 
ment this policy Congress created the Maritime Service, the duty of 
which was to carry out a training program under the jurisdiction of 
the Federal Maritime Commission. 

In establishing this policy, Congress recognized the extreme im- 
portance of the merchant marine to our national defense. The 
Maritime Service has been called our fourth arm of defense with 
ample justification. Our fighting forces would quickly be rendered 
ineffective without the integrated support of the merchant marine. 
By the same token, the merchant marine would be seriously hampered 
without an adequate supply of well-trained officers. We need the 
State academies to insure a continued supply of such trained personnel. 

One word of caution on a matter easily overlooked. Modern ships 
are a far cry from the sailing Clippers with which the United States 
became an important maritime Nation. The vessel of today i 
exceedingly complex, and is becoming increasingly more so. Where 
experience alone once sufficed, a thoroughly acs ademic training is now 
essential. This training program takes years. May I emphasize 
that now is the time for such training programs, and not after the 
Nation has been precipitated into a state of emergency. 

I am in receipt of a letter from Vice Adm. Carl T. Durgin, president 
of the New York State Maritime College, who says in part: 

If this appropriation bill should go through without any monetary aid for the 
State maritime school, a special hardship will fall on the cadets now in this schoo 
who have come here under the assumption that they could qualify for Feder® 


payments—payments, incidentally, which have been given to us steadily sinc 
1942. 
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Furthermore, since most of our students are in the low and middle class groups, 
the lack of Government assistance will be a devastating blow. For many of them, 
jt may mean having to drop out of college. Part of the reason for the financi: al 
distress is that at our school there is no time during which they may earn extra 
money. Each summer our boys are away at sea on a training cruise. There is 
no possibility of the boys w orking their way through college. It would be a blow 
to the State if the school had to be abandoned because of misguided Federal 
appropriations or false economy. 


While statistics might show that shipping under the American 
flag has declined considerably since the end of World War II, thereby 
reducing the need for seamen, both officer personnel and unlicense d 
men, the fact remains that with world conditions being as unstable 
as they are, the need for expansion of our merchant marine and fleet 
is ever increasing, and essential to our national defense. 

The fact that there might be current unemployment in the maritime 
field does not necessarily mean that we have to cut down on the output 
of our merchant-marine officers, anymore than there is a need to cut 
down on the number of lawyers, accountants, pharmacists, and other 
professionally educated and trained men because of ov ercrowding i in 
these particular fields. We certainly do not intend to cut down on 
our West Point candidates just because the Department of Defense 
proposes a cut in the size of our standing Army. 

Another argument often presented is that many of these men spend 
4 years at the various academies, receive a college education at public 
expense and after graduation never enter the active merchant marine; 
that this arrangement is not only inequitable but unfair to the tax- 
payer. First of all, I am sure that no taxpayer will resent a boy get- 
ting an education. Every State has and maintains, at the taxpayers’ 
expense, State universities and colleges for the benefit of its young 
citizens. As a matter of fact, education for all should be enc -ouraged, 
rather than discouraged. Sec ondly, these particular maritime officers, 
whether engaged in private industry or employed in their licensed 
capacities, are available at any time and their training and experience 

can be utilized at once by our Government aboard ships i in our national 
interest and defense. And even assuming that no national crisis 
required their services, what is wrong in giving a boy a fine maritime 
education? It strikes me as odd that we should suddenly become 
conscious-striken over the feelings of the taxpayer when we spend 
money for the education of our boys and yet try to justify our actions 


iwhen we subsidize our farmers, our public housing, foreign countries 


and other functions. What happens to our conscience then? Why 
should there be a difference when the education of our youth is far 
more important to the welfare of our country than many of our sub- 
sidized functions? 

In conclusion let me say that in view of the uncertain conditions 
extant throughout the world today, and in further view of the argu- 
ments presented herein, it seems foolhardy to diminish this phase of 
our continuing defense preparations. I insist that we do not wipe out 
these funds on which the State academies depend. The total amount 
of money required is very small—to be exact a little more than 1,000 
of 1 percent of our estimated 1956 budget. The benefit to the Nation 
is very great. Accordingly, I ask that you restore these funds for the 
State institutions and there by make a wise and safe investment in the 
youth of America. 
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I urge this committee to give favorable consideration to the restora- 
tion of the Federal funds. 

Mr. Rooney. Mr. Chairman, I should like to commend the gentle- 
man from New York, Mr. Fino, on his very commendable statement. 

I should also like to point out that Lloyd’s latest report indicates 
that the United States has dropped to the last place among the major 
shipbuilding nations of the world. During the last quarter of 1954, 
our country fell from sixth to tweltth place. On January 1, the gross 
tonnage on the ways in our private United States yards was less ‘than 
half of that on October 1 of last year. 

While American yards and their skilled wot: forces are suffering 
from lack of work, United States companies and their affiliates have 
seen fit to build large numbers of oceangoing vessels in the busy 
shipyards of foreign countries which have been rolling up substantial 
tonnage. 

As of last June, United States companies and their affiliates were 
building, or had on order, in foreign yards and for foreign registry, 
57 vessels totaling 888 687 gross tons, roughly four times the entire 
merchant ship tonnage which all our United States private yards 
had building or on order as of that date. 

During the last 12 months, increasing numbers of American mer- 
chant seamen have been beached. These Americans are jobless 
because of generally slow conditions in our shipping industry, the 
transfer of more than 130 ships to foreign flags and the construction 
of new vessels for foreign-flag operation. 

On January 1, according to the Maritime Administration, our 
merchant fleet offered 58,800 beths. This was 7,550 fewer than a 
year earlier. Unemployment rose and union waiting lists reflect the 
sad state of the Nation’s seagoing force, said the New York Times. 
According to this newspaper, the A. F. of L. Masters, Mates, and 
Pilots, report only one-third of 12,000 members at sea. This union 
supplies deck officers for virtually all of the Nation’s deep-sea ship- 
ping. The other unions of seagoing workers report longer than usual 
waits for jobs. 

The foregoing information was contained in a statement inserted 
in the Congressional Record yesterday by the distinguished Senator 
from Maine, Senator Payne. It was made by James A. Brownlow, 
president of the American Federation of Labor Metal Trades Depart- 
ment. Mr. Brownlow further stated: 

We must keep our American corporation-controlled ship construction work in 
our American yards. We must see to it that American-owned vessels operate 


under the American flag. Effective action to solve these problems must be taken 
promptly by the 84th Congress. 


Mr. Chairman, I feel that the Eisenhower administration’s deletion 
of this $660,000 from the 1956 budget, for these four State marine 
schools is a step which will further hurt the sick condition of the 
industry. It will be a further blow to it; it will lower our morale, 
and put us, instead of 12th place probably in 20th place, so far as 
ship construction is concerned, and so far as maritime employment 
is concerned. 

Mr. Preston. Congressman Nicholson, do you have a statement 
you wish to make to the committee? 

Mr. Nicuotson. Mr. Chairman, I do not want to prolong the 
hearing too much but I understand that Sinclair Weeks said that the 
Academy in my State was the worst of them all. 
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Mr. Rooney. He did say that, I will say to the gentleman. 

Mr. NicHouson. I want to say that Mr. Weeks is out of step with 
the feelings of the people of the State of Massachusetts because some 
28 years ago, we had a Governor who probably got seasick and went 
down to Boston, and he attempted to do away with the maritime 
school, and he did not get to first base. As a matter of fact, the legis- 
lature appropriated $2 million to give them better quarters. 

Now, if, as has been pointed out, especially by the gentleman from 
New York, both of them for that matter—of course, one of them did 
not know where Menemsha was, one of the greatest academies in the 
United States—— 

Mr. Tooney (interposing). May I say to the gentleman that I 
learned where it was some years back when the distinguished gentle- 
man had an amendment to a civil functions appropriation bill, which 
was then on the floor and I found out that the gentleman could spell 
Menemsha Creek. 

Mr. Nicnouson. I might say, Mr. Chairman, that I was not 
delegated to come down here by the Massachusetts delegation, but 
I am pretty sure that every member of the Massachusetts delegation 
is in favor of putting this amount back in the appropriation bill, and 
as a matter of fact, I was talking to Mr. McCormack day before 
yesterday and he instructed me to tell the committee that he is very 
much in favor of putting this back. 

Mr. Preston. Thank you very much, Mr. Nicholson. 

Mr. NicnHotson. Thank you. 

Mr. Preston. Mr. Baldwin. 

Mr. Bautpwin. Mr. Chairman, I understand that Mr. Teague who 
is also here has another committee meeting, and, with your permission, 
| would like for us to hear him first. 

Mr. Preston. We will be very glad to hear you, Mr. Teague. 

Mr. Teacusr. Thank you, Mr. Chairman. 

I am representing the 13th District of California and I want to 
thank you for the opportunity to appear. 

I would like to associate myself with the remarks which have been 
made and which will be made, and also with the remarks of the gentle- 
man from New York. 

I do not have a maritime academy in my district but I do have 
nearly 400 miles of coastline, many harbors, so that this program, in 
my opinion, is most worth while, and I sincerely hope and urge that 
the committee will decide to restore the full cut. 

Mr. Preston. Mr. Baldwin. 

Mr. Baupwin. Mr. Chairman, I am John F. Baldwin, representing 
the Sixth District of the State of California, and located in that district 
is the California Maritime Academy, the only State academy located 
on the west coast. 

The California academy was established in 1929 under the general 
basic statute, the Federal law of 1874, which provided for assistance 
to the States and it has received Federal assistance each year from 
the time of its establishment. 

[ might say that this year the California academy telephoned the 
Maritime Administrator on December 10 to verify that the Maritime 
Administrator intended to recommend the sum of $660,000 to the 
Federal budget. 
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And the Maritime Administrator informed the California academy 
on December 10, 1954, that those funds would be recommended, and 
they then proceeded to submit the budget to the State on that basis: 
that is, the California academy proceeded to submit their budget to 
the State of California, on the basis that Federal funds would be 
available. 

Now, the California Academy finds itself in the position that the 
recommendation to the State was on the basis that the Federal funds 
will be available, and if, for any reason the Federal funds are not to 
be available, the California Academy would not be able to operate this 
coming fiscal year. 

I would like to state, Mr. Chairman, that we feel very strongly 
that since these academies do provide naval scientific training that the 
Federal appropriation as has been made in the past years is very much 
in order; it recognizes the fact that there is a Federal relationship, that 
special training is given at the academies. 

We also feel that the national defense is such that it is essential 
that we turn out each year trained officers, who will be trained and 
ready for an emergency as merchant marine officers. This training 
program is most essential. And certainly we all recognize the fact 
that in our other types of training, we do not stop simply because we 
are not at war. We do not do that at the Naval Academy. The same 
thing is true, I think, with the training of maritime officers. 

If we go on the theory that we will stop all maritime training, since 
we are at peace, we can easily see that the maritime industry, as 
Representative Rooney has already pointed out, would be just in 
further trouble. We may need it 2 months, or 5 months, or 10 months, 
from now. And certainly we are not going to be prepared for an emer- 
gency if we just say we can close our eyes, and put our heads into the 
sand like an ostrich and just forget about this. When we have an 
emergency we will find ourselves with no trained men. The fact that 
we have men trained who are in the older ages would not be any more 
of a solution to this situation than to say today that we have plenty of 
Reserve officers from World War II who could fight a war. 

There are those who have been trained but they may not be avail- 
able for the job that has to be done; and I think that is exactly the 
situation that can be applied to maritime officers. 

Right now, we are providing Federal aid to education, and for agri- 
culture, even though we recognize the fact that right now there has 
been a movement from the farms to the city, but we do not stop aid to 
agricultural schools and other programs for that reason. 

We are providing Federal aid to high schools, in Federal impacted 
areas; there are 2 schools in 1 county, in my district, where over 
$400,000 has been made available to those schools because it is a 
F ederal-impac ted area. 

We do not terminate that assistance just because right now we feel 
there is an urgency in the economy of the Federal Government. We 
recognize it and continue it. In fact, the administration is recom- 
mending $200 million be made available for direct Federal aid to 
schools. If that is the case, it certainly would seem to me that we 
should first give recognition to the programs that we have in existence 
today, that have been found valuable, and have been found beneficial 
to the Federal Government; certainly we should continue those 
programs. 
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So I would like to join with my colleagues here, Mr. Chairman, and 
say that we feel it is most vital that these funds be restored, and I 
hope very much that the committee will see fit to do so. 

Mr. Preston. Thank you, Mr. Baldwin. 

Does any other Member of Congress desire to make a statement? 

Mr. Hate. May the committee hear Mr. Levitt briefly, Mr. 
Chairman? 

Mr. Preston. Yes. 

Mr. Levirr. Mr. Chairman, my name is Ralph Levitt, representing 
the Maine Maritime Academy. 

I have a letter also from R. D. Sweeney, chairman of the board of 
governors of the California Maritime Academy. He asked me if |] 
would read his statement, a statement here at this meeting repre- 
senting California. 

It seems to me that in the years past, I have come here almost alone 
with my Congressmen, Mr. McIntire, and Mr. Hale, but outside of 
that, I have not had people from California and from New York and 
Massachusetts. 

I am very happy that they are here today and I feel that they have 
covered the subject completely and entirely, and they have expressed 
my thoughts, and I think whatever I might say to you would be 
repetitious, because I do think they have covered it. 

Mr. Preston. That is the difficulty of having a lot of witnesses 
speaking on the same subject. 

Mr. Rooney., But this is a very;good statement, the kind of state- 
ment we like. 

Mr. Preston. Oh, yes. 

Mr. Levirr. So I would like very much, instead of making the 
statement, reading this letter of Mr. Sweeney, I would like to have 
your permission to have it extended in the record, instead of reading 
it to you. 

Mr. Preston. Very well. 

(The letter referred to follows:) 


Crists—CaLIFORNIA MaritiMe AcapEeMy AcTION NEEDE! 


The California Maritime Academy is an educational ins stitutio 
California and is located near Vallejo, Calif., on aay Franci 
founded by an act of the State legislature enacted in 1929. 

The purpose of the academy is to train and edueate young n f 
increasing technical and difficult profession of a merchant mari officer 
the only educational institution west of the Atlantic coast devoted exclusin ake i 
the teaching of nautical sciences and marine engineering so as to affor 1 within its 
confines all instruction necessary for a well qualified merchant marine officer. 

Kach graduate receives a bachelor of science degree an a upon passing the 
required Coast Guard examination (which they all do) also receives either a license 
as a third mate or a third engineer officer, dependin: upon whieh braneh the 
graduate has chosen. These graduates who can pass the required physical 
exa'nination “~" receive a commission as an ensign in the United States Naval 
Reserve. The Navy Department maintains naval personnel at the academy for 
the purpose of instructing the students in allied naval sciences. 

The Academy and its graduates have an excellent standing and reputation with 
the maritime and shipping industry, the Propeller Club, American Legion, and 
other civic organizations. 

Excellent and similar maritime academies are maintained by the States of New 
York (founded 1874), Massachusetts (founded 1888) and Maine (founded 1941). 

These academies fulfill a great need to private industry and in the educational, 
economic, national, and international life of this country, and students are accepted 
from any State in the Union. 
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Congress in its great wisdom and foresight enacted a law in 1874 which as 
amended has ever since been an honored law of this Nation (34 U. 8S. C. A. 
1121-1130) and which basically empowers and authorizes the Federal Govern- 
ment, in order to promote nautical education 

(a) To furnish a State a suitable vesse] to be used for the benefit of any nautical 
school established in certain named ports upon condition that there shall be main- 
tained a school for the instruction of youths in navigation, marine engineering, 
and all matters pertaining to the proper construction, equipment and sailing of 
vessels or any particular branch thereof; 

(6) To repair or recondition and equip said vessel; 

(c) To detail naval officers as instructors to said schools. 

The Federal law authorizes the appropriation of $50,000 annually by the Federal 
Government to each such State school for the purpose of aiding in the maintenance 
and support of such nautical school. Of this $50,000, up to $25,000 thereof is 
to be paid to each State if it admits students who are residents of other States, 
said payment to be on a per capita cost basis. 

In full reliance and solely upon this Federal law and with the right to believe 
that the Government would abide by its own word as solemnly expressed in 
this law, the maritime academies were founded by the above four States and 
which States in continued reliance thereon have each expended millions of dollars 
in maintaining these academies year after year and in the construction of facilities 
and buildings. At the California Maritime Academy, right at this moment, we 
are just completing 2 new buildings at the sole cost to the State of approximately 
$750,000. 

These four States have fulfilled all of the conditions of the Federal law entitling 
them to this aid which, because of the permanent character of the academies, is 
of a continuing nature. 

Each year the Federal Government, except as hereinafter set forth, pursuant 
to said law, has furnished and still furnishes each of said States a ship and pays 
the annual overhaul thereof, which is paid direct by the Government to the 
private shipyard which performs the work. Each State provides the cost of 
and performs the usual routine maintenance and repair of these vessels which 
are kept in excellent operating condition and which otherwise would be rotting 
at anchor. Title to these ships remains vested in the United States. 

Each year the Federal Government has appropriated and paid to each State 
the sum of $25,000 as authorized in said law and also the proportionate part of 
the additional $25,000, depending upon the number of out-of-State students and 
the per capita costs and also money toward subsistence, and an annual allowance 
of $200 each for uniforms and textbooks for a certain limited number of students. 

This long course of conduct between the Federal Government and the States 
having maritime academies has construed the Federal law and the intent of the 
parties and has permitted each State to rely upon this aid. 

For the fiseal year which ends June 30, 1955, the Federal Government with 
respect to the California Maritime Academy, appropriated and will pay: 


Annual overhaul of ship_--- m a Sel toL. WO ee 
Annual grant s Bye ne ple Ah IK: 8: 25, 000 
Toward subsistence _ __ ee ee So ES eh TW aN TORE 22, 675 


Total__ ih as , 85, 125 


The annual uniform and testbook allowances of $200 each to a limited number 
of students which is paid direct to the student will amount to about $20,000. 

The total annual appropriation of all money by the Federal Government, 
with respect to all 4 State academies for the fiscal year ending June 30, 1955, is 
$660,000 which, I believe, is the same amount appropriated in the several previous 
years. There are a total of about 1,100 students in the 4 State academies, which 
is an annual cost to the Federal Government of about $600 per student, and this 
includes the costs of repairs by the Government to its own ship. 

The inclusion of the above funds in the Federal budget for many years last 
past has been under and is the duty of the maritime administration of the Depart- 
ment of Commerce. Each year is has been included. 

Suddenly, and without any notice or warniug to the State academies, and for 
the first time that memory of man runneth not to the contrary, including depres- 
sion years, and in complete disregard of the intent of Congress as expressed in 
its laws, the annual grants were entirely eliminated from the present Federal 
budget now under consideration by Congress. 

Each year the State academies, as a matter of course and to be sure we are not 
forgotten, inquire of the Maritime Administration if the money for the State 
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academies has been included in its budget. This we did this year on December 
10, 1954, and were informed that the same amount, $660,000, for the State 
academies was in the budget as was in last year. 

You can imagine our astonishment, indignation, and despair when we were 
infor ned for the first time by reading in the newspapers that the appropriations 
for the State academies had been eliminated from the President’s budget and 
there were inferences that the President himself had done the eliminating. Of 
course, no President knows the detail of every item in the budget, and it is not 
fair to place the stigma upon him of doing something contrary to the intent of 
Congress and its laws and of participating in misleading the States. 

Oh January 26, 1955, I telephoned Mr. Louis 8. Rothschild, the then Maritime 
Administrator, and he affirmed that the appropriation was in the budget when we 
inquired on December 10, 1954, but had been later taken out. He stated he was 
not at liberty to say why or by whom. He did say that he would have no objec- 
tion whatsoever to have the appropriation restored to the budget and would not 
oppose atiy action by the State academies in so doing. He suggested that we 
request our representatives in Congress to restore it to the budget. 

If the appropriation of the $660,000 were in the budget, it would undoubtedly 
have passed without question. The Department of Commerce cut it out of the 
budget. The Department of Commerce now says it has no objection to its 
restoration. Hence, restoration should be simple with no Government opposition. 

The Federal Government maintains a maritime academy at Kings Point, N. Y., 
for the purpose of training merchant marine officers. This was started as a war 
emergency but was not stopped when the war was over. It is the only federally 
owned, completely supported, controlled, and operated school in existence in the 
United States which educates students for private industry. The American 
merchant marine is a private industry. The next step will be for the Government 
to start colleges for training doctors, lawyers, engineers, and so forth, simply 
because they are necessary in time of war. However, the constitutionality of 
Kings Point is another story. The reason I mention it here is because in the 
Federal budget under consideration, I am informed there is an appropriation of 
$2,085,000 for Kings Point. I am also informed that there were about 690 
students at Kings Point last year, which would mean a direct annual expenditure 
by the Government of about $3,000 per student. The indirect costs of Kings 
Point are unknown. Kings Point costs the Government $3,000 per student per 
vear as against a cost of $600 per vear per student at the State academies. 

Obviously it costs the Federal Government far less to support the State 
academies and, hence, we were not cut out of the budget for economic reasons. 

Why, then, was the appropriation for State academies eliminated from the 
budget? 

On November 5, 1953, Louis 8. Rothschild, the then Maritime Administrator, 
wrote Gov. Goodwin J. Knight of the State of California as follows: 

‘When Secretary Weeks wrote you a short while ago to make an appointment 
with vou for me for the purpose of discussing problems concerning maritime 
training programs common to both the State of California and the United States, 
it Was our intention to pursue with you an arrangement whereby the participation 
of the United States in your program would be substantially reduced or perhaps 
entirely omitted. 

“A further look at the records now leads us to believe, however, that: (1) edu- 
cation is primarily a State rather than a Federal function; (2) training obtained 
from the State academies is generally equal to, if not superior to, that provided 
at Kings Point; (3) graduates of the State academies have been educated at a 
lesser cost that those federally educated. 

“Our present thinking is pointed, therefore, toward the total withdrawal of the 
Government from this field providing satisfactory arrangements for the training 
of merchant marine officers in numbers sufficient to meet the country’s need can 
be made with California and the three other States which have training facilities. 

‘Preliminary exploratory conversations have been held with officials of Maine 
and Massachusetts and are scheduled with New York State officials.” 

The letter then requests a meeting of representatives of the four States in 
Washington, November 23, 1953, with Mr. Rothschild. 

In preparation of this conference Mr. Rothschild again, on November 10, 1953, 
wrote Governor Knight and stated in part, as follows: 

“Your people might want to be thinking meanwhile about our general plan 
which looks toward the elimination of the Merchant Marine Academy at Kings 
Point, New York, as of the end of this scholastic year, in exchange for which the 
State marine academies would undertake to do the whole training job at the officer 
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level. The Federal Government would, of course, continue to furnish the States 
with training ships and their upkeep. In addition thereto, the Navy would 
furnish enough personnel to continue military tactics training. 

“The obligation to the boys now enrolled in the Kings Point Academy would 
be met by allowing them to complete their courses of 3, 2 or 1 years at the State 
academy best suited to their choice and possible of taking on these additional 
students. The Federal Government would expect to reimburse the States on 
an equitable basis for this service.” 

Representatives of the four States met with Mr. Rothschild on November 10, 
1953. I was there for the State of California. We told Mr. Rothschild that the 
State academies would take over the then student body at Kings Point and the 
whole merchant marine officer-training program as he requested. The matter, 
including costs, was gone into in detail. 

We never heard another word from Mr. Rothschild concerning this and the 
next thing that happened was that a bill was introduced in Congress to perpetuate 
Kings Point, which bill is still pending. 

Mr. Rothschild’s statements to Governor Knight are not only correct, but 
they are sound and he is to be complimented in his conclusions. 

The only reason I can see why the appropriations for the State academies 
were left out of the budget this year by the Maritime Administration was to 
intensify before Congress the great and increased costs to the Federal Govern- 
ment in maintaining Kings Point which is not a proper Federal function as 
compared with the cost to the Government of aid to State academies. I further 
believe it was that this intensification would be due to the four States taking 
the matter of the appropriations to Congress in such a letter as this. I believe 
that the Maritime Administration did not eliminate this appropriation with 
malice aforethought, but in the belief that Congress in its wisdom would restore 
the appropriation and in doing so would see the fallacy of Kings Point. 

The State academies do not mind being guinea pigs if our life is not snuffed out. 

Our plight at the California Maritime Academy is very serious. We operate 
on a very tight budget. We have already prepared and submitted to the State 
legislature now in session our budget for the year commencing July 1, 1955 
This was prepared with the expectation of the usual Federal aid which had been 
fortheoming for years. 

Under our budget as submitted and without the usual Federal aid, the Cali- 
fornia Maritime Academy cannot operate for the fiscal year starting July 1, 1955 

We have kept faith with the Federal Government—we have fulfilled the con- 
ditions on our part to be performed under the Federal law entitling us to this aid. 

If the appropriations are not restored to the budget for State academies, we 
feel that the Federal Government has not kept faith with us and our youth. It 
is needless to state the results which follow from such procedure. 

As our chosen representatives, who are our only salvation from wrongful gov- 
ernmental acts, we urgently request your assistance in getting the appropriation 
for State maritime academies restored to the budget. 

Not only is our academy endangered, but so also is the soundest principle of 
good government— integrity and fairness in its dealings with its citizens. 

This is a long letter, but the case is a hard one and even more could be said. 

Your help is anxiously awaited. 

Sincerely yours, 
R. D. SWEENEY, 
Chairman, Board of Governors, California Maritime Academy. 


Mr. Levitt. I prepared a small statement relative to Maine, 
California, and Massachusetts having State schools, which I hope 
may be made a part of the record. 

Mr. Preston. May I see it? 

Mr. Levirr. Yes; and, fourth, but not to go into the record, but 
I would like to have it in your files, a catalog of our school which | 
think shows that it is one of the oldest—which is perhaps not one of 
the oldest, or the largest, but we submit that perhaps it is one of the 
leading schools in the country in many respects, and we still say 
up in Maine that we turn out as good students as any in the country. 
Of course, California makes the same boast. 
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There is no argument in any of the schools that they are doing a 
good job, Mr. Chairman. And all we need, despite the fact that we 
are planning, we need about 1,800 new officers each year. These 
schools, Kings Point and the 4 State academies, are turning out 450, 
to take up this attrition of 1,800 which is the normal attrition in 
maritime marine, and therefore we do not feel that these schools are 
overloaded, and we also feel that for this $660,000 we are getting 
1,100 new, additional officers, over and above what it takes at Kings 
Point, which are greatly needed, and we think that we are getting 
them at.such a low price that we cannot afford not to take them. 

Mr. Preston. Thank you very much, Mr. Levitt. 

Mr. Levirr. Thank you. 

Mr. Preston. Thank you, gentlemen, for coming before the com- 
mittee this morning and giving us the benefit of your statements. 

Mr. Hate. Thank you, Mr. Chairman. 


Turspay, May 3, 1955. 
MARITIME TRAINING 


WITNESS 


JAMES J. MURPHY, NATIONAL PRESIDENT ALUMNI ASSOCIATION, 
UNITED STATES MERCHANT MARINE CADET CORPS 


Mr. Preston. Mr. Murphy, do you have a prepared statement? 
Mr. Murpuy. Yes, Mr. Chairman. 

Mr. Preston. Would you like to submit it for the record? 

Mr. Murpuy. I have prepared just a short statement, which will 


only take a short time to present. 

Mr. Chairman and Representatives, we appreciate your indulgence 
in‘ hearing our testimony in behalf of the United States Merchant 
Marine Academy and wish to take this opportunity to thank you and 
your committee for giving us the privilege of attending this hearing. 

We can’t help but think that a great new era is opening up in the 
maritime industry. The President’s announcement of the use of an 
atomic merchant vessel heralded the dawn of this era. We are 
fortunate that the United States Merchant Marine Academy at 
Kings Point has preceded this era by virtue of the fact that they are 
teaching a course that provides an introduction to atomic and nuclear 
physics including the structure and energy levels of the atom, nuclear 
particles, and the mechanics and energetics of the nuclear reaction. 
Brief descriptions are given of accelerators, counting instruments and 
radiation techniques together with a résumé of the application of 
nucleonics. Consequently, when the new atomic vessel goes down 
the ways, we can presume that the most logical source of officer 
material will be graduates of the United States Merchant Marine 
Academy at Kings Point. In 1931 it was recognized that merchant- 
marine training was a Federal responsibility. In 1936 the Congress 
of the United States passed the Merchant Marine Act which estab- 
lished among other things the United States Merchant Marine Cadet 
Corps. In the preamble to this act, it was mandated that there should 
be developed a merchant marine manned with a trained and efficient 
citizen personnel. The importance of this decision, can best be 
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illustrated by the fact that the first class of the Academy was grad- 
uated before the beginning of World War II. We are all aware of 
the great growth of our merchant marine during that war. Suffice 
it to say that a large portion of vessels afloat were manned by grad- 
uates of the United States Merchant Marine Academy during that 
great conflict. 

With the return to what may be called peacetime operation, we 
still find the United States Merchant Marine Academy serving its 
function and producing a highly qualified and well-trained officer. 
He is prepared for the present and trained for the future. 

To insure the proper application of the moneys expended for train- 
ing at the United States Merchant Marine Academy, each year since 
the Academy’s inception at Kings Point, congressional Boards of 
Visitors have been assigned to the Academy to study its operation, 
curriculum, and so forth, with the objective of advising the Academy. 
Every report of these congressional boards has without exception 
been most laudatory. 

It is my firm conviction that it is the intent of the 84th Congress, 
this session, to see that the appropriations as requested are made 
available to the United States Merchant Marine Academy. In 
summation, may I earnestly request the support of this committee to 
approve the appropriation for the United States Merchant Marine 
Academy, that by this approval, it will not only strengthen the strik- 
ing force of the United States in time of emergency, but you will 
insure the continuous growth of this great country by its active 
participation in the commerce of the world. 

Mr. Preston. Thank you very much, Mr. Murphy. 

Mr. Bow. Will the gentleman yield? 

Mr. Preston. Yes. 

Mr. Bow. I would like to say to the gentleman who testified that 
I have had occasion from time to time to talk to captains of our ships, 
the steamship United States and others, and I have made inquiry 
about their performance of the graduates of Kings Point, and in each 
instance there has been the highest praise of the officers who have 
come from Kings Point to our merchant marine, not only on the 
steamship United States but other ships that I have been on, I not 
only have made it a point to inquire about their performance but have 
also talked to some of the graduates from Kings Point. They: are 
doing a fine job. 

I think they and the Academy should be commended for the work 
they are doing. 

Mr. Murpuy. Thank you very kindly. It is very generous of you. 


STaTE MARINE SCHOOLS 


WITNESS 


REAR ADMIRAL E. R. GLOSTIN, (RETIRED), REPRESENTING THE 
ALUMNI ASSOCIATION OF THE NEW YORK STATE MARITIME 
COLLEGE 


Mr. Preston. Admiral Glostin, we will be glad to hear you at this 
time. 

Admiral Guiostin. Mr. Chairman and members of the committee, 
I have a prepared statement which I shall read and then I shall be 
glad to answer any questions you may have. 





The Alumni Association, New York State Maritime College, wishes 
to go on record to the Committee on Appropriations, 84th Congress 
as follows: The appropriations for the various maritime institutions 
for professional training of merchant-marine officers deleted from the 
budget for the fiscal year 1955-56 be reinstated. 

This association is in agreement with President Eisenhower when 
he advocates that education be left in the hands of the respective 
States. Where moneys or appropriations support education for the 
United States merchant marine, we feel that the education obtained is 
primarily for private industry and not necessarily for the Federal 
Government, as is the case with the Military Academy, the Naval 
Academy, and the Coast Guard Academy. Any function of a mari- 
time school which leads to a commission in the United States Naval 
Reserve is entirely secondary to the main purpose of that institution, 

If the appropriations to the various State schools are curtailed they 
not only lose funds which the Federal Government has seen fit to 
allocate in the past, but it puts these schools in an unfair competitive 
position with a Federal school in order to obtain students of that 
caliber required by our country’s private maritime industry. 

The Alumni Association, New York State Maritime College, in 
particular, is concerned because it feels that we may ultimately see 
our school jeopardized after more than 80 years consecrated to the 
training of merchant officers. The New York State Maritime College, 
originating in 1874, is the oldest institution of its kind in our country. 

It is a point of great pride to our alumni association to indicate to 
this committee that during the eighty-odd years of its establishment 
it has turned out many leaders in the maritime field and that field 
directly associated with the maritime. The Jist is multiple. We 
mention just a few, taking them in chronological sequence. 

Ross Marvin ’03: A direct associate of Admiral Perry at the time of 
the discovery of the North Pole. 

Lewis L. Smith ’03: Recently retired president of Merritt-Chapman 
& Scott Corp. 

Hobart C. Ramsey ’08: Chairman of the board Worthington Corp. 

John I. Spooner ’08: President, Allen N. Spooner & Son, Inc. 

Rear Adm. Harry Manning, USMS, ’14: The first commanding 
officer of the steamship United States. 

Commodore John W. Anderson ’15: The present commanding officer 
of the steamship United States. 

Rear Adm. George Wauchope, USNR, ’18: Executive vice president 
Farrell Lines. 

The Honorable George M. Bragaline, 1924: New York State com- 
missioner of taxation and finance. 

The many who have achieved success as master or chief engineer 
of past and present American merchant vessels for which they were 
trained. 

We feel that the present day graduates, instilled with the high 
quality of instruction by our college, will produce even finer officers 
of the future and greater leaders of the maritime industry. 

This statement is signed by Capt. W. R. Lawrence, president of 
the Alumni Association of the New York State Maritime College, 
and myself. 

Mr. Preston. Thank you very much, Admiral. 


61922—55 
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STtaTE MARINE SCHOOLS 


WITNESS 


ARTHUR C. SULLIVAN, CHAIRMAN, BOARD OF COMMISSIONERS, 
MASSACHUSETTS MARITIME ACADEMY 


The next witness is Mr. Arthur C. Sullivan. 

Mr. Sutztivan. Mr. Chairman and members of the committee: 

For the purpose of identification I wish to advise that I am Arthur 
C. Sullivan, a resident of Lowell, Mass., which makes me one of the 
citizens who is represented in this Congress and in many previous 
Congresses by Congresswoman Edith Nourse Rogers and previously 
by her husband. 

I am here in my capacity as chairman of the board of commissioners 
of the Massachusetts Maritime Academy. I am not a.graduate of the 
academy but am chairman of the board of commissioners as a result of 
civic interests. 

Presently we are preparing to graduate the 111th group of young 
men who have received their education at this academy during a 
period of approximately 65 years. During all of this period there has 
been a cooperative arrangement with the Federal Government. It is 
with the hope that this arrangement will not be terminated that 
I address you gentlemen today. 

When I was advised by your executive secretary, Mr. Pope, of this 
opportunity to appear before this committee, I gave serious thought 
as to which of the many factors related to this problem I should 
address myself within the time allotted to me. 

In an examination of copies of the numerous letters and communica- 
tions which have been furnished to you and other Members of Con- 
gress, I feel there have been many cumulative facts and figures which 
relate to— 

First, the economics of the situation and the savings which can re- 
sult from the furtherance of the cooperative arrangement in which the 
States and Federal Government have participated during the past 80 
years, more or less, so I shall not repeat. 

Second, the fairness and equity of the discontinuance of this co- 
operative arrangement has also been well explained by the corre- 
spondence and by other witnesses today or during these hearings. 

Third, the need for maritime education under the guidance and 
supervision of the Federal Government is best evidenced by the action 
taken during the 83d Congress, 2d session, in the House under H. R. 
9434, in which the permanent status of Kings Point was recommended. 

I will take the time assigned to me today to discuss what appears 
to me to be a new economic or legislative philosophy which has 
occasioned the desire to abandon the cooperative educational pro- 
gram under which the States and Federal Government have provided 
facilities for the training of young men for service at sea during wal 
and peace. 

I have outlined the general background in a memorandum which 
was prepared for the Massachusetts Congressional Delegation and 
which later was made available for all Members of Congress through 
the generous kindness of Hon. John W. McCormack at page A1526 
of volume 101 of the Congressional Record, Washington, March 8, 
1955, headed, “Extension of Remarks of Hon. John W. McCormack 
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of Massachusetts, Tuesday, March 8, 1955, Memorandum Prepared 
for the Massachusetts Congressional Delegation.”’ 

The State maritime colleges or academies must be considered in 
their broad aspect, namely— 

(1) These colleges are colleges authorized to grant B. S. degrees, 
as are other colleges in these States, whether private or public. 
They are 4 in all from a group of over 1,700 colleges in the United 
States. These four colleges are established and maintained by funds 
provided other than by the Federal Government. In Massachusetts 
our current appropriation for the fiscal year ending June 30, 1955, 
exceeds $325,000. The buildings, instructors, and maintenance are 
without any Federal aid. 

(2) These colleges have facilities similar to some 52 other colleges 
for the so-called Naval ROTC units. This is to provide the basic 
training for Naval Reserve officers, exclusive of the so-called summer 
cruises which are conducted under the supervision of the faculty of 
the State colleges instead of by the naval services as is done in the 
other 52 Naval ROTC units. 

It is in relation to this phase that I am addressing myself. These 
colleges provide the professional training required for effective dis- 
charge of a licensed officer obligation at sea. At Kings Point this 
professional training is done under a contractual arrangement with 
shipowners, whereas at the State academies this training is done under 
the direct supervision of trained educators who have made themselves 
available for this training service. In this the Federal Government 
has been cooperative for about 80 years and now proposes to abandon 
this cooperation. 

The reasoning behind this proposed abandonment is worthy of 
study. The cooperation under the 1874 law was in making available 
for the use of maritime academies surplus naval vessels, later Maritime 
Administration vessels, with funds to keep them in repair and to 
help operate them. 

Under the law originated in 1874, the use of surplus property of 
the armed services for educational purposes in State and local com- 
munities has been recognized quite generally, except there appears to 
be a present desire to discontinue the use of surplus vessels for maritime 
training by the States. 

There has been a desire to cooperate with State and private colleges 
in the furtherance of military preparedness, as shown by the various 
ROTC units on the list I have here. We have in all 590 ROTC units 
in the various colleges, both private and State colleges, of which there 
are 239 such units within the States represented by members of this 
subcommittee, of which 20 are Navy units. And there are in training 
under this cooperative arrangement with the universities in the States 
represented by members of this subcommittee, according to the 
last figures available, 5,839 in the ROTC units in the colleges of 
these States, and there were from these States 11,714 boys who 
wished to take advantage of this cooperative training in the academies. 
Among the States represented by the members of this subcommittee 
there were only 8 percent of those boys who had the opportunity to get 
that training. 

If I am correctly advised, the Federal cooperation in the further- 
ance of local education was first recognized in the land-grant colleges, 
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so-called, when surplus land was made available to cooperate in the 
training by State and other designated colleges. 

There have been other cooperative arrangements in military train- 
ing, such as the various State militia activities, both Army and naval. 
This lately has been more and more federalized, but it is still a cooper- 
ative arrangement with the State providing facilities, personnel, and 
so on. 

The most recent cooperative arrangement is in the ROTC activities 
of the colleges. In this program, the colleges provide the basic educa- 
tional facilities and the Federal Government provides certain person- 
nel, equipment, and per capita allowances for various items depending 
upon the obligation of the-students. to use the professional training, 
whether on a Regular or Reserve status. 

There is no question but that the training of officers for the Army, 
Navy, and Air Force is basically a Federal responsibility, but still the 
Federal Government is prepared and does have a cooperative arrange- 
ment with educational institutions to discharge this obligation. 

Walter C. Ford, in a letter to Congressman William Bates, advises, 
and I quote: 

It was determined that merchant marine officer training is more properly a 


Federal responsibility to be accomplished at the United States Merchant Marine 
Academy at Kings Point, N. Y. 


The Army and Navy have academies to discharge the obligation to 
train marine officers, but still have cooperative arrangements with 
other educational institutions. 

Kings Point has a cooperative arrangement with shipowners to 
train students, but there is an objection to having a cooperative 


arrangement with educational institutions. I am not stating it is 
wrong for Kings Point Academy or the Maritime Administration to 
have part of its training done by other than professional educators, 
I am merely advising that if the Federal Government feels it caa dis- 
charge its obligation to train merchant marine officers under a cooper- 
ative arrangement with shipowners, I can see no reason why it cannot 
discharge this obligation under a contractual basis with established 
educational institutions. 

Mr. Roonry. May I say, Mr. Sullivan, that we are quite familiar 
with the details of the operations of these four maritime academies. 
We have been appropriating for them over the years. But I wonder 
what the gentleman representing the Massachusetts Department of 
Education would say if I informed him that a distinguished son of 
his State, the Secretary of Commerce, the Honorable Sinclair Weeks, 
testified as follows a couple of weeks ago before this committee: 

We have here recommended the elimination of the State maritime schools, 
intending to pay more attention to the maritime training in the Maritime Academ) 
at Kings Point. 

Mr. Preston. Are you in favor of that, Mr. Secretary? 

Secretary WeEEks. Yes, after some exhausti e study of the two, we think we 
are getting better results on a somewhat more economical basis, by sticking to the 
Kings Point Acade ny and some of the State schools. There are only four State 
schools; some of them are better than others. And 1 or 2 of them are not very 
good. Massachusetts, where I come from, is not one of the best, either. The 


Massachusetts school does not come up to the be t 
Mr. RoruscuiLp. No. 


What would the gentleman say to that? 
Mr. Sunuivan. I would say if you had not told me he made the 
statement I would be surprised and say he stated otherwise. Mr. 
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Rothschild has stated otherwise to me. He has written letters on it. 

Mr. Roonry. That becomes very interesting, but I assure you | 
have just read from the record. This is the page proof of his testi- 
mony. 

Mr. Suuuivan. I started by saying if you had not told me. I 
cannot answer your question because the testimony you have read is 
different than Mr. Weeks has stated previously. 

Mr. Preston. May I call your attention to a pamphlet entitled 
“The State of Maine and the States of California, New York, and 
Massachusetts Have Maritime Academies Open to All Qualified Young 
Men From All Our States and Territories Who Want To Be Officers 
on United States Ships.” This statement is attributed to Mr. 
Rothschild and appears on the last page: 

Training obtained from State academies is generally equal to, if not superior 
to, that provided at Kings Point. 

So they are on both sides of this question. 

Mr. Suuuivan. That is correct. But we had a letter we got within 
3 days from a captain which was a recommendation for one of our 
graduates to go to the Georgetown Graduate School, in which he 
said it-was one of the best officers’ training schools he had the priv- 
ilege of serving with. I have heard testimony that the professional 
training at the Massachusetts Maritime Academy is equal to that at 
Annapolis or other academies. This is the first time that we have 
heard anything to the contrary in my experience of 15 years, and I 
am surprised to hear it from a Massachusetts resident that the 
Massachusetts Maritime Academy is not equal to any other. 

Mr. Rooney. I want to assure you that I do not agree with the 
distinguished Secretary of Commerce. I feel that the elimination of 
this item is not a sincere step toward balancing the budget, because 
he has in his requested budget a request for moneys for entertainment 
and booze, which has never before been in the budget of the United 
States of America for the Department of Commerce, and further his 
request this year for his immediate office is the highest in the history 
of the United States. 

Mr. Bow. I saw the entertainment item, but I did not see where it 
said booze. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Preston. You may proceed, Mr. Sullivan. 

Mr. Suutiivan. The substance of the balance of my statement is 
that S. 35, which has been put in by Senator Payne, is being referred 
: the Rules Committee today relative to making a study of the whole 
thing. 

Mr. Rooney. S. 35 is a bit academic. 

Mr. Suttivan. We request there be no change in this cooperative 
arrangement pending a final policy determination. This, in a few 
words, is the rest of my statement, and I am sorry I ran over the time. 

Through you, Mr. Chairman, I ask if I can write in some time and 
get that quotation read by Mr. Rooney if it is not confidential. 

Mr. Preston. No, it is not confidential. It will be printed and 
released in due course and you may write to the Appropriations Com- 
mittee and secure a copy of it. 

Mr. Sutiivan. Thank you very much. 
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Mr. Preston. We will be glad to hear from the next witness, Mr. 
McAllister. 

Mr. Fioop. Mr. Chairman, before he starts his testimony I would 
like to say that I regret that the great State of Pennsylvania, which 
at one time had such a school as these schools in Maine, California. 
New York, and Massachusetts, no longer has its Pennsylvania Mari- 
time School, and I think Pennsylvania should have, and I think the 
United States Government is indebted to these four States for con- 
tinuing this Maritime Academy program and that certainly the 
Federal Government should participate. I think the maritime fleet 
of this country should be the biggest and the strongest in the world: 
it should have the best ships and be the best-manned in the world 
The best merchant fleet should be the fleet of the United States, and 
if that calls for a Federal subsidy, there should be a Federal subsidy, 
and certainly the best place to train the officer personnel to man that 
fleet is at these State academies and the one at Kings Point. 

1 am very much in favor of the world trade program, and I fee! 
that a necessary incident to such a program is that it be carried as 
much as possible in American bottoms, and to man those bottoms 

you should have meiinadl officer personnel, and these academies are 
the best places to do it. 


State MARINE SCHOOLS 
WITNESS 


ANTHONY J. McALLISTER, REPRESENTING THE PARENTS’ ASSO- 
CIATION OF THE STATE UNIVERSITY OF NEW YORK MARITIME 
COLLEGE 


Mr. Rooney. The committee is pleased to have with us this morn- 
ing Mr. Anthony J. McAllister, of Brooklyn, N. Y., representing the 
State U niversity of New York Maritime ( ‘ollege. We shall be pleased 
to hear from you, Mr. McAllister. 

Mr. McAuuister. I have a prepared statement. I would like t 
read my first paragraph and 1 or 2 of the statements in connection 
with it. 

To carry on who I am, I would like to point out I have been 
affiliated with the maritime industry all my life, and in addition to 
representing the Parents’ Association of the State University of New 
York Maritime College, an organization composed of the parents oi 
boys presently enrolled in the college, I am also vice president and a 
director of McAllister Bros., Inc., a marine towing and lighterage 
company, and a director and officer of their affiliated companies 
operating in the ports of New York, Philadelphia, and Norfolk. 
McAllister Bros., Inc., was founded approximately 90 years ago by 
my grandfather, and has been carried on through three generations 
serving the shipping industry on the coast and in various ports. | 
deeply appreciate this opportunity of appearing before this committee 
to present information on the matter of Federal appropriations to 
State maritime schools. 

I do not say this for advertising purposes but merely to give you 
some of my background. 

The balance of the data in this letter of mine would be somewhat 
repetitious, and I am sure you gentlemen have had enough repetitious 
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matter this morning. However, Mr. Murphy, who represented the 
Academy at Kings Point, stole some of my thunder. I would like to 
read the last paragraph of this letter. 

Mr. Preston. All right, sir. 

Mr. McAuuisrer. It has been the sense of Congress in recent years 
to spend the necessary funds to build ships, to keep in being a pool of 
shipyard skills, to cut down the obsolescence of the reserve fleet, and 
to establish successful prototypes. We understand that President 
Eisenhower has recently indicated that he proposes to ask Congress 
for the funds to build a nuclear-powered ship. I am sure that you 
gentlemen will recognize that it is just as essential that we not only 
have vessels and the skills for constructing them, but also the skilled 
personnel necessary to operate them, and the State schools are emi- 
nently qualified to educate boys whose skills match the modern 
equipment to keep America in the forefront in the maritime industry. 

I would like to point out just one other thing and that is this, that 
a petition signed by over 9,000 people, friends of the Parents’ Associa- 
tion of the Maritime College at Fort Schuyler, has just been sent to 
President Eisenhower, to the effect that it is in the national interest 
that the Congress continue Federal aid to the maritime schools of the 
States of New York, Maine, Massachusetts, and California. This 
petition has been signed by over 9,000 people and should be presented 
in Washington today. 

I thank you very much for this opportunity to appear before you. 

Mr. Preston. Thank you, Mr. McAllister. We appreciate your 
cooperation with the committee in conserving time and your letter 
addressed to the chairman of this committee will be made a part of 
the record. 


(The letter referred to is as follows:) 


BROOKLYN 26, N. Y., May 3, 1955. 
Subject: Federal appropriation for State maritime schools. 


lon. Prince H. Preston, 

Chairman, House Appropriation Subcommittee of the 

Department of Commerce and Related Agencies, 
House of Representatives, Washington, D. C. 

Dear Str: My name is Anthony J. McAllister, and I am here today in a dual 
capacity. if represent the Parents’ Association of the State University of New 
York Maritime College, an organization composed of the parents of hoys present] 
enrolled in the college; i am also vice president and a director of McAllister Bros., 
Inc. (a marine towing and lighterage company), and a director and officer of 
their affiliated companies operating in the ports of New York, Philadelphia, and 
Norfolk. MeAllister Bros., Ine., was founded approximately 90 years ago by 
my grandfather, and has been earried on through 3 generations serving the 
shipping industry on the coast and in various ports. i deeply appreciate this 
opportunity of appearing before this committee to present information on the 
matter of Federal appropriations to State maritime schools. 

The program for training personnel for the American merchant marine dates 
hack to June 1874 when Congress first passed an act to encourage the establish- 
ment of public marine schools. Following this legislation, State maritime schools 
were established—New York in 1874, Massachusetts in i888, California in 1929, 
and Maine in 1941. The Federal Government’s role in maritime training was 
expanded with the enactment of the Merchant Marine Act of 1936, which 
authorized the Federal Government to provide licensed and unlicensed personnel 
for service aboard American vessels. Public Law 191 passed on July 29, 1941, 
made available to State maritime schools financial assistance over and above that 
already provided by the Marine Schools Act of 1874. As a matter of open record, 
the Federal Government recognized the need for competently trained merchant 
marine personnel and took legislative measures on three occasions to insure that 
supply of personnel. 
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Although the State maritime schools operate on funds derived from both 
State and Federal Government, by far the larger part of the expense of operating 
the schools is borne by the States. The Federal appropriation of $660,000 divided 
among the 4 States who are currently training about 1,100 cadets is a very small 
investment in maritime training. The return, on the other hand, is rather large. 
For an investment of about $660 a student a year ($455 maintenance, and the 
balance outright grant to school and maintenance of training vessels, etc.) the 
Federal Government gets expertly trained, fully licensed, merchant marine 
officers, capable Naval Reserve officers, and well-educated young citizens aware 
of their social responsibilities and able to take their place in the community. 

The State schools were established due to the encouragement of the Federal 
Government; they devised curricula for maritime training, ard they sought 
students to train for the merchant marine. Can it be now that the Federal! 
Government has the intention of abruptly terminating its support of the schools 
and abandoning the program it strove so hard to bring into existence? 

Before Federal financial support is withdrawn, the administration should 
consider its obligations both to the State schools and to the boys enrolled in the 
State schools. Cadets now in the schools came there assuming that if they 
could qualify for maritime training subsidy payments, they would receive them 
This was a reasonable assumption because such payments had been given steadily 
since 1941. To discontinue Federal aid now would mean a severe financial blow 
to State school Naval Reservists, many of whom come from low-income and 
middle-income families. Because these cadets are required to take a cruise each 
summer, there is no possibility of their earning money to defray school expenses. 
Lack of funds will certainly mean, for some students, having to withdraw from 
school. 

A further consideration is that the Federal appropriation to State schools is 
vitally important in insuring the successful continuation of the schools. Likewise, 
it is very important that there be more than one school in the country engaged 
in maritime training. National defense leaders have emphatically declared that 
it is in the best interest of the Nation not to consolidate all maritime training 
urder one school. As asecurity measure, maritime training ought to be conducted 
in several places with a wide geographical distribution. This is the system used 
by the Army, Navy, and Air Force, who, despite the operation of Federal 
academies, train officers on hundreds of college campuses scattered throughout 
the Nation. 

There may be in the minds of this committee some questions as to how well 
the State schools train men for the American merchant marine. Every graduate 
of the four State schools is licensed as third officer, deck or engine, by the United 
States Coast Guard. In addition, every cadet who passes the Navy officer 
physical examination is commissioned an ensign in the United States Naval 
Reserve upon graduation. The State schools also accept boys who cannot: pass 
the Navy physical, but who can pass the Coast Guard physical because we are 
convinced that a boy who wants to go to sea, and who proves academic com- 
petency, should not be denied the opportunity of a career in the merchant marine 
because of Naval Reserve physical examination requirements. 

Among the graduates of the State schools are men prominent in the merchant 
marine, among them Commodore Harry Manning, who was master of the liners, 
the United States, and the America, and Commodore John W. Anderson, who is 
presently master of the United States. During World War II the State schools 
trained hundreds of boys to become officers in the merchant marine and the 
Naval Reserve. At this moment hundreds more are manning American merchant 
ships and serving in the Navy. 

It should be noted that Federal aid to the State maritime schools is clearly 
within the ideological framework of the national administration’s proposed educa- 
tional-aid program. President Eisenhower has strongly endorsed education as 4 
“State and local responsibility’? rather than a Federal one. This status is pre- 
cisely the one in which the State maritime schools are. Here are President 
Eisenhower’s exact words: ‘Education very properly in our country has been the 
duty and responsibility of the locality and the State.” In view of President 
Eisenhower’s present request for funds necessary to maintain a federally ope rated 
school, it would seem that at least some Federal aid should consistently be granted 
to State schools to cover that portion of their requirements normally supported 
by Federal rrants. 

In summar™, if the Federal Government were to withdraw its aid from State 
institutions, several parties would be severely hurt. First of all, the student who 
is in the Naval Reserve program would suffer. In the 4 State schools, 71! 
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boys get $455 a year for their maintenance from the Maritime Administration 
These boys: would suffer financial loss. Secondly, the schools as institutions 
would be seriously hurt. A school such as the Maritime College at Fort Schuyler, 
doing @ fine job for 81 vears in training merchant marine officers, cannot be 
duplicated overnight. If it should disappear because of lack of Federal appropria- 
tion, its collective experience and great traditions could not again be quickly 
assembled to serve the commonweal. Finally, the Nation as a whole would 
suffer since the State school serves not only the State, but the Nation. America 
needs a constantly renewed supply of young, fresh, vigorous, capably trained 
merchant marine officers. The State schools have been serving this need. To 
cut out of a national budget of billions some $660,000, for State maritime training 
is asmall economy, but an unwise decision. 

There has been a long period of active cooperation between the Federal Gov- 
ernment and the State maritime schools—for 81 years in the case of the New 
York school, and for shorter periods with the others. This is a partnership that 
has been an eminently successful one and has brought great rewards to both the 
State and the country. The discontinuance of Federal assistance to the State 
schools would undoubtedly rupture this fine relationship. Such a rupture should 
be avoided if it is at all possible. 

It has been the sense of Congress in recent years to spend the necessary funds to 
build ships, to keep in being a pool of shipyard skills, to cut down the obsolescence 
of the reserve fleet, and to establish successful prototypes. We understand that 
President Eisenhower has recently indicated that he proposes to ask Congress for 
the funds to build a nuclear-powered ship. I am sure that you gentlemen will 
recognize that it is just as essential that we not only have vessels and the skills 
for constructing them, but also the skilled personnel necessary to operate them, 
and the State schools are eminently qualified to educate boys whose skills match 
the modern equipment to keep America in the forefront in the maritime industry. 

Respectfully submitted. 

AnTHONY J. McALuisTEer, 


STATE MARINE ScHOOLS 


WITNESS 


REUBEN FRODIN, EXECUTIVE DEAN FOR 4-YEAR AND PROFES- 
SIONAL COLLEGES, STATE UNIVERSITY OF NEW YORE 


Mr. Preston. The next witness is Mr. Reuben Frodin. Mr. 
Frodin, we will be glad to hear from you at this time. 

Mr. Fropin. Mr. Chairman and members of the committee, my 
name is Reuben Frodin. I live in Albany, N. Y. I am executive 
dean for 4-year and professional colleges of the State University of 
New York. I appear here at the request of Dr. William S. Carlson, 
president of the university. 

I had the privilege of appearing before the subcommittee consid- 
ering the budget for the Maritime Administration’s appropriations of 
subsidies for maritime education in February of last year. I discussed 
the general character of the activities of New York in maritime educa- 
tion since 1874, and outlined the substantial financial support the 
State University of New York assigned to its Maritime College. The 
Maritime College at Fort Schuyler, the Bronx, N. Y., is 1 of 27 
colleges and institutes of State university. I indicated that the State 
wanted to continue its partnership with the Federal Government in 
the field. 

On behalf of State University I made a similar statement before the 
Van Belt subcommittee considering the status of the United States 
Merchant Marine Academy at King’s Point, Long Island, N. Y., and 
discussed related matters with Senator Butler’s subcommittee holding 
hearings on S. 3610 last July. 
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I do not wish to take up the time of members of this committee on 
matters with which they are fully cognizant. Yet the support of 
maritime education seems to be a perennial question which requires 
almost annual reassessment. This is so in part because maritime 
education is a matter of public concern involving both Federal and 
State Governments. It involves relationships with a private industry 
which, in many ways, is heavily dependent on governmental action, 
vovernmental control, and Government money. It involves serious 
considerations about the national defense. 

I appear today to request restoration by this committee in the 
Commerce Department appropriation bill of moneys to subsidize 
maritime education in State-operated maritime institutions at the 
collegiate level. The beneficiaries of these subsidies are the students 
who are being educated to man the merchant vessels of the United 
States in peace and in war. Quite naturally the States having mari- 
time schools are maritime States. New York has the Nation’s No. 1 
port and it is not unbecoming for it to have the oldest and largest of 
the State schools. It costs the taxpayers of the Empire State approxi- 
mately $1,200 per year per student in operating expenses for each and 
every student in its maritime college over and above what the students 
and the Federal Government contribute to this educational activity. 
We in State university think that this is evidence of our appraisal of 
the value of our program. 

We urge specifically the continuation for the next fiscal year of the 
following support for the State schools: One, $25,000 for each State 
operating a maritime school; second, repair money of $37,500 to 

$50,000 to maintain the Federal vessels used as training ships by the 
schools; third, up to $22,500 for maintenance of out-of-State residents 
in the State schools; and fourth, $450 maintenance allotments to 
qualified students. In New York this is a subsidy for only half of 
our student body. The repair money and the student allotments are 
of particular interest to New York. 

The above suggestions are a request for a continuation of the 
program in operation for the fiscal year of 1955. If the Congress 
decides, as we in New York believe, that the manpower manning the 
Nation’s merchant marine must have an officer personnel among 
whose members are those who have had an opportunity to have a 
superior education for their profession, it is possible to look for 
perhaps better ways of achieving this goal. 

Last summer, in supporting the bill to make the United States 
Merchant Marine Academy a permanent Federal institution, Walter 
Maloney, president of the American Merchant Marine Institute—the 
trade association representing 63 United States steamship companies— 
stated the following: “{I urge] that the more permanent status not be 
allowed to adversely affect Federal assistance for the training of mer- 
chant marine officers in State schools.” “It is our considered 
opinion,” he said, “that the present dual system * * * is superior 
to one committed solely to Federal or State training.”’ 

I offer to this committee these thoughts on particular subsidies 
with a view to possible changes which might be in the best interest 
of the various programs of maritime education. In so doing I am 
mindful of the frequent reviews which have been made, but which 
have not led, in my opinion, to a kind of stability in which ‘educational 
effort can be made most productive. Let me, therefore, review the 
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particular subsidies which, in one way or another, affect the State 
schools, and make suggestions for future considerations. 

1. Repair money for training vessel——To maintain its maritime 
college the State of New York must continue to receive a suitable 
vessel, kept in such shape as to pass Coast Guard standards. These 
vessels have always been Navy vessels, and they remain the property 
of the United States Government. They should be kept in repair by 
the Government as existing law and regulation provide. It is esti- 
mated that from $37,500 to $50,000 annually should be provided for 
this purpose. 

2. Annual subsidy to State—The Federal subsidy of $25,000 per 
vear to each State maintaining a maritime school dates back to 1874 
or thereabouts. In earlier days this grant-in-aid was undoubtedly 
a major factor in the finances of the State schools. It might be 
suggested that the State of New York forego this grant-in-aid in the 
interests of a more stable program of student assistance in State 
maritime institutions as hereafter described. 

3. Out-of-State student subsidy.—In recent years the State maritime 
schools, including New York, have been in a position to receive up to 
$22,500 annually for payments of nonresident students. The method 
of handling varies from State to State; New York has a $460 per year 
out-of-State tuition, so the $22,500 appropriation has paid the 
tuition—but not the cost to the State—of 48 men. We want to 
continue our generous quota of out-of-State students, but it is sug- 
gested that this particular method of subsidy be terminated if a single 
student aid payment scheme were adopted. Under such a plan in- 
and out-of-State students would be treated the same in the matter of 
subsidies. 

4. Student maintenance.—Let me suggest such a plan. In recent 
vears 260 students at the State University of New York Maritime 
College have received the so-called text book, uniform and subsistence 
allowances amounting to $450 per student annually (prior to 1952 
they received somewhat more). These go to half of our students. 
We have been awarding these to first (senior)—and second-class 
students, and to as many high-ranking third-class men as there are 
remaining allotments. 

It might be proposed that the Federal Government, in lieu of the 
present scheme, award in each State institution a number of mainte- 
nance scholarships based on average enrollment over a previous 3-year 
period which would provide for the subsidization of upper class stu- 
dents. (In the case of the 3-year schools, perhaps the subsidies could 
go to those satisfactorily completing the first semester’s work.) It 
could be suggested for New York that a $500 annual allotment for 
maintenance be given to the first-, second-, and third-class men in 
good standing—but not to exceed 350 students at the present time. 
This would cost the Federal Government $175,000 per year for the 
New York school. It would be an extremely equitable way to insure 
high quality performance of tested students. New York, in turn, 
could agree to take out-of-State students up to a quota of 20 percent 
of its enrollment, and these students as well as New York residents, 
would be eligible for Federal maintenance following the satisfactory 
completion of their first year. Residents of New York, as at present, 
won pay no tuition; out-of-State residents might pay a $300 tuition 
charge. 
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Such are the suggestions; they are simple. Ship repair and a genuine 
maintenance scholarship program for tested students qualified to 
become ships’ officers and engineers. Thus can the States do their 
job of education; thus can the Federal Government insure a continued 
flow of able and trained manpower to operate the national merchant 
marine in peace and war. 

Mr. Preston. Thank you very much. 

Mr. Mituier. Mr. Chairman, may I ask one question at this point? 

Mr. Preston. Yes, Mr. Miller. 

Mr. Miuier. Do you have any statistics to show how many 
graduates of the New York institution make the sea their life pro- 
fession? What is the percentage? 

Mr. Fropin. The percentage varies from year to year. I pre- 
pared for this possible question a consideration of the last two classes. 
A year ago we made a comprehensive study of all graduates that could 
answer, but I have the figures for each of the different jobs for the 
last two classes as to those going into the marine industry, including 
the sea. 

Forty-four out of fifty-six engineers in last year’s class and 57 out of 
60 in the present class expect to go to sea or in the marine industry. 
That is in the engineering category. 

The deck situation is not as favorable, unless vou count the Navy 
in it. Nineteen out of thirty-four of last year’s class are in the Navy 
at the present time. Seven are in the merchant marine; and 1 1s 
taking graduate work in oceanography for the Navy. Two are on 
active duty in the Army and two we have not traced. 

Twenty-nine out of forty-four of the present class expect to go to 
sea. Whether they get berths remains to be seen. 

Mr. Preston. Thank you very much. 


State MARINE ScHOOLS 


WITNESS 


WILLIAM F. GIESEN, GENERAL MANAGER AND COUNSEL, THE 
MARITIME ASSOCIATION OF THE PORT OF NEW YORK 


We will now be glad to hear from Mr. Giesen. 

Mr. Giesen. Mr. Chairman and members of the committee, [| 
have a prepared statement I would like to submit for the record. 

Mr. Preston. We will be glad to receive it. 

(The statement referred to is as follows:) 


STATEMENT OF WILLIAM F. GinsSEN. GENERAL MANAGER AND COUNSEL, THE 
MARITIME ASSOCIATION OF THE PorT OF NEW York, RE FEDERAL APPRO- 
PRIATIONS FOR STaTE MARITIME SCHOOLS 


The following statement is submitted by Mr. William F. Giesen, general 
manager and counsel of the Maritime Association of the Port of New York, in 
support of continued Federal appropriation for the benefit of State maritime 
schools. 

The Maritime Association of the Port of New York is an 83-year-old trade 
association comprised of approximately 1.400 members. These menbers are 
engaged in every phase of the maritime industry at the port of New York, which 
includes steamship owners and operators, shipbuilders and repairers, marine- 
insurance companies, towing and transportation, waterfront terminals and ware- 
house companies, and organizations which supply almost every conceivable 
type of material and service used in the maritime industry. As an association 
made up of this type of representation, our members have a deep-seated interest 
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in the welfare of State maritime colleges. Since we are a New York organization 
and our members are engaged in activities at the port of New York, our principal 
concern in appearing at this hearing is in connection with the interests of the 
New York State Maritime College. 

The Federal Government in the past has appropriated approximately $660,000 
for the benefit of the four existing State maritime schools. The New York State 
Maritime College has received approximately $205,000 per anr wy of these funds. 
The current Federal budget recommendation would eliminate this grant. We 
respectfully submit that Congress should continue to appropriate this relatively 
small sum of money from the Federal Government to continue the past program 
of support for the following reasons: 

It has been a long-standing expressed intention of the Congress to encourage 
States to train men for the American merchant marine. Eighty-one years ago 
Congress recognized the wisdom and necessity of encouraging the training of 
merchant-marine personnel. We believe that this recommendation was based on 
the philosophy that such a program would inure to the benefit of the Nation as a 
whole, premised not only on the recognition of a need for an expanding merchant 
marine, but also on the supply of an adequate number of men with maritime train- 
| ing for use in times of national emergency. We respectfully submit that the with- 
drawal of Federal aid at this time would constitute at least a recording of congres- 
sional philosophy reversing this ancient policy concerning State maritime schools. 

The companies represented in our association have experienced the benefits of 
untold numbers of eminently qualified employees who have graduated from the 
New York State Maritime College. Quite naturally, therefore, our people are 
strongly in favor of the continuation of Federal appropriation for the New York 
State Maritime College because of the danger of impairment of the educational 
program presently pursued if this Federal grant is rescinded. One of the particu- 
lar dangers in this connection is the possible loss to the college of the training ship 
Empire State, which has been loaned by the Federal Government. We under- 
stand that approximately $38,500 of the amount granted to the New York State 
Maritime College each year is used for the maintenance of this training ship. We 
believe that the possession of this vessel and the practical experience which stu- 
dents gain on board the vessel furnishes one of the principal reasons for the turnout 
of such outstanding merchant-marine personnel by the college. We believe that 
the practical experience which is gained by the students who have an opportunity 
to work on the vessel is indispensable to the present training program. A with- 
drawal of the Federal grant to State maritime schools would place the current use 
of this vessel in jeopardy, for there is some question as to whether or not State 
funds could be used for the maintenance of a federally owned vessel 

We understand that the greater portion of the Federal subsidy, amounting to 
approximately $120,000, is used to defray the expenses of a number of students 
located at the college. The minimum cost to a student for maintenance, clothing, 
and incidentals is approximately $650 per annum. We understand that 260 
students who are enrolled in the Naval Reserve program receive a credit of $455 
per annum as a result of this Federal aid. We respectfully submit that the with- 
drawal of this aid at the present time, particularly without any advance notice. 
could place in jeopardy the continued merchant-marine career of a number of 
these students, because it is quite apparent that this assistance may be indispen- 
sable to many students who have planned to gain their education at the New York 
State Maritime College and have calculated their expenses on the basis of this 
Federal assistance. We submit that from the humanitarian viewpoint alone, 
and in reflection of the outstanding citizens that will undoubtedly be produced 
if they are allowed to continue their training, that sufficient reason exists for the 
restoration of the appropriation for this purpose in the Federal budget. 

We understand that the annual budget of the New York State Maritime School 
amounts to approximately $1 million. Quite obviously, with the possible with- 
drawal of Federal assistance in the sum of $205,000, the functions of the school 
would be materially impaired. The actual future result, of course, is an unknown 
quantity; however, it would seem to be self-evident that the overnight cutting off 
of this Federal appropriation would lead to some incalculable impairment of the 
operation of the school. 


Mr. Gresen. I am sure the committee is familiar with most of the 
arguments we have considered the reasons why this association of 
ours, which is an 80-year-old association, favors not only the continued 
appropriations requested for Kings Point but also the particular appro- 
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priation which is in jeopardy by virtue of the present recommendatioy 
to discontinue further Federal aid to the State maritime schools. 

We would endorse, as an association of people who have had won- 
derful experience with graduates not only from Kings Point but from 
the State maritime schools, any supporting measures that would help 
in the training of ship personnel in every conceivable phase of the 
industry. 

To summarize briefly the arguments which we presented in the 
prepared statement, the first is that it has been the congressiona| 
intention and national policy for over 80 years to encourage States to 
train men for the American merchant marine, and to withdraw at 
this time this relatively nominal sum in the national budget, it seems 
to us, would be a rather sorry travesty because of the harm it may 
bring to the future existence of the State maritime schools. We 
respectfully submit that a reversal of this 81-year policy at this time 
is not founded in the best national interests. We believe there is 
room and that the best way to train maritime personnel is through 
the dual system which is not in existence. 

The second point is one I think was admirably presented by Admiral 
Glostin in favor of the continuation of the Federal appropriation for the 
New York State Maritime College. The companies represented in 
our association have experienced the benefits of employees who have 
graduated from the New York State Maritime College and we respect- 
fully submit to you that anything the Federal Government may do to 
continue the training of this type of personnel would be greatly appre- 
ciated by the industry and is considered to be very important to the 
industry. 

In that connection, we respectfully submit that the use by the college 
of the training ship Empire State is an indispensable part of the train- 
ing program. Our people have informed me that it is the practical 
experience which students gain on board the vessel during the summer 
cruises that furnishes one of the principal reasons for the turnout of 
such outstanding merchant marine personnel by the college. Any 
revocation of the present subsidy that might jeopardize the ship’: 
being in the school’s possession would strike at the heart of the pro- 
gram. ‘There is some legal question as to whether the State could 
continue the maintenance of this ship since it is loaned Federal prop- 
erty. The revocation of the appropriation at this time might lead to 
forced return of the training vessel. 

The other argument we have touched on in the prepared statement 
is the argument dealing with the position of students who have con- 
tracted, you might say, and are depending upon the continuance of the 
program. Surveys have been made by members of the school body to 
determine what effect rescinding the appropriation would have on 
students in connection with the offset against their expenses. The 
answer, as I understand it, is that many of them say they do not know 
what they will do. They certainly have planned their life’s work an¢ 
made sacrifices to attend these schools, and we feel the sudden re- 
moval of the support they have depended upon in some instances 
may divert a boy’s intentions and change his whole life. We think 
that in itself is sufficient reason to continue this support. 

Mr. Preston. Off the record. 

(Discussion off the record.) 
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Mr. Gresen. The other point we have covered in the prepared 
statement—and I was rather amazed to find this figure—is this: The 
school budget, if we understand it correctly, of New York State is 
approximately $1 million. I am sure in the hearts of the people who 
maintain the school now there would be every intention to continue 
it. However, the removal of the $205,000 as the result of the last 
Federal appropriation, is just a little more than 20 percent of the 
budget. Such a revocation of 20 percent of the school budget would 
cause some degree of serious impairment. Exactly what the full 
consequences would be is an unknown factor. There is the question 
of how far the State could go to make up what the school would need. 
To run the school on a $1 million budget is quite a feat as it is, and 
to take away 20 percent we feel would be a great travesty. 

I thank you gentlemen very much. 

Mr. Preston. We thank you very much. 

At this point we will insert into the record two statements by 
witnesses who agreed just to submit statements rather than come in 
and testify personally. 

(The statements referred to are as follows:) 


STATEMENT OF HuGH S. WILLIAMSON, VICE PRESIDENT, ASSOCIATION Of} 
AMERICAN SHIP OWNERS 


My name is Hugh 8. Williamson. 1 am an attorney at law and am vice 
president of the Association of American Ship Owners. Our offices are at 76 
Beaver Street, New York, N. Y., and at 1621 K Street NW., here in Washington. 

Our association appreciates this opportunity to submit its views on the question 
of continuing Federal aid to the State maritime schools. 

The first of these State schools was established in New York in 1874, pursuant 
to an act of Congress in that same year, “To encourage the establishment of 
public marine schools.” Thereafter other State schools were established, in 
Massachusetts in 1884, California in 1929, and Maine in 1941. Since 1874 the 
Federal Government has given State maritime schools ships and money for the 
taining of young men to enter the merchant marine. 

In recent years the total annual appropriation for the four State schools has 
been approximately $660,000. The total enrollment is about a thousand students, 
hence the cost per student to the Federal Government is about $660. In the case 
of New York, for the school year 1954-55 the State appropriated $987,498 for 
the operation of its school, against a Federal appropriation for that year of 
$204,300. 

We believe the Federal Government should continue to support the State 
schools for the following reasons: 

1. The existence of the present State merchant marine schools is important to 
our national defense, not only in training each year a corps of deck and engineer- 
ing officers, but as going institutions of education and training which can be 
quickly expanded for the wholesale training of thousands of new deck and 
engineering officers which a major war would require. 

2. Federal support is essential to insure uninterrupted training of men for the 
merchant marine. As a security measure such training should be continued in 
several places, with a wide geographic distribution. This is a principle followed 
by the Army, Navy, and Air Force who, despite the operation of Federal acad- 
emies, train officers on scores of college campuses scattered throughout the Nation. 

3. Failure to provide Federal funds might result in the closing down of State 
schools or greatly curtailing their activities. This would be a severe blow to our 
state of preparedness. Schools that have been doing a fine job in officer training 
cannot be built overnight. We cannot afford the risk of losing their collective 
experience and great traditions. America needs a constantly renewed supply of 
young, vigorous, well-trained merchant marine officers. The State schools are 
serving this need. To cut out of a national budget of billions some $660,000 for 
maritime training is a small economy that might result in a very great loss to 
the country. 
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4. Over a period of many, many years Congress has made it plain that a sound 
national policy demanded there should be an adequate system for maritime 
training. But obviously what is adequate must be measured by the rule of reason 
to be applied from time to time on the basis of the then existing circumstances. 
Prudence would suggest that before withdrawal of Federal aid to the State mari- 
time schools a careful appraisal of our national needs should be made. This 
seems to be the opinion of the Senate Committee on Interstate and Foreign Com- 
merce. On April 28, 1955, that body reported to the Senate a resolution (8. 
Res. 35) authorizing a thorough study of our merchant marine training and 
education at United States Merchant Marine Academy, Kings Point, and the 
State-operated merchant marine academies in Maine, Massachusetts, New York, 
and California. The report stated in part: 

“Because of the importance to our Nation of an adequate merchant marine 
training program, it is believed that a thorough study should be made by Congress 
itself of our whole maritime training program in order to determine what the best 
method is for meeting those needs. The policy questions involved in this issue 
are too important to the commerce and defense of our Nation to allow them to be 
decided without thorough congressional review.”’ 

Our association urges this committee to support the usual appropriations in aid 
of the State maritime schools until the subject receives the study it deserves and 


will doubtless receive from the Senate Committee on Interstate and Foreign 
Commerce. 


STATEMENT OF HeERBERT R. O’Conor, WASHINGTON COUNSEL, AMERICAN 
MERCHANT MARINE INSTITUTE 


The American Merchant Marine Institute, whose members constitute a majority 
of the Nation’s deepsea merchant fleet, through Herbert R. O’Conor, expresses its 
gratitude for this opportunity to affirm its belief that the moneys requested in the 
maritime activities section of the Department of Commerce appropriation are 
vital to maintaining an adequate American fleet. For this reason, they are 
simultaneously of fundamental importance to the Nation’s economic well-being 
and its defense potential. 

There has been requested $115 million for operating-differential subsidy pay- 
ments under contracts entered into by the Government and the American steam- 


ship lines. Approximately $90 million of that total amount is in respect of 
voyages completed or to be completed between April 1955 and the end of March 
1956. The relatively small balance is to be used primarily for peer 


obligations incurred in the period 1947—50 and still remaining unpaid. here will 
nonetheless, remain unpaid, even under the present appropriation request, a sub- 
stantial obligation incurred during 1950-52. 

As the members of the subcommittee realize, American-flag ship companies 
must meet wage and other costs which are consistent with and controlled by our 
high American standard of living. In many instances, American lines are, as a 
consequence, unable to compete with the comparatively low wage, low operating 
cost foreign-flag ships, unless the Government removes the tremendous disparity 
which now prevails between United States and foreign ship operating costs 
Operating-differential subsidy payments for which the President has requested 
the $115 million appropriation, is both intended and necessary to create equality 
in operating costs between American-flag common carriers in regular service 
and the low-cost foreign competitors. The statutory basis for the long-term 
contracts entered into between Government and many of our American berth 
lines in the foreign trade of the United States is contained in title VI of the 
Merchant Marine Act of 1936. 

Subsidy payments to the contracting ship operators are moneys which the 
latter have already dispersed to American seamen employed aboard their American 
ships, for the purchase of American materials, etc., in excess of the cost incurred 
for in these items by their foreign competitors. There can be no profit to the 
American shipowner in the reimbursement of out-of-pocket expenses already 
incurred and which he need not incur if he operated under foreign flag. In this 
sense, “subsidy” is a misnomer, ‘Parity’’ in costs carries with it no guaranty 
of profits. If any profits should result from subsidized shipping services on 
essential foreign trade routes, they must be made in open competition with 
foreign ships which have every advantage that is possessed by our vessels but none 
of the disadvantages. It should be noted, however, that a substantial portion 
of the profits which may result are recapturable by the Government up to the 
full amount of the subsidy paid. 
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The Merchant Marine Act of 1936 is the Magna Carta and foundation of a 
modern American merchant marine which has been of such invaluable assistance 
in every recent major military operation engaged in by the United States. The 
provision for long-term operating-differential subsidy contained in the 1936 act 
is carefully considered recognition that our maritime industry must have long- 
term economic stability if it is to survive on the seas. Unless this is provided 
during times of peace and worldwide shipping depression, our fleet cannot be 
available to serve in the Nation’s interest in time of war or emergency. 

Failure to provide for the Government’s prompt payment of its obligations to 
American shipping companies which have performed their part of the contract 
has an adverse impact upon the entire American merchant marine since it impedes 
the creation of long-range stability for our ships which is at the heart of our sub- 
substantive legislation. 

There has also been requested by the President $102.8 million for ship construc- 
tion. $5 million of this sum is for research and development and $23.5 million 
for the construction of three ships by the Government as prototypes for potential 
military rather than commercial needs. Most of the remainder represents the 
Government’s share, under the construction-differential subsidy program, of the 
cost of construction and alteration of vessels badly needed for commercial opera- 
tion. These vessels intended for the. use of commercial operators are to be 
privately financed by them. Included in this latter area there is about $23.5 
million to be used by the Government for trading in rapidly aging commercial 
ships to be replaced with newly built vessels in an effort to start overcoming the 
mounting problem of block obsolescence of our war-built fleet. We deem these 
expenditures to be essential to the maintenance of a modern American merchant 
marine and urge that adequate funds, therefore, be made available. 

A provision contained in the budget language submitted to the committee 
provides that: 

“No money made available to the Department of Commerce, for maritime 
activities, by this or any other act shall be used in payment for a vessel the title 
to which is acquired by the Government either by requisition or purchase, or 
the use of which is taken either by requisition or agreement, or which is insured 
by the Government and lost while so insured, unless the price or hire to be paid 
therefor (except in cases where section 802 of the Merchant Marine Act, 1936, 
as amended, is applicable) is computed in accordance with subsection 902 (a) 
of said act, as that subsection is interpreted by the General Accounting Office.” 

In case of emergency the Government requisitions privately owned American- 
flag shipping by 1 of 3 methods: (1) by assuming ownership, (2) by chartering 
the vessel from its owner, or (3) oy leaving the vessel in private ownership and 
operation but otherwise controlling its use. 

The insurance presently written by private marine insurers to cover vessels 
for war-risk loss or damage expires within 48 hours after the outbreak of major 
war. No prudent private shipowner would risk operating his vessel without 
such coverage. The Government, therefore, has found, and still finds, it neces- 
sary to prcvide war-risk insurance in order to make possible the uti'ization of 
the many vessels which will remain under private ownership. Such war-risk 
insurance was made available during World War II and again after the outbreak 
of hostilities in Korea. The law currently providing such insurance, Public Law 
763, approved September 7, 1950, 1s designated as title 12 of the Merchant Marine 
Act, 1936, as amended. Section 1209 of this act provides that the amount of 
claim paid under the act “shall not exceed the vessel’s fair and reasonab'e value 
as determined by the Federal Maritime Board.’”’ Section 1212 of this act pro- 
vides for court review in event of a disagreement over a loss or claim. 

An owner, in order to obtain war-risk insurance from the Government is required 
to agree to accept the amount of loss payment that the Government is authorized 
to pay, which, under the terms of the proposed language, would be restricted to 
just compensation as provided by section 902 (a) of the Merchant Marine Act, 
1936, as that subsection is interpreted by the General Accounting Office. In 
other words, he would thus be required to waive his rights to judicial review of 
his claim as provided for in section 1212 of the Merchant Marine Act of 1936, 
as amended. In our judgment, a statutory requirement, whether in an appro- 
priation act or a substantive statute, that any provision of law must be interpreted 
and applied by the courts as a particular Government official may see fit to con- 
strue it, establishes a dangerous precedent. Courts of the land are the proper 
judicial instrument to render binding interpretations of law. 

_ Further, the proposed language violates a fundamental concept of insurance 
in that it requires the payment of premiums on a policy value of a ship which 
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value is not determined at the time of issuance of the policy and remains undeter- 
mined until after the loss has been incurred. The final value determination so far 
as this appropriation language indicates, may bear no reasonable relationship to 
the amount of the premium paid. It should be noted at this point that premium 
payments by private owners for war-risk insurance during World War IT not 
only were sufficient to cover claims paid and administrative costs but left the 
Government with a surplus of approximately $100 million. In light of these 
considerations, we respectfully urge the deletion of the limitation clauses. 

Mr. Preston. That concludes the hearing on the maritime acad- 


emies. We appreciate your cooperation with the committee. 


PaNnaAMA CANAL 


WITNESSES 


HON. LA VERN R. DILWEG AND HON. EMMET O’NEAL, REPRESENTING 
THE UNITED STATES CITIZENS ASSOCIATION, CANAL ZONE 


Mr. Preston. Our next subject is the Panama Canal, and we will 
hear from our former colleagues, Mr. La Vern R. Dilweg and Mr. 
Emmet O’ Neal. 

Mr. Ditwec. My name is La Vern R. Dilweg, former Member of 
Congress from Green Bay, Wis., and a practicing attorney in Wash- 
ington, D. C. My associate is Emmet O’Neal, former Member of 
Congress, and an attorney who served on this committee for many 
years, 12 years, I think. 

Mr. Rooney. And former Ambassador to the Philippines. 

Mr. Ditwec. That is correct, sir. 

We represent an association in the Canal Zone known as the United 
States Citizens Association whose membership is composed of citizen 
employees and their families, and who are interested in anything that 
Congress might do that might affect their future as far as their 
relationship with the Panama Canal Company or the Canal Zone 
Government is concerned, and matters pertaining to their com- 
pensation. 

Our principal purpose in appearing before your committee today is 
to respectfully request this committee to take no restrictive or limiting 
action, in regard to the 25 percent differential. The so-called 25 
percent differential is additional compensation over base pay paid 
United States citizen employees of the Panama Canal Company and 
the Canal Zone Government. The same is authorized by section 81, 
title I] of the Canal Zone Code and has been termed a ‘differential 
allowed for tropical service,” and described as a payment somewhat 
in the nature of a recruitment incentive. 

I have a prepared statement here, Mr. Chairman, and ask that it be 
placed in the record. I would like to comment in addition. 

Mr. Preston. The statement will be inserted in the record at this 

oint. 
' (The statement referred to is as follows:) 


PREPARED STATEMENT, DEPARTMENT OF COMMERCE AND RELATED AGENCIES, 
SUBCOMMITTEE ON APPROPRIATIONS 


My name is La Vern R. Dilweg, former Member of Congress from Green Bay, 
Wis., and practicing attorney in Washington, D. C. My associate is Emmet 
O’Neal, former Member of Congress from Louisville, Ky., and attorney who 
served on this committee for many years. The United States Citizens Association 
membership is composed of United States civilian citizens residing in the Canal 
Zone and we are acting as their counsel and Washington representatives. 
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The Congress of the United States and its legislative and appropriation com- 
mittees have displayed a very positive interest in the affairs of the Panama Canal 
Zone in recent years. In 1948 the Congress reincorporated the Panama Canal 
under the provisions of the Corporation Control Act. In 1951 the corporate 
name was changed and the theory of operation was revised by Public Law 841. 

In the words of the Merchant Marine and Fisheries Committee: 

“the fundamental change effected by the two laws was the change of the theory 
of operation of the canal from a spending agency of the Government into a business 
corporation charged with a necessity of earning enough money through the opera- 
tions to meet the expenses including interest and amortization on its costs.’ 
Section 7 of Public Law 841 requires the Company to reimburse the Treasury for 
the costs of the annuity to Panama and for the net operating costs of the Canal 
Zone Government. 

Your committee, Armed Services, and Merchant Marine and Fisheries Commit- 
tee of the House and Senate all exercise some jurisdiction over Canal Zone affairs. 
The attention of these committees have in recent years been devoted to (a) 
determining if toll rates are proper; (b) effecting economies in Government opera- 
tion in the zone by better business and accounting practices and by consolida- 
tions and reorganizations; (c) reducing special employee fringe benefits and the 
costs of services rendered to employees. They have been particularly interested 
in housing rentals, medical service charges, and the 25 percent differential. 

The Senate Committee on Armed Services had handled the basic legislation 
relating to canal enterprise and the Committee on Appropriations has made many 
field investigations and surveys which have resulted in directives in its reports 
and riders to appropriation acts, designed to correct deficiencies. 

In the House, the Committee on Merchant Marine and Fisheries has handled 
the basic legislation and has been concerned with all the aspects of the canal 
enterprise except the military, over which it has no jurisdiction. This committee 
has taken an interest for many years in the activities and operations in the Canal 
Zone and has included in its reports numerous directives to canal enterprise 
officials designed to correct weaknesses and deficiencies. In other instances, it 
has concurred with the Senate Appropriations Committee in limiting riders to 
appropriation acts in an attempt to assure the accomplishment of the congressional 
intent. 

We appear before you today to-respectfully request this committee to take no 
restrictive or limiting action in regard to the 25-percent differential. This so-called 
25-percent differential is additional compensation cver base pay paid to United 
States-citizen employees by the Panama Canal Company and Canal Zone Govern- 
ment. The same is authorized by section 81, title 2, of the Canal Zone Code and 
has been termed a “differential allowed for tropical service’’ and described as a 
payment somewhat in the nature of a recruitment incentive. 

On June 23, 1953, the Senate Committee on Appropriations directed the Panama 
Canal Company to have an independent and comprehensive study made of all 
compensation practice in the zone. The specific interest of the Appropriations 
Committee was to determine whether the 25 percent salary differential might 
justifiably be reduced. 

The management consulting firm of Booz, Allen & Hamilton was selected to 
make the above-mentioned study. Their study included (1) analysis of conditions 
of work requiring extra compensation, (2) an appraisal of «xtra compensation cur- 
rently being paid, (3) a review of compensation practices of private firms and 
Federal agencies in the area, and (4) recommendations. The recommendations 
were (1) that the 25-percent differential be retained, (2) that the differential be 
tax free, (3) that rentals be reduced by 50 percent (the report found that a rental 
subsidy is no longer a part of the zone employees compensation in view of the level 

f present rentals), (4) that free transportation be provided for stateside vacations 
and for students attending school in the States (the former is already partially in 
fect following a recently enacted amendment to travel pay laws), and (5) that 
he status of other fringe benefits should remain the same. 

The Company through its Board of Directors concurred fully in the Booz, 
Allen & Hamilton recommendations, (1), (2), (5) above. It approved (3) and (4) 
in principle but believed more study was needed to determine the exact amounts. 

he Company’s position is based on the belief that competent emyloyees can be 
attracted to the zone only with extra benefits and that any reduction in benefits 
will cause the loss of many experienced employees. The Company Personnel 
Director states in his annual report that recruitment of qualified personnel from 
he United States has become increasingly difficult. 
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The change in the theory of the operation of the canal under the provisions of 
Public Law 841 created many knotty problems for management, and particularly 
an uneasy and unsettled atmosphere for employees, when measures adopted had 
the effect of diminishing their total compensation including a suggestion that their 
25-percent differential should be reduced. 

We concluded that the best way to serve our clients’ interest was to try to 
obtain a complete implementation of the recommendations in the Booz, Allen & 
Hamilton report at the Company-Government level or if necessary through con- 
gressional action. It soon became evident that although the Company concurred 
in the Booz, Allen & Hamilton recommendations it would not place such recom. 
mendations into force and effect without congressional action either in the form 
of legislation or directives. 

We then requested the Merchant Marine and Fisheries Committee of the House 
to review the operation of Public Law 841 for the purpose of developing testimony, 
relative to all issues involved, with a view to recommend to the appropriate juris- 
dictional committees remedial action, designed to improve the organization, man- 
agement and operational program carried on by the United States Government 
in the Canal Zone, 

Hearings on the operations of the Panama Canal Company and Canal Zone 
Government were held before Subcommittee No. 3 Panama Canal of the Committee 
on Merchant Marine and Fisheries starting Wednesday June 9, 1954 and con- 
cluding July 7, 1954. All interested parties were given an opportunity to testify 
including the Company, General Accounting Office, Bureau of the Budget, 
shipping interests, labor organizations and our own association. An interim 
report was filed by this subcommittee in August, 1954 and on February 4, 19554 
draft of a final report was submitted for use in an appendix to the printed hearings 
by the Honorable John J. Allen, Jr., chairmen of the Subcommittee on Panama 
Canal Affairs. In his letter of transmittal, Chairman Allen stated, ‘‘the subcom- 
mittee never considered the draft of the report and the statements made therein, 
that the draft was for working purposes only and not an expression of any sub- 
committee opinion.’”’” He recommended that the subcommittee should be con- 
tinued and that the report and material at hand would form a good starting place 
for further study. We have been informed that the Merchant Marine and 
Fisheries Committee intends to complete its study on Panama Canal Zone 
matters. 

In conclusion we respectfully urge this committee to continue the authorization 
for the 25 percent differential and permit the legislative committee to complete 
its study so that a report can be submitted to Congress covering all phases of the 
operation in the Canal Zone and their inter-relationship. 


Mr. Ditwee. The citizens in the zone have been quite concerned 
about their treatment with reference to compensation and in that 
respect it is not a figment of their own imagination but is a very real 
thing. Since the enactment of Public Law 841, many of the benefits 
they enjoyed have simply disappeared into thin air. 

Mr. Preston. What is Public Law 841? 

Mr. Ditwee. Mr. Chairman, Public Law 841 is the law that places 
the operation of the Canal Zone on a pay-as-you-go basis. 

Mr. Preston. I thought perhaps that you were referring to the 
fringe benefits act. 

Mr. Ditwee. This has nothing to do with that. I will mention 
the fringe benefits in a moment. I do want to point out that there 
are four points that I would like to present at this time to the com- 
mittee to show that the concern of these employees is quite real. 

No. 1 pertains to the Panama Canal housing problem. The 
United States citizens are charged rentals on the basis of the tota 
cost recovery policy, effective with the passage of Public Law 841. 

Alien employees residing in the Canal Zone are charged rentals 
according to their ability to pay. . 

In addition to actual cost, including interest, depreciation, an¢ 
maintenance, a substantial profit is made by the Company. For 
instance, the housing income for United States-rate housing showed ! 





897 


profit of $409,000 for the fiscal year 1954, and a loss of $239,000 sus- 
tained on alien- or local-rate housing. 

From the policy of dumping such income and losses into a general 
corporate fund, it becomes apparent that United States citizens 
subsidize local-rate housing to the tune of $239,000 loss. Therefore, 
we feel that the profit on United States housing not only forces them 
to subsidize alien housing, but reaps an unusually high percentage for 
the United States Treasury out of the pockets of a mere handful of 
citizens. 

We contend that if aliens are subsidized in any manner, for any 
reason, the cost should be borne by world commerce to use the canal 
and not by placing the burden upon the 3,700 citizens employees of 
the canal. 


POINT II. ALIEN INFILTRATION IN THE CANAL ZONE 


Our organization believes that greater consideration must be given 
to the following aspects of conversion to alien workers: 

1. National security: The canal remains a vital defense installation 
of our Federal Government and, as such, its functions should not be 
available or subjected to the close scrutiny of aliens who cannot, and 
do not, feel the slightest loyalty to the United States of America. 

2. The dollar value: Dollar value in work returned for the payroll 
dollar expended must be given consideration. There is not only a 
language barrier, but the fact that only the exceptional alien worker 
ever attains the sense of job competition so inherent in American 
workers and American industry. 

3. Future job opportunities: Today the United States citizen in 
the Canal Zone has no assurance of future job opportunities or job 
security with the Panama Canal under this contemplated policy of 
replacement. To offset the ill effects of replacement to some extent 
for United States citizen employees, it is advisable to know how, when, 
and where to expect initiation of this policy. 

What is the target date? 

What proportion of replacement is planned? 

How many United States citizens will be retained as a permanent 
force? What is the approximate figure or percentage? 

4. Projected manning scales: If projected manning scales for each 
canal activity were made available, the employee would be able to 
foresee, to some extent at least, his job future. If it is considered 
impracticable to release planned manning scales, it is recommended 
that a minimum of 6 months be required for notice of involuntary 
termination of citizen employees. 


POINT III. TOTAL COST RECOVERY POLICY AND ITS EFFECT UPON 
UNITED STATES CITIZENS 


The Panama Canal functions for a dual purpose: (1) to serve the 
maritime industry of the world; and (2) as a vital defense installation 
for our own country. 

The canal organization itself has little or no control over decisions 
and actions taken by other branches of our Federal Government per- 
taining to activities in this area, and specific reference is made to the 
State Department and the treaty negotiations with the Republic of 
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Panama, yet the employees of said organization are being vitally 
affected by such decisions and actions. The application of the total 
cost recovery program authorized by enactment of Public Law 841 
has likewise placed additional financial burdens upon the employees 
of the canal. But it is conceded that, for the welfare of our entire 
Nation and its overall international-relations program that considera- 
tion must be given to other factors than the mere operations of the 
canal. Since the application of the policy under Public Law 841 and 
the current treaty negotiations have resulted in increased costs to the 
Panama Canal, it is our contention that such costs will have been in- 
curred for the benefit of every taxpayer of the United States, and 
therefore should properly be borne by the taxpayers and by all indus- 
tries, rather than just the maritime industry and the very few tax- 
payers working in this area whose presence here is attributable only 
to their employment with the canal. 

It is a fact that the income of the Company/Government consists 
almost entirely of funds received from tolls or from the canal employ- 
ees. Under the present policy the canal recovers the costs, or a por- 
tion of the costs of various activities, mismanagement, State Depart- 
ment concessions to the Republic of Panama, wage increases, and all 
employee benefits, from the employees themselves through increased 
charges for services or commodities they purchase from the Canal 
Company. Soon there will be an additional increase to employees 
due to a decrease in services, a decrease in employees, additional 
treaty obligations to be met, and in order for the Company to keep 
up their margin of profit heretofore made, an additional burden will 
be placed upon United States citizen employees. 

We do not feel that they should be taxed to support the United 
States Government (through payment of income taxes), have an 
additional tax placed upon them to help support the Panamanian 
Government, the Canal Zone Government, subsidize aliens and also 
subsidize the merchants of world commerce. As an organization of 
United States citizens they feel that any increase in the cost of operat- 
ing the Panama Canal, or payments to the Republic of Panama due 
to treaty obligations, should be distributed over all United States 
taxpayers instead of the 3,700 United States citizens living in the 
Canal Zone; that if the canal is to be operated under a total cost-re- 
covery plan, then a proportionate share of the cost should also be 
borne by world commerce through payment of tolls. 


POINT IV. FRINGE BENEFITS 


The American citizens in the zone contribute to the fringe benefits 
of all other Government employees through payment of Federal in- 
come taxes, but other Government employees’ taxes do not contribute 
to their benefits. 

The United States citizen employees of the Panama Canal Com- 
pany/Canal Zone Government are placed in a unique ‘position; and, 
as a small, individual group of employees, they are required to pay 
all or part of the cost of our so-called fringe benefits, viz: 

1. The Government’s portion of our retirement or social security; 

2. Alien cash relief, for aliens only—act of February 20, 1954, 

Public Law 299, 83d Congress, 2d session, H. R. 5861, 5. 
2038—sponsored by the Panama Canal Company, and amount- 
ing to payments of approximately $1 million per year or more; 
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3. Our Federal employee insurance; 
. So-called free transportation for home leave; 
. Disability compensation; 
. Free official travel; 
. Employees leave time and repatriation cost of employees of the 
Company/Government; 

Of these 7 items, 2 are recoverable directly from the individual, 
1 and 3—all others are recovered through the customers of each divi- 
sion of the canal enterprise, with a sizable portion being recovered 
from the employees themselves. In the case of a nonoperating divi- 
sion—one that cannot pay its own way—the cost is prorated over the 
operating divisions and thus no part of the above so-called fringe 
benefits are paid from Federal funds. To our knowledge no other 
group of Government employees are required to contribute any part 
of the Government’s share for similar benefits, rather the Govern- 
ment’s share of such benefits is paid from nonrecoverable appropriated 
funds. We feel, therefore, that they should not be required to pay 
any more toward their benefits than does any other Federal employee. 

The non-United States citizen employee of the canal pays greatly 
reduced rates for housing, medical care, etc., but rates charged to 
United States citizens are sufficiently high to cover the cost of the 
service concerned, with enough left over to be applied to the deficit 
resulting from charges to the non-United States citizens. This prac- 
tice causes a feeling that the Government is discriminating against 
its own citizens by subsidizing, out of Federal funds, foreign nationals 
at their expense. 

Mr. Mrtter. With regard to the increased costs of operation, why 
should that not be taken care of by an increase in rates? There 
has not been any increase in rates since the year 1. Why is not 
that a normal way to take care of it? 

Mr. Ditwec. We suggest that, Mr. Congressman, but naturally 
we feel, as a representative of the employees, we have nothing to do 
with whether or not there should be increased rates. That is a matter 
for the Company to take care of. 

The point that we are trying to make is that there has been a shifting 
of the burden over to the employees that diminishes their income, 
and of course there have been some contentions made that tolls should 
be raised, but necessarily we do not like to be involved in that. I 
think that your question is a proper one under the circumstances. 

Mr. Miuter. I think that the taxpayers require some protection 
as well as the employees. I fully share your view that the employees 
should not be penalized, but why should our taxpayers be penalized? 

Mr. Ditwea. It is only a suggestion we make, that in some way in 
the general overall consideration of the problems down there that the 
United States employees should not be made to suffer, and that the 
cost should be placed where it should properly carry its own weight. 

Mr. Preston. Is not this argument just a little premature? We 
know that this whole picture must be looked at again by a legislative 
committee. The treaty is pending. It has only been ratified by the 
Republic of Panama. Anything that we would undertake to do would 
be of such a temporary nature. 

Mr. O’Neau. I think that is the only purport of Mr. Dilweg’s 
statement. This committee is not a legislative committee. You 
should not do anything that would disturb the picture at this time. 

(Discussion off the record.) 
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Mr. Ditwec. I wish to add, this argument is advanced at. this 
time to give the committee here the benefit of our views on the matter, 
not that we expect this committee to do anything about it, because 
we realize you know it is a matter for the legislative committee. 

But since this committee has shown a great interest in the operation 
of the canal, we felt you should have our problems in your lap, so to 
speak. 

Mr. Preston. I think that Mr. Flood is very familiar with the 
whole situation down there, having recently been there. Yesterday 
he went into quite a few of the things that you are talking about today, 

Mr. Ditwea. For example, here is another matter that has come 
up recently. As you know, Congress passed a-law last year to cover 
all overseas employees with reference to free travel. Within a matter 
of 2 or 3 weeks the Company has adopted a policy which in effect is— 
take it or leave it. If you want to come back to the States, you use 
the Panama Line, and if you want to take other transportation we 
will pay $100 toward the transportation cost which of course does not 
cover the round-trip transportation. 

Mr. FLoop. May I point out, Mr. Ambassador and Mr. Congress- 
man, I did not consult these two distinguished witnesses and I had 
no idea that they were going to be here today, so that they did not 
know that I went into this matter at some length, as Mr. Preston 
indicated. I just came back and had some meetings with some of 
your people, but I did not know that you were going to be here. 

Mr. Preston. Mr. Dilweg, in the supplemental appropriation bill 
there is some language concerning the method of transportation for 
Canal Zone employees. I do not recall at the moment whether that 
was taken out in conference or left in. Do you recall? 

Mr. Ditwea. | have not seen it. 

Mr. Preston. Here is what we did. I see now. We did not put 
any restrictions in, but in our report we reduced the request enough 
so that they would have to use the Panama Line. So I rather suspect 
that was the result of congressional action rather than the Company’s 
policy. 

Mr. Ditwec. We had no way of really knowing just on what 
authority the company was operating. I wish again to point to one 
thing that concerns the employees. He now thinks he is forced to 
use the Panama Line; he cannot use any other transportation to get 
back to the States. He loses 10 days of his leave by using the Panama 
Line compared to being home tonight if he used an airplane. It just 
adds to the general concern of the employee. 

Now, whether or not Congress has a right to do that, we do not 
question. That is within your authority. 

Mr. Yates. Has there any calculation been made of the extra 
amount of cost that would accrue as the result of a change of that kind? 

Mr. Ditweec. Congressman Yates, I believe you will find the Pan- 
ama Canal Company has set up a rate on its books for the Panama 
fleet of something between $310 and $360 a round trip. Prior to the 
passage of the free travel bill they were permitted to travel on this 
line to New York for approximately $100 a round trip, but the addi- 
tional amount, the difference between the normal rate charged and 
the reduced rate, was charged back to the man’s division. It is 8 
bookkeeping factor. And when somebody from the Panama Canal 
Government used the line they were charged the full rate. 
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The point that I am trying to make is that the minimum rate, to 
get back to this country, is a cost which is established by the company 
in the use of their own boats, is around $300-plus per round trip. So 
that when the Company says to the employee, “‘ You must use our line 
or we will give you $100,” this is arbitrary action on the part of the 
Company and not within the provisions or spirit of the law. 

Mr. Mruter. It was congressional action. It was not on the part 
of the Company. For what it is worth I believe they should lay the 
blame where it belongs. It was our action rather than Company 
action. 

Mr. Preston. It was a very debatable thing when we had it up. 
We did not know whether we were doing the right thing on it or not. 
There were a good many angles to it and we went into it without 
having too much time to consider it. 

Mr. Ditwee. I did read the hearings when Mr. Whitman appeared 
before you. If I recall correctly, you directed several questions to 
Mr. Whitman as to how many would use the Panama Line, and I 
believe that he said about 50 percent. I concluded then you expected 
whatever appropriation they were requesting was too much in that 
the total number would not use the line, but only 50 percent. | 
might be in error there. 

Mr. Preston. Is there anything further that you wish to submit? 

Mr. Ditwea. No. We thank you for permitting us to testify. 

Mr. Yates. It is a pleasure to have you, sir. 


PanaMA CANAL Company-CanaL ZONE GOVERNMENT 
Mr. Preston. We will now hear from Mr. Munro. 


WITNESS 


HOWARD E. MUNRO, CENTRAL LABOR UNION-METAL TRADE 
COUNCIL, CANAL ZONE 


Mr. Munro. I have a prepared statement that I would like to have 
inserted in the record at this point. 

Mr. Preston. We will insert the statement in the record at this 
point. 

(The statement referred to is as follows:) 


STATEMENT OF HowarpD E. Munro, LEGISLATIVE REPRESENTATIVE, THE CENTRAL 
Lanor Unron anp Metat Trapes Councin, AFL, oF THE PANAMA CANAL 
ZONE, ON CANAL ZONE GOVERNMENT AND PANAMA CANAL COMPANY 


Mr. Chairman and members of the committee, my name is Howard E. Munro. 
I am the legislative representative of the Canal Zone Central Labor Union and 
Metal Trades Council. I am an employee of the Panama Canal Company and 
have lived on the Canal Zone since May 1943. At present I am on leave without 
pay from the Panama Canal Company. 

The organizations which I represent are the central bodies of 26 unions affiliated 
with the American Federation of Labor. The membership of these unions are the 
United States citizens employed by the United States to operate, maintain, and 
protect the Panama Canal. 

SCHOOLS 


I would like to call to your attention a condition which was made effective after 
the approval of the appropriation act for the fiscal year 1955, and ask that con- 
sideration be given, with the view of returning free kindergartens to the Canal 
Zone. ; 
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Senate Report 1373, 83d Congress, accompanying H. R. 8367, the appropriation 
bill for fiseal year 1955 states on page 25 under the heading of ‘‘Educational and 
Hospital Care,”’ ‘‘With respect to schools it is the intent of the committee that the 
principle of free education in grades 1 through 12 will extend to residents of the 
Canal Zone and to United States citizen personnel of Government agencies 
resident in the Republic of Panama. Parents desiring to send their children to 
kindergarten or junior college should pay a reasonable tuition.” 

As a result of a conversation with the Elementary Schools Section, Office of 
Education, Department of Health, Education, and Welfare, they sent me a copy 
of their release Status of Kindergartens in the United States of America, revised 
June 1954. The pertinent part of this report includes the statement: ‘All States, 
with the exception of one, have permissive legislation for kindergartens.”’ This 
is followed by 3 tables; 1 giving the 10 States showing the highest kindergarten 
enrollments in 1949-50. The second gives the eight States showing the smallest 
enrollment. The third lists the eight States reporting no kindergarten enrollment. 
I am informed that this reference is made to free public-school systems, as the 
Office of Education does not compute data on private schools. 

We believe that if free public kindergartens are available in 40 of the 48 States, 
that free public kindergarten should be available in the Canal Zone. 

As far as we have been able to ascertain, the Canal Zone school system kinder- 
garten enrollment on October 15, 1954 was: 


Children of: Number 
Company-Government employees 
Department of Army 
Department of Navy 
Erne OE Dee reine! oad bot to ea hb 5 ee ed foe ce gawen dg 
Disepeaneots FOCOte BN gon no Sicbuc epee cdot deen 
Non-Government employed residents 


The four children of non-Government employed residents are children of the 
limited category of persons allowed to reside on the Canal Zone, which include 
religious workers, employees of banks, oil-handling companies, shipping agents, 
etc. 

The present tuition charged for each child is $8 per month, or $72 per school 
year. The total cost, based on tuition charged, to include kindergartens under 
the same conditions prevailing for grates 1 through 12 will be $38,016. Of this 
amount, the Canal Zone Government will recover $28,224 from the other involved 
Federal agencies. 

It is our belief that an increase of $10,000 in the Canal Zone school appropria- 
tion, accompanied by appropriate language in the committee report to include 
kindergartens in the principle of free education on the Canal Zone, will bring the 
Canal Zone school system in line with 40 of the 48 States. 


EMPLOYEES’ HOME LEAVE 


During the consideration of H. R. 4903, the Second Supplemental Appropriation 
Act of 1955, discussion was had on the employees’ home-leave transportation. 
Public Law 737 of the 83d Congress authorized, uncer certain conditions, travel 
expenses from posts of duty outside the United States to the employees’ home in 
the continental United States. 

The discussion was not regarding the paying of this expense, but the method 
used to determine the rates to be charged for this service. 

Before proceeding further, I wish to state that when the legislation was under 
consi“eration I testified in favor of the enactment of Public Law 737. It was not 
my intention then, nor now to abuse the intent of this law. The basic travel law, 
the Administrative Expenses Act of 1946, as amended, is auite clear that the 
travel shall be by the cheapest first-class accommodations available. We internret 
that to mean the least expensive to the Fe’eral Government and not necessarily 
the chearest method derived by bookkeening. 

In our opinion, since the enactment of Public Law 841, 81st Congress, reorvaniz- 
ing the Panama Canal, the present Canal Zone Government and Panama Canal 
Company has become an auditors’ paratise. In some cases, and we helieve this 
is one, we are of the opinion that in the quest of a perfect bookkeeping system, 
that all sight has been lost of the power to reason. 
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Public Law 841, 81st Congress requires the Panama Canal Company to pay 
the costs of the Canal Zone Government. Therefore, if the Panama Canal 
Company charges the Canal Zone Government $10 for a trip to New York, the 
Panama Canal Company pays that $10. If the charge is $100, the Company 
pays that amount. In other words, the Company pays itself for the passage. 
Now, if the Panama Canal Company charges the Canal Zone Government a figure 
in excess of the “cheapest first-class rate,’’ the basic law provides that the Canal 
Zone Government use the cheapest rate, and the Panama Canal Company will 
then pay another common carrier. At the same time, the Panama Canal 
Company will operate their own facilities with empty spaces. 

The operation of the Panama Line is a necessity for the operation of the Panama 
Canal. The cargo carried and the control of sailings is imperative to the operation 
of the canal. The available passenger space during the school vacation period 
is a necessity from the employees’ angle. 

It is hard for us to understand the Panama Canal Company paying another 
common carrier for services they can furnish, simply because a perfect book- 
keeping system requires the tariff to reflect a proportionate share of all costs. 
The interest on the capital investment of the ship, the ship’s depreciation, the 
ship’s share of the general corporate expenses, the dock fees in New York, the 
expense of the steamship office, and except for the passengers’ direct expense, 
the Panama Line’s expense will be the same whether John Doe travels Panama 
Line or some other common carrier. In our opinion, to pay another common 
carrier any amount in excess of a passenger’s direct expense on the Panama 
Line, is not using the “cheapest first-class accommodation” available. In our 
opinion, this also increases the cost to the Federal Government as only Federal 
employees are affected by Public Law 737, 83d Congress, 


INVESTIGATIONS, STUDIES, ETC., FOR TRANS-ISTHMIAN HIGHWAY WITHIN CANAL ZONE 


The appropriations for the fiscal year 1955 included $90,000 for this project 
and another $90,000 is requested for the fiscal year 1956. 

The Appropriation Committee, when reporting (H. Rept. 1345) H. R. 8367, 
the appropriation bill covering the Canal Sees government for fiscal year 1955, 
had this to say nes the expenditure: “The committee calls to the attention 
of the Secretary of the Army the desirability of a study as to the need and cost 
of a transisthmian highway entirely within the Canal Zone.’’ The Senate Appro- 
priations Committee, when reporting (S. Rept. 1373) H. R. 8367, had this to say: 
‘In view of the testimony presented to the committee relative to the desirability 
of replacing the railroad by a highway entirely within the Canal Zone, the com- 
mittee desires that the purchase of the new poxcars programed for fiscal year 
1955 be deferred. It is desired that the Governor aaa the Board of Directors 
give further consideration to the feasibility of replacing the railroad with a 
highway totally within the Canal Zone, utilizing the existing roadbed where 
practicable for the highway. This study should include an estimate of the cost 
of the new facilities required for this alternate means of transportation together 
with a comparison of the cost of operation and maintenance of the railroad and 
the highway.” 

It is my understanding that such a study has been made with copies of the 
report being furnished this committee. I have not seen the report, therefore, 
Iam unable to comment on it. The Nation, a daily newspaper printed in Panama 
City, Republic of Panama, carried a story on April 3 of this year, to the effect 
that the Governor of the Canal Zone was seeking a sum estimated at $9 million 
for the construction of a new transisthmian highway completely within the 
Canal Zone. It also stated that financing of this project runs into fiscal year 
1957. The $9 million figure is apparently based on a 2-lane, 24-foot highway, 
with an additional estimated amount of $6 million for an additional 2 lanes to 
make it a 4-lane highway. 

Without making an expensive survey and soil study, our people have come up 
with an estimate of $30 million for a 2-lane highway and $35 million for a 4- 
lane highway. The only similiarity between the newspaper report and our figures 
is the additional cost of a 4- over a 2-lane highway, i. e., $6 million and $5 million. 

Both the newspaper clipping and our figures cover only the 22 miles from Gam- 
boa to Gatun, the present roads to Gamboa and Gatun being used to cover the 
balance of the distance from Ancon to Cristobal. 

I might add that the present transisthmian highway which is totally within the 
Republic of Panama, is a 2-lane highway and is the most dangerous road I have 
ever experienced. The committee should weigh carefully the safety angle before 
any decision is reached to build any road, 
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Should this new highway replace the railroad, all the freight on the Canal 
Zone will have to be handled by trucks and trailers on it, regardless of size or 
weight. When the railroad is gone, it is gone. 

The Commission on Organization of the Executive Branch of the Government 
reported on the Panama Railroad in House Document 125, 84th Congress. Their 
recommendation No. 18 on page 80 of the report states: “That the appropriate 
committees of Congress examine the circumstances surrounding the decision to 
abandon the Panama Railroad before it authorizes or appropriates in favor of the 
new highway construction.’’ We believe this should be done. 

We bese this belief on reasoning supplied us from various sources which, when 
put together, does not make sense to us. 

It is a fact that military freight handled by the railroad has been declining. 
We attribute this to the military desire to be self-sufficient rather than to cost. 
The cost of truck operation by the military is absorbed in their military budget and 
does not reflect in the Canal Zone Government or Panama Canal Company 
finances. There is no interest or depreciation returned to the Federal Treasury 
on money spent by the military for trucks or equipment on the Canal Zone, but 
the Panama Canal Company is expected to pay these costs on their equipment. 
Therefore, in our opinion, this factor should be figured the same way when a cost 
comparison is made. Either both should pay, or neither, to get a true comparison. 

The General Accounting Office on page 52 of their audit report for fiscal 
year 1953 (H. Doc. 473) states that the main line, yards and spurs total 
approximately 155 miles of track. It is plain to see that this cannot be replaced 
by a 22-mile highway. Additional roads, parking areas, and storage spaces 
will have to be built. This additional expense should be considered at this time 
as a part of the railroad abandonment program. 

Consideration should be given to the fact that the Federal Treasury receives 
the current going rate of interest and depreciation on the railroad plant valued 
at about $12.5 million. The highway used to replace this investment is reported 
to cost $9 million. The Federal Treasury will not receive interest and deprecia- 
tion on this amount as it will be a Canal Zone Government investment. As 
such, interest and depreciation are not payable. We believe that interest and 
depreciation should be deducted from the railroad figures, and highway mainte- 
nance should be added to the proposed highway figures before any comparison 
of costs be made. Based on fiscal year 1954 operation, it is alleged that it cost 
the Company-Government $3.64 per ton for hauling the Company-Government 
freight. The best estimates that are currently available are that it will cost 
$3.59 per ton for hauling the Company-Government freight over the proposed 
highway. The $3.64 figure includes depreciation, while the $3.59 figure does not 
include depreciation or maintenance of the highway. 

There has been criticism that the railroad has not been able to operate on a 
break-even basis if they are required to pay an allocated share of the costs of the 
Canal Zone Government and the general corporate expenses. We do not believe 
that the abandonment of the railroad will decrease the costs of the Canal Zone 
Government or the general corporate expense. We fail to see how the new 
highway will contribute anything toward these costs either. Therefore, in our 
opinion, there will be nothing gained by this proposed abandonment. 

There is still another point which we believe should be considered. That is 
the disposition of the present railroad employees. There are 91 United States 

citizens employed on the railroad. A break down by age group follows: 


Employees 60 years or older____-_----_--- 
Employees between 55 and 60 years old 
Employees between 50 and 55 years old 
Employees between 45 and 50 years old 


Employees 45 years old or older 
Fifty-six of these employees are over the normal hiring age for employment in 


the United States. 
A breakdown by years of service follows: 


Employees having 30 years service, or over, on the Canal Zone___-_-------- 
Employees having between 25 and 30 years service on the Canal Zone_-_--_- 
Employees having between 20 and 25 years service on the Canal Zone 

Employees having between 15 and 20 years service on the Canal Zone_ - - - - 


Employees having 15 or more years’ service 
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The Interstate Commerce Commission does not permit abandonment of rail- 
roads or parts thereof until suitable arrangements are made to care for the 
employees displaced. This is usually done by severance pay in accordance with 
a schedule in the Washington Agreement. We do not believe we are expecting 
too much to expect the Panama Canal Company to follow this agreement should 
they abandon the railroad. The costs of this protection should also be con- 
sidered in the cost of replacing the railroad with a highway. 

We respectfully ask that a congressional committee investigate the entire 
situation of the abandonment of the railroad before any further steps are taken 
to bring about its abandonment. 

I will be glad to answer any questions or furnish any further data requested. 
I appreciate the opportunity of appearing here today to present these facts. 

Thank you. 

Mr. Munro. Mr. Chairman and members of the committee, my 
name is Howard E. Munro. I am the legislative representative of 
the Canal Zone Central Labor Union and Metal Trades Council. 
I am an employee of the Panama Canal Company, and have lived on 
the Canal Zone since May, 1943. At present I am on leave without 
pay from the Panama Canal Company. 

The organizations which I represent are the central bodies of the 26 
unions affiliated with the American Federation of Labor. The mem- 
bership of these unions are the United States citizens employed by the 
United States to operate, maintain and protect the Panama Canal. 

I have discussed the railroad situation in my prepared statement 
with the railroad brotherhoods and I am authorized to say that they 
endorse the section pertaining to the abandonment of the Panama 
Railroad. 

One of the first things that I would like to call your attention to is a 
condition which was made effective after the approval of the Appro- 
priations Act for the fiscal year 1955 and that consideration be given 
with a view of returning free kindergartens. 

The Canal Zone employee is required to pay tuition for kinder- 
gartens for the first time. I have checked with the Department of 
Health, Education, and Welfare and they inform me through a copy 
of their release, Status of Kindergartens in the USA, revised as of 
June 1954, that 40 of the 48 States of the United States supply free 
kindergarten service. 

In their document they have three tables. One lists 10 States 
showing the highest kindergarten enrollment, the next one the 
showing the lowest, and the third shows no kindergarten enrollment. 
It also states that there is legislation in all States for free kinder- 
gartens except one. 

As far as the Canal Zone is concerned, there are 528 pupils in kinder- 
garten. In the printed statement it is broken down as to the children 
of the employees affected. 

The present tuition on the Canal Zone is $8 per month, or $72 per 
year. The total cost, based upon this tuition charge, to dale free 
kindergarten service in the principle of free education, would be 
$38,016. Of this, $28,224 would be recovered from the military 
departments. 

It is our belief that if the Canal Zone Government school appropria- 
tion is increased $10,000 and the principle of free education in the 
kindergartens be added, in the report of the committee, to that which 
was added last year from grades 1 to 12, that free kinder gartens on the 
Canal Zone would be allowable. 





906 


Mr. Preston. Do you mean that there would have to be an item 
put in the military bill too? 

Mr. Munro. I do not believe so. In the military bill they are 
authorized to pay for schooling. It does not specify grades. 

Mr. Preston. It would just be a matter of language in our report? 

Mr. Munro. That is correct. The language would cover similar 
schooling in the military appropriations. 

Mr. Rooney. The $10,000 would cover how many children? 

Mr. Munro. The total of $38,016 would cover 528 children. 

Mr. Rooney. I want to understand you correctly. If we were to 
give you $10,000 and some language in the report, we would bring 
about free kindergarten education for how many children? 

Mr. Munro. 528. That appears in a table on tope of page 2. 

In regard to the home travel leave which was discussed in the 
Second Supplementary Appropriation Act of 1955, I would like to state 
that I testified before the committee when Public Law 737 was enacted, 
one it was not my intention then nor now to abuse this home travel 
eave. 

The basic law states that the travel will be based upon the cheapest 
available transportation. Now, we believe that means the cheapest 
as far as the United States Government is concerned. We do not 
understand the policy of the auditors when they specify all costs have 
to be added to the transportation problem. By adding depreciation, 
interest, and the general corporate charges, it is possible that the book- 
keeping value of the transportation would exceed the cheapest method 
available, which would make the Panama Canal Company employees 
use other common carriers. 

Whether John Doe goes on the Panama Line or not, the expenses 
of the Panama Line would be approximately the same as far as the 
general corporate expenses, the interest, and the New York office are 
concerned. We do not understand why, for the sake of a bookkeeping 
arrangement, the Panama Canal Company pays outside agencies for 
carrying their people when their own boats are operating with vacant 
spaces. We believe that the cost that should be charged should only 
be the direct cost of the employee’s travel. 

Regarding the investigation and studies of the Trans-Isthmian 
Highway within the Canal Zone, $90,000 has been approved for 1955 
and I believe $90,000 was asked for again this year. 

Last year the Appropriations Committees of both the House and the 
Senate requested studies to be made of the feasibility and cost of re- 
placing a railroad with a highway entirely within the Canal Zone. 
We do not think this request is a license to abandon the railroad, but 
apparently the thinking is that the railroad is a thing of the past. It 
is only a matter of time when it stops running. 

The Hoover Commission made investigations on the Canal Zone 
and Congressman Brown was down there. In their report they made 
a statement that the upper military echelon was in favor of abandoning 
the railroad, but the people at the operating levels were not too sure. 
The recommendation of the Hoover Commission was that a complete 
study by a congressional committee be made before any appropria- 
tions or any steps were taken to abandon the railroad. 

The report that was requested has been sent to Congress but I have 
been unable to see it. I do not know what it contains. The Nation, 
a daily newspaper printed at Panama, carried a story that it would 
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cost about $9 million to build this highway and another additional 
$6 million to change the highway from a 2- to'a 4-lane highway. Our 
people went over the situation and without making an extensive sur- 
vey came up with figures of $30 million for a 2-lane highway, and 
$35 million for a 4-lane highway, the only similarity between the 2 is 
the cost difference between a 4- and a 6-lane highway. 

Mr. SHELLEY. In your opinion, and based upon your long career 
in the service in the Canal Zone, do you think that a four-lane highway 
is required to handle the traffic if the highway is built? 

Mr. Munro. I do, and particularly the section that they are going 
to build. In this 22-mile section, the biggest part of it will be over a 
fill across the lake. A 2-lane highway is dangerous, and if you go 
off a 2-lane highway on this particular section you will land in the 
lake. You do need the additional width. A 3-lane highway would 
be worse than a 2-lane highway. 

Going back to the Hoover Commission report, I would like to read 
just one section that Mr. Brown reported in his survey. 

Mr. Foon. , I interrupt? As I understand the tenor of your 
testimony with reference to the railroad, if it is in the best interests 
and the welfare of the United States of America you do not care 
whether they have a railroad or not, but you want the Congress, 
through a committee, a legislative committee, to examine this report 
of the board of directors of the Canal Company and you want the 
Congress to pass judgment upon whether or not this railroad should 
or should not be abandoned. Is that it? 

Mr. Munro. Yes. 

Mr. FLoop. If Congress says so, it is all right with you? 

Mr. Munro. That is correct. In other words, our total interest 
in this proposition is the protection of the United States Government 
on the Canal Zone. We would like to see someone with an overall 
picture of the relations of the Government, preferably a congressional 
committee, investigate the situation. 

Mr. Fioop. I agree with you. 

Mr. Munro. If they believe that it should be abandoned, it is 
perfectly satisfactory with us. However, we who work down there 
do not believe so. 

Mr. Fioop. I have no opinion about that, but I think your 
approach is right. 

Mr. Munro. The section from the report that I would like to read 
at this time by Mr. Brown was in his inquiry at the Canal Zone. I 
quote from the report: 

It is important to emphasize that while the top military command agreed with 
officials at the departmental level that the railroad is not considered to have any 
significant defense value, none of the subordinate military men agreed with this 
decision. They suggest that if for any reason the canal was rendered inoperative 
even for a relatively short period, every possible means of transporting cargo 
across the isthmus would become vitally important. The decision to abandon 


the railroad is influenced by a strong desire to construct the highway within the 
Canal Zone. 


That follows along with what I have said, that the people who have 
nothing in particular to lose or again by the abandonment should 
look into it. 

The main case against the railroad is that it has been losing money 
because it cannot carry the operating costs of the Canal Zone Govern- 
ment and the general corporate expenses of the Company. The rail- 
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road, by proper bookkeeping methods, is subjected to this. The 
abolishment of the railroad, in our opinion, will not reduce the cost 
of the Canal Zone Government, nor would it reduce the general cor- 
porate expenses. The highway would not pay anything toward the 
Canal Zone Government, nor would it pay any part of the general 
corporate expenses. Therefore, we see no reason to abolish the rail- 
road and not remedy the situation. You are not going to have the 
money in either case, 

Another item for consideration is the displacement of the 91 em- 
ployees on the Canal Zone that are railroad people. In my statement 
IT have included the list by age groups which shows that 56 of them 
were over 45 years of age; therefore, they are above the hiring age 
in the States. 

The breakdown on page 6 shows the breakdown by years of service 
with the Canal Company on the canal, 43 of them have over 15 years 
of service with the Company. 

In the case of the United States worker, the Interstate Commerce 
Commission usually sets up agreeable conditions for the displaced 
employee before they allow the abandonment of a railroad. 

There are several protection contracts, commonly called the Okla- 
homa agreement, the Burlington agreement, the Chicago Northwest- 
ern agreement, and the Washington agreement, whereby displaced 
employees are taken care of. 

We believe if Congress agrees that the railroad should be abandoned, 
we think those displaced employees sould receive the same considera- 
tion as railroads give their displaced employees in the United States. 

Mr. SHetiey. What is the general length of their employment? 

Mr. Munro. Basically, no employee will be worse off than he was 
in the job on the railroad. 

Mr. SHeuiey. I mean, what classifications? Are they engineers, 
brakemen, or what? 

Mr. Monro. Engineers, conductors, maintenance of way, carmen, 
signal:nen. The provisions of the agreement would be that if they 
remained with the Company their conditions of employment will be 
no worse because of the abandonment, and if they are severed from 
the Company, they will receive a severance pay which is set up in the 
Washington agreement. 

Mr. Fioop. Most of those employees have been working for this 
railroad for some time in years? 

Mr. Munro. That is correct. 

Mr. Fioop. Generally speaking? 

Mr. Munro. Four of then have been down there for 30 years. 
Six have been down there from 25 to 30 years. They were railroad- 
men in most cases before they went down there. They cannot come 
back to the railroads in the United States because they have lost 
their seniority rights. ‘They severed all connections with the States 
when they went to the Canal Zone. So if the railroad 1 
abandoned 

Mr. FLoop. You do not want any special favors or special treat- 
ment; you just want them to be treated as railroadmen are treated 
in the United States, if and when the railroad is abandoned—no more 
or no less? 

Mr. Munro. That is correct. That is exactly what the men think 
they are entitled to, and that is what we would appreciate having. 
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That concludes my statement. 

Mr. Preston. We thank you very much. 

Mr. Fioop. You like to feel that these fellows working in the Canal 
Zone are still citizens of the United States? 

Mr. Munro. Yes. They are citizens. They are at a disadvantage 
being down in the Canal Zone, and that is creating the problem right 
now. They are worried about losing their jobs. W hen you are worried 
about losing your job in the States you can start looking for a new 
one. They cannot do that down there. You cannot look for a job 
by mail. 

"Mr. Preston. We appreciate your appearance. 
The committee will stand adjourned until 1:30 o’clock this afternoon. 


Tuespay, May 3, 1955. 
GRANTS-IN-AID FOR AIRPORTS 


WITNESSES 


HON. WILLIAM B. HARTSFIELD, MAYOR, ATLANTA, CHAIRMAN, 
AIRPORT SPONSORS COMMITTEE, AMERICAN MUNICIPAL ASSO- 
CIATION 

DEAN SIGLER, REPRESENTING AMERICAN MUNICIPAL ASSOCIA- 
TION 

GUY THOMPSON, REPRESENTING AMERICAN MUNICIPAL ASSO- 
CIATION 

HON. B. E. MULLIKIN, STATE SENATOR, GEORGIA 


Mr. Preston. The committee will please be in order. 

We are delighted to have with us this afternoon the distinguished 
mayor of the city of Atlanta, Ga., Hon. William B. Hartsfield, who 
has always shown a great deal of interest in the Federal-aid airport 
program. 

Mayor, if you will identify those who are accompanying you for the 
record, and then proceed with your statement, we will be very glad 
to hear you at this time. 

Mr. Hartsriretp. Thank you, Mr. Chairman. 

For the record, I am William B. Hartsfield, mayor, Atlanta, and 
chairman of the airport sponsors committee of the American Municipal 
Association. With me is Mr. Dean Sigler and Mr. Guy Thompson, 
also representing the American Municipal Association, and Mr. B. E. 
Mullikin, State senator. 

I want to say to you that I am here today as the spokesman for the 
12,000-member American Municipal Association and representing 
primarily those 1,142 communities in the 48 States that have obliga- 
tions under the Federal-aid airport program. 

I wish to make it clear from the beginning of my remarks that I am 
not here as a mendicant asking for Federal dellars. 1 am here as a 
partner who has been spending municipal dollars, to ask the Federal 
partner when it expects to do its part in our joint undertaking of 
providing this country with an adequate system of public airports. | 
want to emphasize the urgent necessity this year of providing the 
$100 million annual appropriation authorized under the Federal 
Airport Act of 1946. 

61922—_55——_58 
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I have prepared and asked permission to file for the record what 
I believe to be a comprehensive statement covering our position in 
this matter; however, to keep my presentation within the restricted 
time limit, I will merely present the highlights of this report and make 
reference to the several charts and drafts which we feel more clearly 
tell the story. 

The following figures and chart No. 1 show what maximum amount 
the Federal Government was authorized to provide on a 50-50 
dollar-matching basis, and how far short of the authorized amount 
have been the annual ‘appropriations. 

You will see from this chart, Mr. Chairman, what was authorized 
from 1947 through 1948, 1949, 1950, 1951, 1952, 1953, and 1954, 
with little or nothing appropriated. 

The civil airport sponsors of the United States are ready to provide 
in fiscal 1956 a full $100 million in local funds to match a like amount 
of Federal funds on a 50—50 basis under the provisions of the Airport 
Act. The Administrator of Civil Aeronautics knows that local govern- 
ment sponsors are prepared to do their part and we respectfully ask 
you to do your part. We have both been too complacent about our 
system of public airports. 

The municipalities were shocked last year to learn through the report 
of the Airport Panel of the Commerce Department’s Transportation 
Council (S. Doc. No. 95) that we have in this country only 150 air- 
ports, an average of about 3 to each State, with paved runways 5,000 
feet or longer. The report also states that the type of heavy four- 
engine equipment now used on our airlines requires airports with 
rupways 5,000 feet or more in length. 

Gentlemen, we have in the United States 17,118 incorporated 
places, populated by 96,062,627 persons, a large percentage of which 
are industrial, agricultural, and commercial centers playing an im- 
portant part in our national economy. It should be possible to reach 
these places at air-age speeds in any emergency as well as under 
modern business conditions. We could face a situation where the 
products of our farms and factories were needed quickly at unex- 
pected locations to feed or equip dispersed multitudes forced from 
some of our cities by atomic attack. 

We could need air-speed service in relocating the salvaged vabchinery 
of bombed-out factories. We have talked with pride about our 
national economy and work force being the first line of defense and yet 
with only 150 airports in this Nation capable of accommodating our 
best load-carrying transport aircraft, we are not prepared to strengthen 
and sustain oureconomy. We need action now to broaden the airport 
base of that means of air transportation that cannot be slowed down 
by broken rails or highways; a means of transport that is from 5 to 8 
times as fast as highway transportation. 

The Civil Aeronautics Administration released a survey early this 
year with an estimate that 8.5 million hours were flown in 1953 by 
aircraft in general noncarrier aviation. That figure is nearly 75 
percent of the total civil flying hours for that year. 

About 42 percent of that flying was in the category of business flying 
which had tripled since 1946. "Phe business aircraft logged about 3.6 
million hours of flying in 1953, said to be nearly 500,000 hours more 
than flown by the scheduled domestic and international airlines. 
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The following charts Nos. 3 and 4 are illustrations of the way that 
business aircraft are now used by approximately 6,000 industries and 
business organizations in the United States. 

Let me call your attention to this chart, and I am sure it will amaze 
you as it did me. 

’ Here is a chart showing the activities of 1 company, and I think it 
operated 3 planes—one business company, the Saginaw Electric Co. 
of Springfield, Ill., operated its aircraft over 38,000 miles in 1954. 

Now, just for comparison, we have put on there the route of the 
American Airlines, one of the biggest carriers, possibly the biggest 
domestic carrier. That is shown in black. This company’s fleet, as 
you will notice, operates on this side of the chart many of the places 
that you probably never heard of; yet that is the track of just one pri- 
vate business operator, showing the need for airports all over the 
country. 

And may I say at this time that we are not here presenting the 
claims of the biggest cities for airports—m any of whom do need aid— 
but we are here speaking on behalf of all cities, large and small, and 
in all parts of the Nation, that need this service. And from the 
standpoint of civil defense, gentlemen, the chart here shows the 
tremendous use which private business is making, not only of the 
large airports, but of the small airports over the Nation. 

During the 1950’s we were seeing a notable advance in civil avia- 
tion. And before I go on with my statement, gentlemen, I would 
like to call your attention to chart No. 2, which shows the number 
of private planes: 64,121 privately owned, single-engine planes, 19,122 
in business use; 2,606 multiengine planes; 2,022 flying cubs; 1,428 
multiengine planes in the hands of private owners; and only 1,511 
scheduled airlines in this Nation. 

Here on the chart is shown the private users and here are the 
scheduled airlines, 1,511. 

Mr. Preston. You mean, that is all the private commercial lines 
have, 1,511? 

Mr. HarrsFie.tp. Yes; Douglas, Constellation, American, Eastern, 
and Western 

Mr. Preston. That is surprising. 

Mr. HarrsFIetp. Yes. 

Mr. Tuomas. Six hundred of them were built since Korea. 

Mr. HartsFIELD. That is your scheduled airlines, 1,511, all operat- 
ing in this country today. 

Here are your private users—here are your business users, 19,122, 
and, as I said, those business users are today flying all over the Nation, 
and they are flying from little airports where new industries have been 
established. 

Six thousand companies are using private airplanes to fly about the 
Nation. And for the benefit of those who just came in, this chart shows 
the tracks of just 1 company, out of Springfield, using 3 planes. 

There is 1 line that used, from 3 to 68 times, last year, from that 
center 

Mr. THomas. One company in my home town operates 20 planes 
of its own. 

Mr. HarTsFIELD. During the 1950’s we are seeing a notable 
advance in civil aviation—the growth in use of the private and 
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business airplanes. ‘This growth requires an entirely new look at our 
civil airport development program. Where we have been giving 
primary attention to airports serving our airlines, we must now 
broaden the program to facilitate the operation of aircraft to many 
hundreds of airports not served by scheduled carriers. There are 
over 6,000 airports in the United States and less than 600, about 10 
percent, have scheduled airline service. But we have over 6,000 
industrial and business organizations, all a part of our national 
economy, that will operate next year nearly 20,000 aircraft. A majority 
of the flights by that sizable fleet of business aircraft will be to airports 
not served by air carriers and not included in our very limited 1955 
airport program. 

Just as the private automobile, company service car and light 
utility truck have become standard business equipment for use on 
our streets and highways to places an hour’s drive from shops and 
stores, the utility airplane is growing in use for distances up to 1,000 
miles from nines, factories, and distribution centers. Have you ever 
looked at the list of over 6,000 organizations that operate aircraft in 
their business? Do you know that business and private aircraft 
play an important part in the maintenance and servicing of farm 
implements, mining machinery, automotive equipment, electronic 
devices, telephone and pipelines, business machines, food machinery, 
water and rail equipment, publishing plants, tool makers, chemical 
plants, and all types of manufacturing plants including munitions? 
Do you know that the sales and distribution executives whose business 
it is to have food, clothing and building materials where you want 
to find them when you need to buy them, are now traveling quickly 
by business aircraft? 

The American Municipal Association is making a test survey among 
civil airports in the 48 States to find how frequently our airports are 
used by the various classes of airport users. We will provide you with 
a copy of that report when it is completed. 

In the meantime, chart No. 6—that has not been made available 
yet—but it will be furnished you later, giving the 1954 figures from 
five cities, picked at random in the East, South, Midwest, and West, 
and will serve to illustrate the present volume of airline operations at 
the local airports as compared with the other civil aircraft operations. 

Then, Mr. Chairman, I have some figures set out in tabulated form, 
giving the city population, airline operation, private, business, and 
nonscheduled operations, with the totals, which, with your permission, 
I will just skip over and include in the record. 

(The tabulation referred to follows:) 


Other civil operations 


Airline syn eames 
operations 


City population : 
Private Business Non- 
yer gs scheduled 


13, 040 

61, 576 26, 389 

30, 873 27, 514 

, OFF 35, 000 20, 900 

10, 736 19, 727 9, 580 
194, 639 202, 611 96, 523 91, 742 | 
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You will note that the business aircraft movements at this sample 
group of airports is approximately one-half the number of the airline 
movements while the movements of private aircraft exceed in num- 
ber by a few percent the number of airline movements. There are 
nonscheduled carrier movements at this group of airports, equal to 
about 47 percent of the airline movements. These figures are used 
to show that airport operators and national-airport-system planners 
can no longer think only in terms of an airport to serve airlines only. 
In some of our cities this will mean that there is a need for Federal 
cooperation on the development of secondary airports to serve a 
growing interstate air commerce. 

The cooperative development of secondary and small or nonhub 
airports will tend to lessen the air traffic pressure at many of our 
larger airports that are on the list of 164 being aided with Federal 
funds this year. During fiscal 1954 the CAA reported air traffic 
delays at over 70 airports that are served by CAA towers. These 
were delays to arriving aircraft averaging from 10 to 40 minutes, no 
record being kept of delays of less than 10 minutes. Where delays 
are due to a slow rate of acceptance or congestion on an airport’s 
runways, taxiways, loading aprons or in the terminal’s traflic process- 
ing counters, we are losing the advantages of airspeed transportation. 
There is no reason to talk about new and faster aircraft if we are 
going to waste the time gained between cities trying to get in or out 
of inefficient and overcrowded airports. 

An operational policy study group of the President’s Air Coordi- 
nating Committee has compiled a report, Air Traffic Control and the 
National Security, in which was said— 
no matter what may be achieved in a program of greatly increased aircraft speeds, 
and the safe spacing of increasing numbers of aircraft moving in the airspace— 
and no matter what precision control techniques may be developed to make 
possible a higher takeoff and landing frequency, the volume of air traffic that can 
be moved between points of departure and points of arrival cannot exceed the 
rate of acceptance and capacity characteristics of the airports used. Even today, 
many of our airports have reached the saturation point. 

In listing the factors to be considered in solving the airport problem, 
the ACC report included adequate runways, adequate taxiways, 
adequate entrances to and exits from runways, adequate ramp and 
parking areas, adequate building and passenger handling facilities. 

At this point it seems appropriate to quote from the Civil Air 
Policy report of the President’s Air Coordinating Committee, pub- 
lished in May 1954: 

Just as surface transportation played a major role in the internal development 
of this country, aviation now links the United States to the major economic 
and political centers of the free world. The needs of commerce, foreign rela- 
tions, the postal service, and defense attach a high degree of national interest 
to the development and maintenance of adequate (civil aviation) services. 

The development of civil airports is primarily the responsibility of individual 
communities. There is, however, a more general interest of the Federal Govern- 
ment in the development of a network of airports adequate for the needs of 
civil aviation and national defense. This interest has been recognized by Federal 
see for the planning and construction of civil airports and related 
aciities. 

The Federal Airport Act of 1946 provides current statutory authority for a 
Federal program of grants to assist State and local governments on airport 
construction. This program was conceived to develop a network of public 
airports primarily to meet anticipated air-traffic needs resulting from the growth 
of air commerce and general aviation. 
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The municipalities are striving to be prepared for an unprecedented 
growth of traffic at our airports and future heliports. However, we 
believe the forecasts show the urgent need for Federal cooperation, 
We feel that each of you must realize the soundness of President 
Eisenhower’s remarks about essential public works: 

Where local enterprise can shoulder the burden, it will be encouraged and 
supported in doing so. But where local action cannot and should not fully meet 
the need, we shall have Federal action. 

We are appealing to you now because local government cannot and 
should not foot the whole bill for the improvement of our airports. 
The Federal Airport Act provided a way to meet the costs coopera- 
tively and we urge action without delay in the form of the maximum 
appropriation within the legal limits of that act of Congress—$100 
million for matching local dollars in civil airport improvement for 
fiscal 1956. 

The municipalities have been unable to understand why the annual 
appropriations under the Federal Airport Act have been so small, if the 
Congress was really getting a true story about the inadequacy of our 
system to civil airports. Recently we have learned that you have not 
been getting all the facts from Commerce Department and CAA 
officials. This statement is not made in criticism of those officials, but 
to tell you that the budgetary control system of the executive depart- 
ment and the questionable interpretation of certain statutes has kept 
you from knowing all the facts that should have been brought to your 
attention. 

This situation was recently brought to the attention of your chair- 
man by a letter from the airport sponsors’ committee of the American 
Municipal Association. We pointed out that— 
under the budget procedures of the Federal Government all agencies are permitted 
to justify only the limit of the appropriation request contained in the President’s 
budget message to Congress. 

Under this rule the Administrator of Civil Aeronautics and members 
of his staff would only be able to discuss a figure selected by Budget 
Bureau personnel, a figure that we have reason to believe is little more 
than 10 percent of what the CAA airport officials would urgently 
recommend if they could talk freely. 

There is also a belief on our part that a doubtful administrative 
interpretation of the United States Code, lobbying with appropriated 
moneys, has prevented CAA and Commerce Department officials from 
making important factual statements to your committee during 
hearings, if those statements involve airport development beyond the 
very restricted limits of the request initiated by the Budget Bureau. 

We believe it is within your power to protect and enable well 
informed officials of the executive departments to talk freely and if 
this is done our urgent request for a maximum 1956 appropriation 
under the Federal Tircet pve will be confirmed, we believe. 

The current airport aid appropriation of $22 million for 1955 pro- 
vided under restricting criteria a program for only 164 airport projects. 

The inadequacy of such a program is clearly indicated by the 
remarks of the Civil Aeronautics Administrator before the American 
Road Builders Association in January of this year. He said— 
there are some 760 airports throughout the country which would satisfy the 


criteria, without considering additional airports that might qualify because of 
special modifying factors. * * * 
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In this connection, I call to your attention the need for more landing facilities 
for executive aircraft, which may require 3,500- to 4,000-foot paved runways. 
Industry today often considers airport facilities just as important in choosing a 
plant site as availability of labor, utilities, and so forth. It appears that private 
enterprise, local governments, or a combination will have to meet this demand, 
for we cannot stretch present funds and criteria to cover such projects. 

The growth of aviation translates itself into demands for additional airport 
facilities—longer runways of adequate strength, taxiways to facilitate ground 
movement, bleed-off taxiways to insure quick exits from runways and other 
facilities needed to increase airport capacities. There are demands for clear 
approaches to runways, for adequate ramp areas to accommodate ever-increasing 
numbers of aircraft. Smaller airports need paved runways and taxiways when 
traffie becomes so heavy that the turf will not stand up under it. 

Not all airports can be developed to take care of future traffic demands. These 
will require replacement airports or supplemental airports. Actually, however, 
the prime need is for the improvement of existing facilities. The 1953 National 
Airport plan lists 2,060 conventional airports as needed, of which 1,765 are in 
existence and only 295 would be new facilities. This indicates that the biggest 
job ahead is the further improvement of existing facilities to permit them to 
handle increased traffic with the utjmost safety. * * * 


The Congress has appropriated only $22 million for aid under the 
Airport Act since 1953, so it is quite obvious that hundreds of the 
civil airports in need of help that year must be in critical condition 
today, if in fact some have not already prohibited public use of part 
or all of their runways. Our correspondence with cities indicates that 
many municipalities must give prior attention to expenditures for 
schools, power and water plants, streets and sewers, leaving airports 
for attention when the partner in that project, the Federal Govern- 
ment, can give the expected financial aid. 

We were encouraged in our hope for early action from the Govern- 
ment when we read this month the following comments by the Secre- 
tary of Commerce Sinclair Weeks: 

Aviation today is one of our largest industries, employing about a million men 
and women, and is essential to national prosperity and national security. 

In addition to providing the wings for an unexcelled public air transportation 
system, United States aircraft are hard at work for business and industry. Over 
60,000 aircraft are flying close to a billion plane-miles a year in business trans- 
portation, agricultural flying, patrol, survey, charter, and miscellaneous flying 
operations. For example, over 37 million acres of farmland are sprayed, dusted, 
and otherwise treated from the air. 

One of the significant postwar developments on the domestic aviation scene 

has been the establishment and expansion of local air service to small communities. 
The local airlines have been making gradual progress in building up traffic, and 
improving the financial results of their operations. 
Asa group, they are still short of attaining economic maturity and financial 
independence. But considering the inherent difficulties of short-haul air trans- 
portation, these companies deserve considerable credit for the progress they are 
making. Still further progress could be made, however, if a more specialized 
short-haul aircraft were available, and if the improvement of their route structure 
could be accelerated. * * * 


Before concluding my remarks, I want to remind you that the 
Congress has appropriated only $36,321,154 to implement the Federal 
Airport Act since 1952. That amount would not cover the Federal 
share of the cost of a single modern runway on 1 airport in each of our 
48 States. “You will recall that it was in 1952, 3 years ago, that you 
received the report of the President’s Airport Commission, the so-called 
Doolittle report entitled ‘The Airport and its Neighbors” calling 
attention to the serious need for airport improvements. 
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The Doolittle report reminded us that the growth of civil aviation 
has put a severe strain on many airports. To quote— 
original facilities for handling airplanes * * * on the ground and for taking care 
of passengers, mail, express and freight in terminal buildings have been outgrown, 
Many airports are approaching saturation. Some of them are badly out of 
balance due to a deficiency in one or another of their facilities. * * * In many 
cases runways which were once adequate in strength will not now support today’s 
heaviest airplanes. * * * 

If you will review again the Doolittle report, I believe you will 
clearly understand many of the reasons for our urgent request for 
the full $100 million in Federal matching dollars for civil airport 
improvements in 1956. 

And, finally, gentlemen, let me say to you, -we know the historic 
interest of Congress in the needs of the Government for transportation. 
That has been true since the formation of this Government. We 
find it rather queer, however, to see millions of dollars allocated for 
additional roads, mints of dollars to be spent for waterways, and yet 
this vitally important growing phase of our transportation is being 
neglected. And, from the standpoint of civil defense, which I can 
say is most important, and it may well be that the railroads will be 
blown up and cannot be replaced during the war, and it may well be 
that the roads and separate means of transportation will be blown 
up, and that this country will well depend very largely-—not simply for 
the movement of military troops and supplies, but for the movement 
of the essentials of our civilization, in maintaining our life across this 
country—on airplanes. 

And that, perhaps, may be the greatest major contribution that 
we can make to the civil defense of this country, will be through the 
operation of a well prepared system of civil aviation with airports 
all over the country. 

Gentlemen, I want to thank you for your attention. I want to 
call your attention again to the fact that we are asking for $100 
million, because, for years, we have starved. One year we had 
absolutely nothing. 

I want to further call your attention to the fact that the cities of 
the Nation entered this program in good faith. We were told it was 
going to be the national policy, from here on out. that cities could 
vote bonds, just as they do for highways, and we know this program 
is going on, and we are unhesitatingly engaging in the building of 
expressways and that, vears later, the Federal Government will carry 
out its commitment. 

Many cities in this Nation did the same thing with the airports. 
They voted bonds. Some of them voted bonds that had in those 
bonds tbe provision that they must be matched with Federal funds 
and they have been unable to use them. 

Mr. Preston. And they are paying interest on them. 

Mr. Hartsrietp. And they are paying interest on those bonds 
that have never been used and they cannot use them because in good 
faith they put in those bonds a provision that they must be matched 
with Federal funds. 

Mr. Preston. It is a rather sad situation, no doubt, but you are 
pretty optimistic, are you not, in requesting this amount? 

Mr. HartsFieLp. We request it in view of the fact that for several 
years we have got practically nothing. 
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Mr. Roonry. Mr. Chairman, I wonder if I might ask the dis- 
tinguished mayor a question? 

Mr. Preston. Certainly. 

Mr. Rooney. I notice you quoted President Eisenhower and also 
the Secretary of Commerce. I wonder how you jibe their position on 
this with the fact that it is your judgment that we should spend 
$100 million. They say, by inference, that you are asking for $89 
million too much of taxpayers’ money since President Eisenhower 
says he wants no more than $11 million for this program. 

Mr. HartsFIeLp. I quoted what they said about aviation. They 
recognize the need, but I frankly say when it came to making up the 
budget, I do not think they measured up to what they think it ought 
to be in respect to aviation. 

Mr. Roonry. Mr. Mayor, if we assume that all you have said on 
the other side of the table is absolutely correct and true, then there is 
something vitally wrong down there at the White House, is there not, 
with respect to the Bureau of the Budget and the Office of the Secretary 
of Commerce? 

Mr. HarisFieLtp. Well, I will go along as far as the Secretary of 
Commerce is concerned. I think probably the White House relies on 
other advisers; I am sure it must in making up a large budget. 

Mr. Rooney. Well, the Bureau of the Budget is the personal office 
of the President; that is the office which presents these budgets to us. 

Mr. HarrtsFieLtp. You have asked a very direct question and I think 
I can give you an answer. I think the trouble is in the Commerce 
Department. 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Preston. It is rather difficult to justify the White House send- 
ing up a request for $75 million for completing the Inter-American 
Highway in Central America and only $11 million for airports of 
Federal aid in this country. 

Mr. HarrsFietp. Yes. 

Mr. Preston. It is further hard to explain why we can have only 
$11 million for airport aid when there is $6.5 billion unobligated in the 
Office of Foreign Aid, already appropriated. 

Mr. Hartsrietp. Yes. We find it also very hard to understand 
why roads should be advocated for evacuating routes when the most 
wonderful evacuator in the world, and the movement of supplies and 
goods over bombed-out areas would be the airplane. 

Mr. SHetiry. Mr. Mayor, would you say it was a fair observation, 
on the basis of the comments you read by the President and by your- 
self, that it indicates that there is no coordinated transportation policy 
in the administration? 

Mr. HartsFieitp. Well, certainly there seems to be none insofar as 
airplanes are concerned. 

Mr. SHELLEY. The Department of Commerce is responsible for the 
general transportation field and has set up, in the past 2 years, a new 
position, of Under Secretary of Commerce for Transportation, whose 
responsibility it is to compile policies and recommend them to the 
administration, and it would be my thought, in view of the diver- 
gent results proposed, that there is not much coordination or tying 
together of the general transportation policy. 

Mr. Preston. It is all out of balance. There has already been 
contract authorization given to the Bureau of Public Roads of $1,650 
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million for highways, money over which we have no control; there is 
contract authorization to spend it, and here we are talking about 
$11 million for airports. 

Mr. Harrsrievp. Mr. Chairman, ou scatter that out among 
48 States, it is not enough to fool a because you must put on 
top of that in the beginning, the administrative expense which CAA 
must spend, because it is going to supervise, and that will involve a 
great deal of expense. And a sizable portion of that money will be 
spent by them before it gets into the hands of individual cities or 
counties. 

Now, if you divide what is left among 48 States, you will find it is 
of no practical value whatsoever. 

I may say to you that in case of Atlanta, Ga., we have a need at 
the present time, and an immediate need, of approximately $8 million. 
We find ourselves with runways and ramps that are being pounded to 
pieces by planes on their way to Miami, to New Orleans, to Los 
Angeles, to New York, to Chicago, and all points of the compass. 
They are being worn out. 

A lot of people are overlooking the fact that airways on airports 
are just like roads; they wear out, and we are going to find ourselves 
having to expend enormous amounts for maintenance costs. 

In our case, we are spending hundreds of thousands of dollars doing 
nothing but providing surfacing, inadequate ramps, so that in a year 
or two we must leave those ramps and build entirely new ones to take 
care of the great fleet of heavy airplanes that come there as a transfer 
point. 

My city is probably the gratest transfer point in the Nation, in 1 
hour’s time, not even excluding Idlewild or Chicago. In one hour’s 
time, we probably have the greatest transfer operation in the Nation. 
We are flooded there. They come in, and it looks like the Berlin 
airlift for about an hour, just one line after another, and we cannot 
operate it any longer. We have got to build a new ramp. 

Our trouble there is not runways but ramps, ramp space, and that 
is going to be a problem of these other cities, as aviation increases, 
and, obviously, it is going to be the major means of transportation; 
that i is, personal transportation, in this Nation. It is increasing by 
leaps and bounds, and we find ourselves unable to take care of it in 
the present building or with the present ramps, or even the roadways 
leading into the ramps, because when we move the ramps, we must 
not only move and build a new terminal, but we must build parking 
for the people who come there. We must rearrange the taxi strips 
from the runways to the new ramps, and we find ourselves, just one 
city in Georgia, confronted with an expenditure of approximately $8 
million to keep up with it. 

Mr. Preston. Thank you very much, Mayor. You have made a 
very informative statement. 

Mr. Hartsrietp. Thank you, gentlemen. 
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Tuespay, May 3, 1955. 


Forest Highway ProGRAM 


WITNESS 


HON. GRACIE PFOST, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF IDAHO 


Mr. Preston. We are very pleased to have with us our colleague 
from Idaho, Mrs. Pfost, and we will be happy to have you present 
your suggestions to the committee at this time. 

Mrs. Prost. Thank you, Mr. Chairman. 

I have copies of my statement which I would like to present to each 
member of the committee. 

Mr. Chairman, my name is Gracie Pfost, and I am a Member of 
Congress from Idaho. I shall say frankly at the start that I’m here 
to try to secure the largest possible appropriation for the forest high- 
way program. 

The Idaho congressional district I represent has the greatest national 
forest area of any congressional district in the Nation. A total of 
16.4 million acres lie within the national forest boundaries, of which 
15.5 million acres are national forest lands. Many of Idaho’s most 
important roads traverse these forest lands. The size of the forest 
highway appropriation each year is, therefore, of considerable concern 
to us. 

As I understand it, the 1956 fiscal year budget request for the 
forest highway program is $25 million. This is a generous appropria- 
tion request, and I sincerely hope this committee will feel that every 
penny of it is essential. Every State that has national forests or 
oe lands within its boundaries will be grateful for its share of these 
unds. 

In Idaho, however, we have a special forest highway problem of 
such magnitude that the application of the State’s entire share of 
the 1956 highway funds could not more than make a dent in it. I 
would appreciate a few minutes of this committee’s time to explain 
the problem—and to ask you for any assistance you feel you can give 
in solving it. 

I am sure you are all familiar with the Lewis and Clark Highway— 
that fabled road which follows the trail blazed 150 years ago by the 
intrepid explorers whose name it bears. Most of this road has now 
been built—but there is a gap of less than 30 miles on which no 
work has been done at all—and that entire gap lies in Idaho, in the 
congressional district I represent. 

Idaho has been whittling down the length of this gap for over 40 
years. But it is a difficult and expensive road to build. The so- 
called missing link stretches through the beautiful but rugged Bitter- 
root Mountains and will cost about $10 million to build. 

This—as you may know— is the sesquicentennial year of the Lewis 
and Clark Expedition. All through the Northwest, cities and towns 
and historical associations and just plain citizens are celebrating the 
occasion with gusto. Much of that gusto is going into a gigantic 
drive to close the gap in the Lewis and Clark Highway this year. 

The gap is on both the forest-highway and Federal-aid systems. 
But it is difficult for a State like Idaho to raise sufficient funds to 
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match available Federal aid funds for the construction of such a road. 
Twelfth State in the country in land area, Idaho is 43d in population, 
There are only about 64,000 people living in the 5 counties directly 
affected by the Lewis and Clark Highway, while there are over 
500,000 people in the rest of the State. So you can see that even if 
Idaho had the tax revenues to put into the missing link there would be 
a tussel with the more heavily populated sections of the State to get 
the funds. 

The Lewis and Clark Highway is not just an Idaho road. It isa 
cross-country road. It crosses a relatively narrow section of northern 
Idaho on its way from Montana to the sea. 

It has high strategic value for civilian defense. It is a direct 
evacuation route eastward for 4 million people in Oregon and Wash- 
ington in the event of an attack on any west coast area. 

It also has tremendous recreational value. It traverses virgin 
territory, a beautiful, wild, unspoiled section of our western wonder- 
land that is a paradise for hunters and fishermen. Completion of 
the Lewis-Clark Highway could give a lift to the tourist trade in the 
Northwest, and thus to the economy of the whole section. 

Only forest-highway funds are now going into the completion of the 
missing link. At the present time the approved forest-highway con- 
struction program for Idaho includes the grading of 3.8 miles at a 
cost of $300,000. There is nothing else ahead. 

Local groups are trying to find ways to finance the completion of 
the road, including the possibility of making it a toll road. But no 
satisfactory solution has yet been found. 

I understand there is an unappropriated authorization of $15.9 
million for the fiscal year 1954 which has been recommended for 
cancellation. This seems most shortsighted to me. All of the 
Western States have a stake in this authorization, we all need our 
share of it. 

I believe Idaho’s share would be something over a million dollars. 
That would go a considerable way toward closing the gap in the Lewis 
and Clark Highway. In view of our urgent needs, we hate to see this 
authorization written off. 

I’ve spent a lot of time on the Lewis and Clark problem, because 
I’m sure you will agree with me that completion of this road is not 
just an Idaho goal, nor just a Northwest goal. It would be a good 
thing for the country as a whole. If you gentlemen have any sug- 
gestions as to how its construction can be stepped up, I would be 
grateful for them. 

I'd like to mention briefly another forest highway the construction 
of which is particularly important to the congressional district I 
represent, and that is the 37-mile section from Murray, Idaho, over 
Thompson Pass to Thompson Falls, Mont. It is highly scenic and 
would shorten the route from north Idaho to Glacier National Park 
and the Pacific coast. Its history would have a tourist appeal, too, 
because it was over Thompson Pass that thousands traveled into 
the Coeur d’Alenes in the famous 1884 Gold Rush. The 1956 forest 
highway construction program includes the grading of 5.4 miles of 
this road at a cost of $285,000. I hope additional funds can be made 
available in the next fiscal year budget. 

I cannot close without saying that not only do I hope this committee 
will be as generous as possible in recommending appropriations of 
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forest-highway funds, but will recommend appropriation of the full 
$680 milfion requested for the Federal-aid highway program. 

Thank you for your time and your courtesy in listening to me. 

Mr. Cuevencer. Mr. Chairman, I have been wondering, being 
from one of the States which is to pay for the millions and multi- 
millions of dollars for the development of waterways and canals, I 
have just been wondering how much longer we can stay in business in 
Ohio. 

Mrs. Prost. Mr. Chairman, in the case of completing the Lewis- 
Clark Highway, it will mean a great deal to the people of Ohio and 
other Eastern States just as well as to the people of Idaho and other 
Northwestern States, because it will provide an outlet in the case of 
emergency evacuation of the western coast. 

Mr. Cievencer. Mrs. Pfost, is this actually an access road, or is 
this a through Federal road? 

Mrs. Prost. This is a through Federal forest highway, not an access 
road, 

Mr. CLEVENGER. You know, in Ohio we were so used to doing things 
for ourselves that 2 years ago we passed a $500 million road bill, $50 
million a year for 10 years, and we are presently constructing, as you 
know, a turnpike across the State, at $241 million. 

And this bears on the statement of the gentleman who just left. 
Toledo, Ohio, is almost exactly the same size as Atlanta, some 400,000 
people in the city and county, and they have just built a brand new 
airport. It is just about 38 to 39 miles from my town, and I have 
never had one letter, not one, asking a dollar of Federal money for it. 

Now, after we have been through these hearings, the years that we 
have been sitting on the committee, considering airport appropria- 
tions, and that is foreign to your request, and as you see how it was 
handled, with the breaking out, a sort of rash of little airports and 
they began to build them, they wanted maintenance and they wanted 
Government buildings and they wanted this and they wanted that. 
And one man has been complaining a long time because for 2 years 
we stopped to give a chance to reassess this proposition. 

With all of the highway plans we have got on the land, I hope that 
this dovetails in with highway plans, and that it is not an entirely 
different thing that my State is going to have to pick up approximately 
9 percent of the cost of it, because we are at a place where all of the 
travel on the ground between Canada, the lakes, and the South, and 
below the Ohio River, pass over our highways and our highways are 
constantly being pounded, and worn out, with the traffic over the 
State, and of course we are glad to have them. 

Mrs. Prosr. You do get the advantage of gasoline tax, of course. 

Mr. CLEVENGER. But we are not quite as bad as they are down in 
Dixie; we do not take as much. But the fellow comes from a State 
like mine—and Mr. Rooney’s State is the same—we help pay for all 
of these improvements, and we have got our own programs which 
are getting bigger and bigger, but we are used to handling big outfits 
and big problems, and we do not go outside for aid. There are just 
about six States that are in this situation, which take a lion’s share 
of supplying the money for the things that cannot be paid for out of 
local revenue. 

Mrs. Prost. Yes. 
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Mr. CLevencerR. And sometimes I wonder at the patience of the 
people, at the load they take on without complaint. 

But I was rather amazed, and, I imagine it is called a highway 
because it is a forest highway, because of the distance that it runs 
through Federal land. Is that the reason? 

Mrs. Prost. Yes, it runs through Federal land and it also would be 
a connecting link between States which would be a considerable 
shortcut across the country and, as I said a moment ago, in the event 
of evacuation, could be very helpful. 

Mr. CLevenGrER. I do not propose to evacuate, if they bomb me. 
I am just going to die in Ohio. There cannot be any place where [| 
would rather be. I do not want to go anywhere else. And I am not 
going to waste my life away worrying about whether they bomb us or 
not, because if we are bombed, there was someone smarter than I who 
said, ‘‘He that takes the sword,” well, you know the rest of it. 

I just do not want to wind up like the illustration I saw last year of 
the fellow who came home from Minnesota who had a license card 
saying, ‘‘A Land with Ten Thousand Lakes’”’ and added the comment, 
“Five Thousand Fish,” as a disappointed fisherman. I do not want 
us to get that way with airports. 

' As to roads, I am for them, because everybody can use them. 

Mr. SHELLEY. Mrs. Pfost, can you go through there now on a 
regular highway? 

Mrs. Prost. No. We lack a little less than 30 miles of completing 
the gap. The State has been working on it now for about 40 years, 
trying to complete the “missing link’’ in the Lewis and Clark Highway. 

Mr. Horan. What is the number of this highway? 

Mrs. Prost. Idaho Forest Highway No. 16. 

Mr. Horan. Where would it run? 

Mrs. Prost. It would come in from Missoula, Mont., and through 
to Lewiston, Idaho. 

Mr. SHetiey. That is through the Lolo Pass? 

Mrs. Prost. Yes. 

Mr. Tuomas. Do you think the $10 million would finish it? 

Mrs. Prost. Yes. 

Mr. Tuomas. It is designated 

Mrs. Prosr. It is designated as Idaho Forest Highway No. 16 and 
is on the forest highway system at the present time, because Idaho is 
quite a small State and we do not have the funds with which to match 
Federal-aid funds. 

Mr. Tuomas. Would the budget estimate for forest highways take 
care of this item? 

Mrs. Prost. If the unappropriated authorization of $15.9 million 
for the fiscal year 1954 is not canceled and if such funds are appropri- 
ated it will make an additional million dollars available for forest high- 
ways in Idaho. 

Mr. Tuomas. You are anticipating that, but have you discussed 
this with the Bureau of Public Roads? 

Mrs. Prost. Yes, I have. 

Mr. Tuomas. Do you think you can persuade them to withdraw 
that request and permit the money to be spent where it ought to be 
spent? 

PMs. Prost. The last time I conferred with a gentleman from the 
Bureau of Public Roads he told me they wanted to keep this money. 
Now, of course, whether they have changed since then 
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Mr. Tuomas. Do you recall who you talked to in Public Roads? 

Mrs. Prost. I am sorry I cannot remember it now. 

Mr. Tuomas. Mr. Chairman, the gentlewoman always does a good 
job and I like to cooperate wherever we can. 

Mrs. Prost. Thank you, Mr. Thomas, it is very nice of you to 
say that. 

Are there any other questions, Mr. Chairman, because I do not 
want to take a lot of your time. 

Mr. Cuevencer. This $10 million, Mrs. Pfost, is in addition to the 
unexpended previous authorization of public funds? 

Mrs. Prost. No; it will actually require only $10 million to com- 
plete the 27 miles, plus. 

Mr. CLEVENGER. What is the $15 million for, for the purpose of 
completing the road? 

Mrs. Prost. This is for forest highways in all of the 48 States, Mr. 
Clevenger. 

Mr. CLeveNGER. This is the whole fund? 

Mrs. Prost. Yes, the total unappropriated forest highway funds 
for 1954. 

Mr. CLEvENGER. The forest highways are ordinarily in the agricul- 
tural bill, are they not? 

Mr. Horan. No; not since 1949. 

Mr. CLEVENGER. Would not the principal connection come down 
the old Oregon Trail to Granger, Wyo., or someplace like that? 

Mrs. Prost. No. The present principal connection for south 
Idaho is over the old Oregon Trail from Boise, Idaho, southeasterly 
toSalt Lake City, Utah, and then traversing north through Rock Springs, 
Wyo., up through Laramie and Cheyenne, Wyo., and on eastward. 

Mr. CLEvENGER. The overland route, old overland route? 

Mrs. Prost. That is right. At present, we in Idaho have to go 
extremely north, across Highway 10, which is 350 to 400 miles north of 
Boise, Idaho, or else we have to take the old Oregon Trail route. 
The Lewis-Clark highway would actually give us a straight across- 
country road, through the center of the State. 

Mr. CLEVENGER. Some of the railroads avoided it. They came up 
toward the Tetons, and none of them ever went through it. Two or 
three of them went north. The Milwaukee, the Northern Pacific, the 
Great Northern, and the rest of them followed the Oregon Trail, 
because if you are going to cross these mountains, it was a very 
expensive thing. 

Mrs. Prost. That is correct. 

Of course, gentlemen, there is an additional interest this year in the 
completion of the Lewis-Clark Highway; this is the sesquicentennial 
vear in celebration of the Lewis and Clark Expedition. It was 150 
years ago when Lewis and Clark actually located the lowest gap over 
Lolo Pass and that is another reason why the city of Lewiston and 
the people of Idaho have explored every idea to try to complete the 
highway if possible this year. 

Mr. Horan. And it was about 79 years ago that Chief Joseph took 
his tribe over this area. 

Mrs. Prost. Yes. It is beautiful country out there, is it not, Mr. 
Horan? 

Mr. Horan. Yes. 

Mrs. Prost. Do you not think you should bring your committee 
out to visit it? 
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Mr. Horan. I am sure they would be glad to see it. You ought 
to take them over that 27 miles of uncompleted road. 

Mr. Preston. Thank you very much, Mrs. Pfost. 

Mrs. Prost. Thank you, Mr. Chairman. 

Mr. Tuomas. Good luck to you, Mrs. Pfost. 

Mrs. Prosr. Thank you. 

Mr. Preston. We are delighted to have with us at this time our 
colleague from California, Hon. Charles S. Gubser, who wishes to 
make some observations with reference to the airport program. 

The committee will be very glad to hear you, Mr. Gubser. 


GRANTS-IN-AID FOR AIRPORTS 


WITNESS 


HON. CHARLES S. GUBSER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Preston. We will hear from the gentleman from California, 
Mr. Gubser. 

Mr. Gupsser. Mr. Chairman and members of the committee, in 
talking to you today on the problem of Federal aid to airports, I do 
not wish to impose upon your valuable time with generalities. I 
sincerely believe that the specific example of the situation prevailing 
in one area of this country serves well to illustrate the entire problem. 
The example I have in mind is that of the city of San Jose, Calif., 
and its municipal airport. 

Just 16 years ago, a citizens’ committee first met and initiated a 
policy for the city airport. On April 1, 1941, the Civil Aeronautics 
Authority submitted the first airport master plan. This was ap- 
proved. Subsequently, revised plans submitted by the CAA also 
were approved in 1948, 1950, 1952, and finally in 1955. All these 
plans have been consistent, in that they called for acquisition of cer- 
tain lands to the south and north of existing runways, and for the 
relocation of the Guadalupe River. 

On May 13, 1946, the Federal Airport Act took the initiative and 
established the policy that airports were a necessary part of our 
American community existence, and, therefore, of vital importance 
to the country as a whole. San Jose acted upon this national policy 
in developing its own airport. It conformed strictly to the CAA- 
approved master plan; it acquired lands as fast as the city’s resources 
would allow, and it has gone far toward assuring the San Francisco 
Bay area the third major airport it will some day require. 

Approval of the 1946 Federal Airport Act and CAA approval in- 
sured continuing and long-term financial aid. It was a sound pro- 
gram, and the city of San Jose was willing to deplete its own cash 
reserves in execution of the plan, knowing that the Federal Govern- 
ment stood behind it. Thus, the city expended $934,634, and obli- 
gated itself for $202,733, making a total for lands of $1,137,367 most 
of which has been tied up for several years, leaving the city with no 
cash reserves. To date, a total of $79,437.60 has been received as 
CAA reimbursement on land, amounting to 7 percent of the total 
funds the city has expended. 

The city of San Jose is experiencing an influx of industry unparalleled 
in its history. Almost daily, new plants locate in the area, and land 
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prices are constantly rising. Industrial development, paradoxically, 
ison one hand one of the strongest factors of airport development, and 
on the other hand one of the greatest menaces to orderly land acquisi- 
tion. Airports, Mr. Chairman, make little sense in themselves, unless 
they are a part of a nationwide system. It would not do to take off 
from a fine airstrip, unless it were possible to land at one’s destination. 
The amazing development, industrialization, and urbanization of 
the San Francisco Bay area, of which San Jose is an integral part, 
makes its airport increasingly necessary, not only for the area, but for 
every section of the country from the standpoint of civil aviation. 

What is true for San Jose is true for most of California. The phe- 
nomena of industrial influx, rising land values, construction of new 
buildings, and a filling up of what once was ample space, are common 
to our entire State. And beyond our own State borders, it is no 
exaggeration to state that there are San Jose problems in virtually 
every State of the Union. Unless these problems are met, unless the 
net of airports is treated as a national problem with a view to per- 
fecting the aerial links, we would have nothing but the equivalent to 
a multitude of little spur tracks on which trains can chug between 2 or 
3 cities without a link for transcontinental and intersectional travel. 

I strongly urge this committee to approach the airport aid problem 
from the viewpoint of national aviation. Not only San Jose trusted 
the Federal Government after passage of the 1946 act. Everywhere, 
steps were taken by local authorities to venture forth and assure the 
landing fields which the aircraft needs when taking off from far-off 
aerodromes. If a traveler takes off from National Airport, a fine 
field at Seattle will not help him if he wants to go to San Jose, nor 
will San Francisco help him when bad weather and overcrowded 
trafic conditions make the older bay area airports temporarily 
unusable. 

Mr. Chairman, the conquest of the West and the ultimate emergence 
of our Nation as an industrial giant was given impetus and invaluable 
aid by a farsighted policy of the Federal Government to help with 
concrete assistance the development of a railroad net extending into 
every corner of the land. As early as 1850, the Illinois Central Rail- 
road received a right-of-way 200 feet wide, plus land grants amounting 
to 6 sections for each mile of road. As the industrial revolution 
progressed and the tempo of growth steadily increased, our Govern- 
ment kept in step. Land grants to railroads increased to 10 sections, 
20 sections, in some cases as much as 40 sections of land per mile of 
road. Small wonder that progress was achieved, progress that made 
itself felt in every facet of American life. 

We now live in the air age. The progress of science has opened 
ever new horizons. There are no limits to what we can achieve if we 
have the foresight to avail ourselves of the opportunities. Aviation 
is today what the railroads were 100 years ago. Shall this Govern- 
ment do less in meeting the challenges of the 20th century than it did 
in mastering those of the 19th? 

The appropriations provided in the proposed budget for Federal 
aid to airports are woefully inadequate. If we are to march forward, 
we must develop the landing fields of civil aviation for the benefit of 
our Nation as we developed the net of railroads a hundred years ago. 
May I respectfully urge that this committee appropriate such funds 
as may be needed to carry the airport aid program forward, not just 

61922—55—_59 
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for the benefit of my district, or anyone else’s district, but to assure 
the creation and expansion of a national airport net that will take 
civil aviation from the horse-and-buggy age and keep it abreast of the 
development of the faster, roomier, yo expensively operated aircraft 
of the age in which we live: The air age. 

I thank you very much. Any questions? 

Mr. Preston. I have none. Does any member of the committee 
have any questions? 

Mr. Tuomas. I have none. It was a very nice statement, very 
much to the point. : 


GRANTS-IN-AID FOR AIRPORTS 


WITNESS 


A. B. McMULLEN, EXECUTIVE SECRETARY, NATIONAL ASSOCIATION 
OF STATE AVIATION OFFICIALS 


Mr. Preston. We will now hear from Mr. A. B. McMullen, 
Executive Secretary of the National Association of State Aviation 
Officials. 

Mr. McMutten. Mr. Chairman and members, my name is A. Bb. 
McMullen, and I respresent the National Association of State Aviation 
Officials, whose membership consists of the aeronautics commissions 
or departments of 44 States and Territories. 

These aeronautics departments operate State airports and airplanes: 
plan and supervise State airport programs; administer State funds 
appropriated for the development of municipal and other publicly 
owned airports. Where channeling is in effect, they administer the 
Federal Airport Act in their respective States; they establish ani 
enforce safety regulations pertaining to airports and flying operations, 
and are generally responsible for the aeronautical administrative and 
development activities in the various States. 

Thirty States have adopted legislation requiring State approval o! 
Federal-aid-airport program projects, and 21 States have adopted legis- 
lation requiring that the Federal-aid airport funds be channeled 
through State avaiation agencies. Approximately one-quarter of the 
States and Territories continuously appropriate substantial funds for 
airport development. 

This statement will be limited to a brief summary of the association's 
interest in, and the need for, appropriations to continue the develop- 
ment of a national system of airports; and to suggestions for increasing 
the efficiency and reducing the cost of administering the Federal Air- 
port Act, based on experience the association’s members have gained 
through a close working relationship with the Federal agencies respon- 
sible for the administration of the act and program during the past $ 
years. 

NASAO strongly recommends an appropriation more closely ap- 
proaching the $111 million that can be effectively utilized during fiscal 
1956, than the $11 million that has been requested in the Department 
of Commerce budget. 

NASAO, in cooperation with the American Association of Airport 
Executives and the Airport Operators Council, is now completing a very 
detailed survey to determine the airport development currently needed 
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in the United States, together with the amount of funds that will be 
required to complete this development. 

Based on preliminary survey reports, it appears that approximately 
$468 million will be required to complete a 3- to 4-year program now 
planned by States and municipalities, and that of this amount, ap- 
proximately $222 million can be effectively utilized during fiscal 1956, 
and another $147 million during fiscal 1957. 

During the above-mentioned survey, State and local officials re- 
ported that matching funds in the amount of $173 million are currently 
available. 

With certain exceptions, the Department of Commerce is authorized 
under the Federal Airport Act to participate, within the limits of ap- 
propriations, on a 50-50 basis in the development of publicly owned 
airports. If the above-described, nationwide program, which is 
considered necessary by State and local officials, were carried out dur- 
ing fiscal 1956, and the Federal Government participated to the extent 
of 50 percent, a Federal appropriation of approximately $111 million 
would be required. This is 10 times the amount the administration 
has requested to carry out the FAAP program during the fiscal year 
1956. 

The $111 million, indicated as needed by the AAAE~AOC-N ASAO 
survey, coincides very closely with the amount we understand is 
considered necessary by the American Municipal Association, the Air 
Transport Association, and others, and is within approximately 10 
percent of the $120 million of sponsor applications that we understand 
were received by the Civil Aeronautics Administration during fiscal 
1955. 

We feel certain that the members of this committee are fully cog- 
nizant of the many meritorious claims that are made upon municipal 
purses for schools, streets, sewers, and other public services, which 
makes it financially impossible for the average municipality to develop, 
at its own expense, adequate airport facilities to meet the ever increas- 
ing demands of air transportation, any more than counties and States 
could construct, without Federal aid, the highways this Nation must 
have. 

Although progress has been made toward providing the United 
States with a satisfactory national system of airports since the Federal 
Airport Act was adopted in 1946, a great deal more could have been 
accomplished, and with a great deal less effort and expense, had larger 
appropriations been made available, at a more uniform rate, and at 
an earlier date in relation to the beginning of each fiscal year. 

The average annual appropriation has been $26,777,644, compared 
with slightly over $71 million contemplated as the average annual 
appropriation in the Federal Airport Act. 

Many State and municipal officials have expressed doubt that the 
Federal-sid airport program was worth continuing if Federal financial 
support is confined to the levels of past years.’ 

At the same time, it is generally agreed that State and local gov- 
ernments are unable to develop and maintain an poops system of 
airports without Federal aid. 


' Vermont: Entire State 1955 FAAP allocation insufficient for the one project approved (Montpelier). 





Federal-aid airport program 





; Date of Date of 
| Appropriation | appropriation | release of 
| bill program 


July 5,1946 | Jan. 11,1947 
July 9,1947 | Aug. 
June 3,1948 | July 
July 20,1949 | July 
Sept. 6,1950 | Nov. 
Oct. 22,1951 | Nov, 
July 10,1952 | July 


Aug. 26, 1954 











From the above table it is evident that only once during the 9 years 
the Federal-aid airport program has been in effect have the necessary 
congressional and Presidential actions on appropriations bills con- 
taining FAAP funds been completed prior to July 1; and that in only 
3 of the 9 years has the program been released to the States and local 
communities by the Civil Aeronautics Administration during the 
month of July. 

Putting it another way, the program has been released on an aver- 
age of 2% months after the beginning of the fiscal year (September), 
and in 1951 and 1952 the program was not released until November, 
or the fifth month of the fiscal year. 

Obviously no nationwide program in which the Federal Govern- 
ment, States, counties, and municipalities jointly participate as part- 
ners, and which requires months of planning, engineering, and large- 
scale financing, including the adoption of legislation, bond elections, 
and complicated administrative procedures, can be efficiently carried 
out when one of the major partners cannot tell the other what it 
intends to do, or how much it will contribute to the joint endeavor, 
until several of the 12 months, in which the program must be com- 
pleted, will already have passed. 


LONG-RANGE PROGRAM MORE EFFICIENT AND ECONOMICAL 


As illustrated by the tabulation above, the fall construction season 
is often over before grant agreements are finalized after issuance of 
the annual program. ‘This frequently results in the construction on 
airport projects not commencing until the following spring. 

In planning at the Federal level, there has been entirely too little 
consideration taken of the problems that the other partners, the 
cities and the States, have in financing their share of the joint projects. 

It normally takes from 1 to 2 years for States, counties, and 
municipalities to arrange for the financing of large construction 
projects, either initially or for major expansion or improvement of 
a civil airport, in addition to the time required for the preparation 
of final plans and subsequent construction. Consequently, the over- 
all timelag between initiation of the first effort and the actual com- 
pletion of a large project normally ranges from 2 to 4 years. It is, 
therefore, extremely important, and in fact essential, that the States 
and their political subdivisions be able to plan their fiscal programs 
which involve airport development, with greater assurance than has 
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been possible in the past, that the Federal Government will meet its 
share of the project cost. 

The erratic pattern of past congressional appropriations for airport 
development provides little guide to State legislatures for intelligent 
estimates of forthcoming Federal funds. 


CURRENT EXAMPLES 


At the present time, there is pending before the legislature of one 
State, a request for the appropriation of $1,534,000 for airport 
development, but an additional request of $353,000 is being held in 
abeyance because it is not known at this time how much assistance 
the State may expect from the Federal Government for airport 
development during the coming fiscal year. 

If Congress appropriates sufficient funds, before the legislature 
adjourns, to assure the State réceiving comparable matching funds, 
it is almost certain that the legislature will approve the additional 
request. 

In another State where the legislature is in session, plans have been 
formulated for submitting’ a biennial budget request for airport 
development in the amount of $4 million. If the legislature approves 
this amount, it is expected that the appropriation bill will prohibit 
expenditure of the funds except for the purpose of matching Federal 
funds. 

In another State an appropriation request for airport construction 
in the amount of $1,400,060 is pending. Appropriation requests of 
various amounts have been approved or are pending in several other 
States, but no definite construction program can be intelligently 
planned until it is known if and how much of a Federal allocation will 
be available. In most cases where State funds are appropriated for 
airport development, the customary procedure is to divide the indi- 
vidual airport development costs on the following basis: 50 percent 
Federal, 25 percent State, and 25 percent local. 


APPROPRIATED FUNDS SHOULD BE AVAILABLE FOR MORE THAN 1 YEAR 


The statutory requirement that Federal funds must be contractually 
obligated prior to the close of the fiscal year often demands haste, 
which results in inefficient evaluating and planning the fiscal program, 
in the development of sound engineering plans, and in letting 
contracts.' 

NASAO strongly recommends administration of the Federal-aid 
airport aa along the lines of the highway program which avoids 


most of the financial and administrative problems that sponsors 
experience under the Federal-aid airport program. Under the high- 
way program, authorizations by Congress are made well in advance of 
the time of use in order to allow State legislatures sufficient time to 
provide matching funds. The funds for each year are then appor- 
tioned to the States according to the prescribed formula, usually about 

' \Vyoming (statement by director of aeronautics): 

The year-to-year appropriation of Federal funds, and the uncertainty attached thereto, poses a tremen- 
dous handicap to all agencies desiring to establish an efficient airport planning program. For the fiseal 1955 
program, we were allotted just 7 days by CAA in which to submit final requests to our district and regional 


offices for Federal airport aid. 


The uncertainty of the amount of Federal appropriations has seriously hampered our efforts to obtain 
State funds. 
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6 months before the beginning of the fiscal year for which they are 
available. 

The Federal-aid funds are available for the fiscal year for which they 
are appropriated, and for 2 years thereafter. Knowing the amount 
of Federal aid available to it, each State draws up a program of projects 
to be built with those funds, based on preliminary survey and cost 
estimates. Since there is close contact between the Bureau of Public 
Roads and the States, questions as to the selection of projects and their 
location, design, and cost, are settled in the early stages of the 
programing and planning. 

After Bureau action on the program, the State makes detailed 
surveys for each project and prepares plans, specifications, and final 
cost estimates. These must be approved by the Bureau district en- 
gineer. The State then advertises for bids and awards a contract for 
construction, subject to Bureau concurrence. The day-to-day 
supervision of the work is performed by State engineers, but an 
engineer from the district office makes periodic Federal inspections 
of the site. 

NASAO has proposed as an alternate plan that the Administrator 
of Civil Aeronautics (Secretary of Commerce) be directed to submit 
to the Congress, as a part of the annual budget, a request for sufficient 
funds to liquidate the Federal share of grant agreements executed 
during the then current fiscal year. 

Under this plan, the Federal Government, and the States or local 
sponsors, could enter into firm and binding grant agreements or con- 
tracts during the year preceding the initiation of construction and 
expenditure of funds. 

Such an arrangement would obligate the Congress to annually 
appropriate the necessary funds, within specific limitations, to meet 
the Federal share of such grant agreements, and on the other hand, 
it would place the. States and their political subdivisions, the other 
partners in the joint endeavor, in a position to proceed with plans, 
engineering surveys, etc., and the completion of their fiscal arrange- 
ments with definite assurance that the Federal Government could be 
relied upon to provide its share of the project cost. 


ADMINISTRATION OF THE PROGRAM 


NASAO members are almost unanimous in their opinion that the 
FAAP program should not be limited to any specific class or category 
of airports. In adopting the Federal Airport Act, Congress clearly 
outlined the plan and program it expected to be followed and the 
factors that were to be considered in determining what airports should 
be included in the program. 

Under section 3 (a) of the Federal Airport Act, the Administrator 
of Civil Aeronautics is authorized and directed to prepare and revise 
annually a plan for the development of public airports in the United 
States, including the Territories, and in formulating and revising such 
plan, the Administrator is directed to take into account the needs of 
air commerce and private flying, the probable technological develop- 
ments in the science of aeronautics, the probable growth of civil 
aeronautics, and such other considerations as he might deem appropr'- 
ate; and that to the extent feasible, he should consult and give con- 
sideration to the views and recommendations of the Civil Aeronautics 
Board, the States and Territories, and their political subdivisions. 
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We believe that the above language of the basic act is clear, that the 
procedure recommended is reasonable, and that if followed intelligently 
would provide the United States and its possessions with a national 
system of airports adequate to serve not only air commerce, but the 
growing aeronautical needs of industrial and agricultural aviation, the 
postal service, and the national defense as well. 

The safe and efficient operation of any given aircraft requires the 
same length runway, thickness of pavement, etc., in a small town as is 
required in a large city. To obtain the maximum utility from an air- 
plane, an owner Must be able to fiy and land at night as well as day- 
light—the necessary airport lighting equipment costs as much in a 
small city as it does in a large city if the runw avs are of equal length. 
These are reasons why Federal aid should not be limited almost exclu- 
sively to large air terminals. 

The Department of Commerce, during 1954, adopted criteria requir- 
ing airports to have a certain number of aircraft (30) ) based thereon, 
and/or the enplaning of 3,000 or more passengers per year. These 
criteria are dise riminatory insofar as small or new airports are con- 
cerned, and prevent the uniform development of a national system of 
airports, particularly in Western States, where small airports are of 
vital importance to the economic and social life of the people.' 

In the interest of economy and labor harmony, NASAO strongly 
recommends that the Federal Airport Act be amended to permit the 
establishment of labor rates for FAAP projects at the State level. 

Section 15 (b) of the Federal Airport Act, as amended, requires 
“all contracts, in excess of $2,000 on projects approved under this 
act, which involve labor, shall contain provisions establishing minimum 
rates of wages, to be determined by the Secretary of Labor, which 
contractors shall pay to skilled and unskilled labor * * *.”’ 

By experience, it has been found that the establishment of wage 
rates by the Department of Labor at the Federal level, rather than 
their being established at the State level, has resulted in not only 
greatly increased airport construction costs in some areas, but has 

! Montana (statement by director, Montana Aeronautics Commission): 

The airport needs for Montana include primarily the construction of class 1 airports. We have very few 
cities in Montana with airport needs exceeding a class 3 airport. Montana is a sparsely populated State— 
total population 620,000, less than many of our medium-sized cities in many parts of the country. 

Approximately one-third of the State of Montana is owned by the Federal Government, and is therefore 
not subject to local property taxes, the usual means from which funds are derived for matching Federal-aid 
funds for airport development. 

Montana has more aircraft per capita than any other State, which shows an unusual use and need of the 
iirplane. Most aircraft in the State are light-plane category, and airport requirements are quite modest. 
{ major portion of FAAP funds has been spent on large air terminals. It is probable that one major air 
terminal in the country has had more Federal funds expended for its development than all of the class 1 
ilrports. 

Mississippi (statement by director, Mississippi Aeronautics Commission) 

McComb: Could not qualify for Federal aid under present criteria, although $23,243 has been expended 
by Federal Government under previous FAAP programs. Since this airport was approved, three jet 
fighters have made emergency landings there because they did not have fuel enough to go anywhere else 
The cost of these aircraft would far exeeed all FAAP funds expended in the State of Mississippi. Under 
present criteria, McComb would not be considered an airport in the national! interest—still it has proved 
pretty good investment for the Federal Government. 

Utah (statement by director, Utah State Aeronautics Commission) 

Kanab: Field has been used considerably by movie industry, now one of the origina! fields contributing 
to facilities available for purposes of uranium, oil, and gas exploration and development. Only five based 
ireraft, but used considerably by transients. 

Under CAA criteria, no Federal aid was available for improvement, assisting in the uranium develop- 
ment, this airport is certainly in the national interest. It was an original FAAP airport. 

Green River: Is a small field, yet because of tremendous oil, gas, and uranium interest in the immediate 
iwea, needs a considerably larger airport. Seven aircraft based on ficld, ineligible under criteria. 

Kentucky (statement by commissioner, Kentucky Department of Acronautices): 

Frankfort: Ineligible under 3,090/30 criteria. Will have airline service by two airlines upon completion. 
Has 5 State aircraft based, 2 National Guard. ‘Transient use extensive. 

Somerset: Turfed field w ith less than 30 aircraft regularly based, but has very high transient load due to 


ts nearness to excellent fishing and vacation facilitics at Cumberland Lake—serves as emergency field on 
north and south airway from Chicago to Florida. 
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disrupted the prevailing labor rates for other types of construction 
projects in these areas. 

This most often occurs when there is no labor rate established for 
workers on airport projects in small communities or sparsely popv- 
lated areas; the Department of Labor then usually establishes a local 
rate based on the rates being paid similar types of labor in the neares} 
large city, which is usually higher than that prevailing in small towns, 
and which usually results in workers on airport projects being paid 
considerably higher rates than workers doing comparable work on 
highways, streets, public buildings, et cetera in the same community, 


SUMMARY 


Mr. Chairman, in the interest of conserving the time of this very 
busy committee, I have not attempted to review the rapid progress 
and expansion that is taking place in the aviation industry, including 
the scheduled and nonscheduled airline seevices, the use of aircraft 
by corporations, business and professional people of all types, or 
their use in agriculture, forest-fire control, disaster relief, and for 
instruction, recreational and national-defense purposes. 

Statistics on these developments are available from several sources, 
but they all add up to a need for more and improved airports; that is, 
a continuing, long-range national airport plan and program. 

The utility of airplanes, like telephones, increases in direct propor- 
tion to the number of places and persons that can be reached by their 
use, maximum public benefit from aircraft cannot be obtained until 
you can safely land closely to cities, towns, mines, oilfields, ranches, 
recreational areas, and other places that air travelers may wish to 
reach. The responsibility for providing airports or landing strips in 
all these places is local, State, and National. All levels of government 
should jointly participate in the development of a nationwide system 
of airports. 

In order to permit the Federal Government to make a contribution 
proportionate to the national interest, NASAO strongly recommends 
an appropriation of not less than $100 million for continuing the 
FAAP program during fiscal 1956, and respectfully suggests that your 
committee take such action as may be appropriate to effectuate the 
amendments to the Federal Airport Act and the administrative 
procedures recommended above. 

The opportunity to express the views and recommendations of the 
National Association of State Aviation Officials with respect to this 
very important program is sincerely appreciated. 

Thank you. 

Mr. Preston. Thank you very much. Any questions? 

Mr. Roonry. Mr. McMullen, do you think your association knows 
more about this than President Eisenhower and Secretary Weeks, 
who are recommending but $11 million for this program, whereas you 
are recommending $111 million? 

Mr. McMutten. I would think they would. They live in the 
communities in which we have coordinated a composite survey of the 
airport development currently needed in the United States. These 
people I represent devote their entire time to aviation needs and 
administering all kinds of aviation programs at the State and local 
levels. The reason we are recommending $100 million 
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Mr. Rooney. You are recommending $111 million, are you not? 

Mr. McMutten. We realize $111 million is all the law permits at 
the present time. This recommendation is based on a survey that 
we have recently completed in cooperation with the American Asso- 
ciation of Airport Executives and the Airport Operators Council. It 
was a joint survey. The results of the survey are not quite complete 
yet, but they are so nearly so we think we are on sound ground when 
we say that approximately $468 million is needed for a 3- or 4-year 
program, approximately $222 million of which can be utilized during 
fiscal year 1956 and a lesser amount of $147 million during fiscal year 
1957. The $111 million figure is one-half of the $222 million. 

Mr. Rooney. It would be highly unusual for this committee to 
appropriate money that the President says he does not want. 

Mr. McMutuen. I remember 3 years ago we asked both this com- 
mittee and the Senate committee to appropriate an added amount for 
airports, and the Senate added $50 million. This committee did not 
recommend anything, so we did not get it. 

Mr. Rooney. This is an economy minded Congress. 

Mr. McMut ten. Being a taxpayer, I am interested in economy 
the same as everyone else. 

Mr. Preston. Thank you very much, Mr. McMullen. 


Patent OFFICE 


WITNESS 


HON. FRITZ G. LANHAM, REPRESENTING THE NATIONAL PATENT 
COUNCIL 


Mr. Preston. We are delighted to have with us this afternoon our 
former colleague, the Honorable Fritz G. Lanham, who is appearing 
to make some comments on the budget request for the Patent Office. 

Mr. Lanuam. Thank you very much, Mr. Chairman. 

My purpose in testifying today is to advocate and urge an increase 
in appropriations for the operation of the Patent Office and to indicate 
some of the serious considerations which make such a step imperative. 
It is important to bear in mind from the beginning that our patent 
system has furnished the incentive which through the years has led 
American ingenuity to provide the inventions which bave kept our 
Nation in the forefront industrially and otherwise. We must not 
permit that incentive to become weakened or impaired by minimizing 
the effectiveness of the institution responsible for the outstanding 
creative accomplishments it has thus far stimulated and inspired. 
If we do, we may in time lose that preeminence in achievement which 
has blessed our country so gloriously. 

Inasmuch as I neither own nor have commercial interest in any 
patent, my remarks are prompted by the natural desire for the con- 
tinued welfare and progress of our Nation, for which we may hope in 
vain if we allow to be undermined the foundation upon which our 
prosperity has been so largely based. 

I have a good reason to be familiar with the need for the added 
funds now so earnestly sought. Before the Congressional Reorganiza- 
tion Act transferred initial legislative jurisdiction of patents to 
subcommittees of the Committees on the Judiciary, I served for 25 
years as a member of the House Committee on Patents. I should be 
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less than an ignoramus, therefore, if I did not understand and appre- 
ciate the responsibility now resting upon you distinguished gentlemen 
to know the facts concerning the existing situation and to take 
appropriate action to avert the threatened danger to our continued 
progress. Unfortunately, even in our legislative circles, the great 
importance of our patent system is seldom appreciated and understood 
in its causative relationship to our American prosperity. 

To impress that importance, let me remind you in the first place 
that in the Constitutional Convention there was never the slightest 
doubt or controversy about the wisdom of incorporating in our 
organic law the provision for the promotion of science and the useful 
arts. That provision led to the enactment of our patent laws and 
the establishment of the Patent Office. Thomas Jefferson, himself 
an inventor of note, may properly be termed the father of our patent 
system, and Abraham Lincoln, an admirer of Jefferson’s ac tivity and 
philosophy in this regard, was issued a patent on an invention of 
his own. Following the ‘examples of these illustrious leaders, our 
creative citizens then made valuable discoveries in many fields of 
endeavor, which were accorded with reasonable promptness the 
temporary benefits of patent protection. Thus our Patent Office 
became and long remained on a self-supporting basis. 

Now, what is the situation today? The Patent Office is clogged 
with a great backlog of applications, which will increase unless we 
change the present course. We lose examiners difficult and expensive 
to replace and the backlog grows accordingly. In my judgment, we 
have permitted this unfortunate condition to arise by failure to give 
proper and deliberate consideration to the necessity of protecting and 
promoting this prime agency of our progress and development. 

Naturally, under the existing circumstances, the inventor is greatly 
discouraged. He can find little inducement to work arduously day 
and night to perfect a useful discovery for our country if he is forced 
to wait for 3 or 4 years to get Patent Office action on his helpful inven- 
tion. Accordingly, his incentive suffers a serious stroke. He realizes 
fully the need for that patent protection. His creative idea might 
easily be one which would greatly relieve unemployment, for it is 
axiomatic that patents make jobs. He could render a great public 
service but, if he has to wait 4 years for the opportunity, he is like ly to 
say ‘What’s the use?” and then look for other fields for his labors that 
will supply his daily bread. It must be remembered that many of our 
basic and most valuable discoveries have come from humble folk. 
They are not financially able to carry on through 4 long years of 
waiting, and perhaps even less so now when their meager incomes are 
still subjected to wartime taxation. 

In our earlier history there was no such protracted waiting for 
action on an application for patent. So under present circumstances 
we must assume that our country may be suffering the loss of valuable 
inventions which would brighten our lives and add revenue to both 
personal and national treasuries. In many instances incentive goes 
into a coma. 

I think there is a reasonable possibility of getting our Patent 
Office back on a self-supporting basis and making our Nation the 
beneficiary of blessings now unknown if we will do what is presently 
and temporarily necessary in supplying the funds which will rid us 
of this oppressive backlog and thus give assurance thereafter that 





relatively prompt action will be taken on applications submitted. 
Such applications for patent will then increase immeasurably and 
dormant incentive will be gloriously revived. We are spending many 
millions of American dollars to build up the industries of foreign lands. 
Surely for a few millions we will not let our own stagnate and thus 
possibly lose our cherished place in the forefront of progressive 
achievement. 

The inventors of our country render a valuable public service and 
are eminently entitled to encouraging public support. There are 
no special beneficiaries under our patent system. It was created 
for and operates for the benefit of the public. Because of the in- 
centive it has provided, the ordinary citizen today is enjoying luxuries 
of which the kings and queens of a century ago never even dreamed. 

With what I regard as an utter lack of understanding of the problem 
which faces us and the unfortunate circumstances which have created 
that problem, we hear today several spurious suggestions to relieve 
our present Patent Office difficulties. One contention is that the 
fees charged the inventors for the public service they render should 
be considerably increased. I wonder how that would appeal to the 
humble fellow who often without enough food or sleep toils hopefully 
in his cellar or garret or workshop to discover something that would 
add to your happiness and mine? 

Mr. Tuomas. Mr. Lanham, does the public get the benefit of that 
royalty or who gets that? 

Mr. Lanuam. For a limited time, for a period of 17 years, the roy- 
alty goes to the patentee through the licenses that he may make, and 
at the expiration of that time the patent goes into the public domain. 
Usually a patent does not get into commercial production for a 
few vears. 

Mr. Roonry. The patentee would only get the royalties for 17 
vears? 

Mr. Lanuam. Yes; and usually not for that long because to get 
the invention commercially produced frequently takes a considerable 
time, and after 17 years the public has the right to it without any 
restriction. 

We must not lose sight of that man I have mentioned, because we 
must cherish the confident hope. that there are other Wright brothers 
or de Forests or Edisons who will yet, if permitted, write significant 
chapters in our creative history. We must not place a further check 
on his incentive, now already greatly diminished in many ways. He 
must not become a forgotten man. Useful patents do not spring 
from genius; they are the result, rather, of hard, incessant labor. | 
think Thomas Edison gave the correct definition of genius when he 
said: “Genius is 2 percent inspiration and 98 percent perspiration.” 

And, believe it or not, we have noticed recently another spurious 
suggestion. It is to the effect that additional fees should be charged 
an inventor after he has received his patent, so-called postissue fees. 
That is equivalent to saying to the inventor who has worked industri- 
ously for our advancement, ‘““We have charged you a proper price once 
for doing something helpful to our country, but we want to charge 
you still more, in addition to your taxes, and put on your back the 
burden of another obligation for further finane ‘ial contribution for 
having been of such great service to us.’ That idea, gentlemen, is 
taken from some foreign regimes. God forbid that we should start 








936 


copying them. Our duty is plain and it is to get back by adequate and 
temporary appropriations to the pristine excellence of our American 
patent system. 

In much more salutary recommendations for the solving of our 
Patent Office problems, in this section of the Congress Representative 
Hosmer has introduced the bill H. R. 4267, for the establishment 
of a commission on patent laws and administration, and Senator 
O’Mahoney has introduced Senate Resolution 92 for a somewhat simi- 
lar purpose. These measures were referred to the respective Commit- 
tees on the Judiciary, and the Senate resolution would place the 
committee in charge of the investigation. Each also involves the 
expenditure of necessary funds. 

I may add that in the: last few days the Senate Committee on the 
Judiciary has reported that Senate Resolution 92 favorably. 

Of course, this bill and this resolution were introduced with the 
earnest desire to be helpful in the solution of the present problem. 
However, in my judgment, they are quite unnecessary if we appro- 
priate sufficient funds to enable the Patent Office to clear up this 
backlog of applications and thereby enable inventors to get much 
more speedy action on the applications they will submit. It must 
be borne in mind, also, that it has been only a year or two since the 
Congress, after very deliberate study of our patent statutes by most 
competent experts and legislators and practitioners, enacted a codifi- 
cation of our patent laws. There seems no sound reason, therefore, 
to duplicate those labors at the present time. 

Mr. Tuomas. Mr. Lanham, is there anything wrong with the 
Patent Office that about $18 million a year for the next 3 or 4 con- 
secutive years would not cure? 

Mr. Lanuam. In my judgment, no, Mr. Thomas. We have a 
backlog there now of 200,000 applications or over. 

Mr. Tuomas. A little over. 

Mr. Lanuam. And that will be increasing. 

Mr. Tuomas. You do not think it would be the proper thing to do 
to let the patentee defray some of that cost? 

Mr. Lanuam. They do pay some of that cost. 

Mr. Tuomas. I mean the cost of whittling down the backlog and 
getting them current. 

Mr. Lanuam. They have made contributions to the Government 
by making their applications and will make further contributions 
when their applications are acted upon. 

Mr. Tuomas. Do you think the fees presently charged are suffi- 
ciently high? 

Mr. Lanuam. I think they are, and I believe that we could get back, 
as we were formerly, to a self-supporting basis in the Patent Office if 
we could get these backlog applications out of the way. Men will not be 
striving day and night to develop something useful if they know they 
will have to wait 4 or 5 years to get action on their patent applications. 

From the standpoint of administration, I think we know the situa- 
tion and the way to solve the problem. That problem arises from 
the fact that the Patent Office is choked with this vast backlog of 
applications and that inventors are reluctant to continue their labors 
and have to wait 4 years for a determination of their patent rights. 
The evident remedy is the one now suggested: to increase the budget 
estimate by $3 million to get us on the course that will bring us up to 
date and restore the Patent Office to its former prompt efficiency. 
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I trust the committee will consider this matter most carefully and 
afford the relief so appropriately proposed. 

Thank you very much for the privilege of bringing this deplorable 
situation to your attention and urging your favorable consideration 
of the recommendation for its prompt correction. 

Mr. Preston. Thank you very much, Mr. Lanham. The com- 
mittee is aware of the seriousness of the situation and we will look 
over it very carefully when we mark up the bill. 

Mr. Lanuam. Thank you very much. I think this matter is of 
fundamental importance. 

Mr. Roonry. How much are you recommending? 

Mr. Lanuam. I am recommending that the budget estimate of $12 
million be increased by $3 million, to $15 million, so that we can 
at least get well started in cutting down this backlog. 

Mr. Tuomas. This committee is thinking of going farther than that. 

Mr. Lanuam. Well, bless your hearts, and more power to you. 
That will be fine because the sooner we get this condition corrected 
the sooner can we be assured that we are going to retain our place 
in the sun and in the forefront of nations. 

Mr. Preston. Thank you very much, Mr. Lanham. It was a 
pleasure to hear you. 


PATENT OFFICE 
WITNESS 
WILLIAM J. BARNES, PATENT LAWYER, NEW YORK CITY 


Mr. Preston. The next witness is Mr. William J. Barnes. We 
will be glad to hear from you, Mr. Barnes. 

Mr. Barnes. My name is William J. Barnes, I am a member of the 
bar of New York and admitted to practice before the Patent Office. 
I have been practicing patent law in New York City for about 30 
years. Iam first vice president of the American Patent Law Associa- 
tion, which has a membership of 1,500 patent lawyers, and I also 
appear on behalf of the National Council of Patent Law Associations, 
which is an organization of 23 local patent law associations over the 
country. 

Mr. James P. Burns, who is president of the American Patent Law 
Association, submitted a statement in which he recommended $15 
million for the Patent Office. I want to appear in support of that 
statement and refer to only one feature of it. Mr. Burns had many 
reasons. Ihave only one. 

Mr. Preston. Mr. Burns’ statement will be inserted in the record 
at this point. 

Mr. Barnes. In. that connection, may I make a correction at 
page 6, line 1, of Mr. Burns’ statement. After the word “are” 
insert the word “not” so that the sentence will read: 

If we are not to have a moratorium in the operation of the Patent Office. * * 


x 


(The statement referred to is as follows:) 


STATEMENT BY JAMES P. BuRNS, PRESIDENT OF THE AMERICAN PateNT Law 
ASSOCIATION 


I am appearing before this committee as the representative of the American 
Patent Law Association and the National Council of Patent Law Associations. 

The American Patent Law Association is an autonomous national association 
of patent lawyers. It has over 1,500 members dispersed throughout the United 
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States. The association has been in existence since 1897 and its members repre- 
sent in large measure the inventors of the entire country. 

The National Council of Patent Law Associations has as its membership the 
executive officers of some 24 national and local patent law associations, including 
the chairman of the patent section of the American Bar Association and the 
presidents of the patent law associations in Roston, Chicago, Cincinnati, Cleve 
land, Connecticut, Dayton, Los Angeles, Michigan, Milwaukee, Minnesota, New 
Jersey, New York, Oregon, Philadelphia, Pittsburgh, Rochester, San Francisco, 
Seattle, and Toledo, as well as the chairmen of the patent sections of the bar 
associations in Columbus, St. Louis, and Texas. The representatives of 23 of 
these groups participated in an all-day meeting in Chicago on February 19, 1955, 
at which the conditions prevailing in the patent office and the needs of that bureau 
were discussed and considered in detail and the decision arrived at to request the 
privilege of an appearance before this committee. In my capacity as president 
of the American Patent Law Association, I was designated to appear. 

The staggering fact is that at the present time about 4 years intervene on the 
average between the filing of an application for a patent and the grant of the 
patent. This 4-year delay is exceedingly injurious to new business ventures, 
Let me give you an example. 

A small company develops a new furnace grate for use with an automatic coal 
stoker. Before making the necessary financial commitments to tool-up and pro- 
duce this new item, the company needs to know two things: (1) Will they violate 
any patent owned by someone else through the manufacture of the new item, 
specifically, will they infringe any unexpired patent; and (2) will they be able to 
get any patent protection for the new grate which will protect them against early 
copying by competitors? 

Now the 4-year backlog of unissued applications lying in the Patent Office is, 
of course, maintained secret. Patent counsel for the small company can investi- 
gate and advise the company only as to issued patents. There is absolutely no 
way to insure the company against the possibility that within the next 4 years 
a patent may issue to someone else that will be infringed by the new grate. 

If the small company embarks on the manufacture of the new grate, it must 
run the risk of encountering possible future issuing patents that may be granted 
over the next 4 years. It may even be sued on such a future issuing patent. 
Conceivably it might be faced with an injunction. This risk, while it always 
exists in reference to pending applications, is not very great when the Patent 
Office delay is only from 1 to 1% years, but it becomes an exceedingly serious risk 
when the delay is 4 years, as it is at present. Small business can ill afford to take 
such chances. 

Likewise, the 4-year delay makes it impossible for the small company to obtain 
any early assurance that it will have patent protection for its new development 
that will give it sufficient competitive advantage to recoup the investment neces- 
sary to embark on the new enterprise. The possession of patent protection is 
alwavs a significant item in financing a new venture and when one has to wait 
4 years to find out whether or not he will have patent protection, that delay is a 
great deterrent in the launching of the new venture. 

The 4-vear delay has still a further adverse effect on the public interest. The 
term of an issued patent is 17 years. When the patent expires the invention 
becomes a part of the public domain, free to all. It is in the public interest that 
patents be granted promptly so that they will expire early and the fruits of the 
inventions made freely available to the public. The 4-year delay in the Patent 
Office correspondingly delays the date when the inventions are made freely 
available to the public. 

The Patent Office has an efficient administration and we believe as hard a 
working staff as any Government bureau. However, the Commissioner's 
annual report for fiscal year 1954, a very informative document, reflects, and I 
quote: “* * * nearly 100 more than the average number in the examining corps 
in 1954, would be required merely to keep abreast of the inflow of new work. 
The present backlog would remain undiminished. If the corps of examiner 
assistants were maintained at an average level of 630, which was the number of 
examiners at the end of 1954 fiscal year, the backlog could be expected to increase 
by no less than 12,000 cases, so that by the end of fiscal year 1955 about 207,000 
applications would be on hand in the Patent Office” (as of January 31, 1959, 
there were 208,566). 

I am informed that as of the present time the Patent Office has only about 610 
examiner assistants and I am additionally informed that the predicted rate of 
filing applications set out in the Commissioner’s report of 75,000 a year is currently 
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being exceeded. It is inevitable that the backlog will increase to an even greater 
extent than predicted in the Commissioner’s annual report. This is, indeed, an 
alarming situation. Despite the fact that the present Commissioner and his staff 
have practiced the utmost economy and resorted to many innovations and 
practices to reduce expenses, it is quite evident that the Patent Office cannot 
perform its required statutory function of examining patent applications and 
granting patents with any degree of efficiency with its present manpower. 

Some 30 years ago I was an examiner in the United States Patent Office. At 
that time there had been issued a total of only about a million and a half patents. 
At present there are over 2,700,000 issued United States patents. There has been 
a tremendous accumulation of technical literature and foreign patents, all of 
which are added to the search load that the patent examiner encounters in deter- 
mining the patentability of an invention. The modern scientific advances in 
chemistry, electronics, and other sciences have made applications for patents 
even more technical so that the exaniner’s job in searching the mass of prior art 
is a much more time-consuming and difficult one today than it was 10, 20, or 30 
years ago. 

The Commissioner’s annual report reflects that: 

“The classification group has never been fully staffed in accordance with its 
needs. As a result, there is a huge volume of essential reclassification work 
urgently awaiting attention. This volume can be reduced only by addition 
of sufficient personnel to perform the reclassification work involved. Failure to 
reduce this backlog adds to the burden upon the patent examiners in making 
their searches for novelty. The average examiner spends about 60 percent of 
his time in such searches of the prior art * * *” 

In an effort to modernize practices in the Patent Office, the Secretary of Com- 
merce last year appointed an Advisory Committee on Application of Machines to 
Patent Office Operations. The cheirman of that committee was Dr. Vannevar 
Bush. In transmitting the report of the committee to the Secretary of Commerce, 
Dr. Bush said: 

“* * * We found that no existing device nor system is capable of serving the 
specific and unusual requirements of the Patent Office. Nevertheless we believe 
that there is an excellent chance for the practical application of machine methods 
if the Department of Commerce undertakes a positive program which would 
combine research, experimentation, and cooperation with private industry * * *” 

In the report of the Bush committee it is pointed out: 

“Much of the delay is caused by the time required to search the pertinent 
patents among the 2,700,000 which today make up the record * * *” 

Elsewhere, the same report points out: 

‘“*k * * ‘Classification is the most important single tool which the patent 
examiner uses in his work.’ The necessity of searching hundreds of patents in 
a given subclass which was made many years ago obviously takes very mu! 
longer than is required for the study of a well-defined reclassified group ef the 
order of 20 to 30 patents.” 

Dr. Bush also warns: 

“The Nation cannot afford a moratorium on Patent Office operations while 
the decisions are made, the system established, the information encoded, and 
the machines built and installed. Therefore, the regular work of the Office, 
including the serious problem of reclassification, must go forward simultaneously 
with aggressive experimentation and development.” ; 

If we are not to have a moratorium in the operation of the Patent Olfce, 
which the Bush committee recognizes the Nation cannot afford, and if the 
working tools of the patent examiners are to be improved and the office to function 
effectively, it must have adequate funds. 

A word as to the circumstance that the Bureau of the Budget has asked for 
only $12 million for the Patent Office operation for fiscal year 1956. In the present 
administration’s economy drive, which is laudable, there has been an attempt to 
make a horizontal cut on Government expenses, with the result that a long- 
established bulwark of our free-enterprise system like the Patent Office is treated 
in the same manner as many of the new experimental Government projects. The 
Bush committee report recognizes that: 

“Our patent system creates jobes, offers industry the opportunity for growth 
and improves the consumer’s living standards. The system is based on a simple 
but wide philosophy. The grant of a United States patent gives the inventor a 
temporary exclusive right in return for a full disclosure of his idea. Creative 
thinkers are thus provided with a solid incentive for the development of the new 
and improved. Simultaneously, the disclosure of the invention stimulates further 
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and constant advancement. In effect, each novel idea becomes a ‘seed’ from 
which a flourishing tree of practical knowledge can grow.” 

Coming to the proof for the need of an increased appropriation, the following 
table reflects the facts: 


Fiscal year ending June 30 


1952 





. Applications filed during year * 75, 271 


. Number of applications awaiting action at end of year , 8 , 878 | 1 116, 392 
. Applications disposed of (allowed and abandoned) 76, | 72, 63, 672 
Average number of examiners 20 688 | 2 654 
Number of applications awaiting action per examiner (2 di- | 

vided by 4) 34. 144 178 
. Money pat by the Patent Office . $12, 129, 581 $11, 933, 934 
. Appropriation for fiscal 1955, $11,500,000. 
. Appropriation asked by Budget ‘Bureau for fiscal year 1956, 
$12,000,000. 


1 140,895 as of Jan. 31, 1955. 
2610 as of Feb. 19, 1955. 


It is self-evident that the Patent Office has a 25 percent greater workload now 
than it had in 1952 when it required $12,219,338 to cover its cost of operation. 
Even under strict economy, if the Patent Office is to handle this increased load, 
much less carry forward the vitally necessary work of reclassification of domestic 
and foreign patents and technical literature, it should have a minimum appro- 
priation for the fiscal year 1956 of $15 million. It has been rumored that the 
problem of recruiting technical personnel for the examining corps will make it 
impossible to use the full $15 million in 1956. However, unless the money is pro- 
vided, it is a certainty that an adequate number of examiners cannot be hired. 


Mr. Barnes. Mr. Burns was to appear before you today but he was 
actually trying a case in Baltimore. 

I want to refer only to the unreasonable delays that occur in the 
Patent Office because they do not have sufficient help. Those are 
affecting more than 80,000 new applications a year. As you realize, : 
delay of 4 or more years in taking action on a patent apnliontioti in is 
tantamount to a denial of the patent in many cases. 

In contrast with this long delay, it took Alexander Graham Bell only 
3 weeks to get the patent for the telephone; and Edison got the patent 
on his incandescent lamp in less than 3 months. 

I looked over the list of patents issued last Tuesday and found that 
even in a simple patent it took an abnormally long time for the patent 
to be issued. 

For instance, a patent on an artificial tooth took 6% years. A patent 
for a milking apparatus, a sort of a can, took 4 years. And a cleaning 
apparatus which was relatively simple, took 5% years. 

The fact is the Patent Office has not had enough money in its budget 
to hire the examiners needed, and we feel this is causing irreparable 
injury net only to business but to poor inventors. I know from 
experience that many inventors do not file applications when they 
learn the things I tell them, namely: 

First, that the application may le dormant for from 6 to 13 months 
before it is first examined by the Patent Office and reported back to 
the applicant. 

Second, it is almost impossible for the attorney for the inventor and 
the Patent Office to have the same idea as to how broad the patent 
should be, so the Patent Office rejects the application because the 
inventor is probably overclaiming. It takes the Patent Office from 
13 to 18 months to reexamine an application, 
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Third, the examiner may ultimately come to the point of view that 
there is no invention involved and so he finally rejects the applica- 
tion, and in that event the inventor has the right to take an appeal 
in the Patent Office. In the last 4 appeals taken in my office, 1 
inventor waited 14 months for his appeal to be reached for argument. 
Another is now waiting 16 months; and 2 more applicants are waiting 
17 months for their appeals to be heard. 

The average time for a patent application to get through the 
Patent Office is 4 vears. It is estimated that the actual time required 
to get a patent through is 4 or 5 days. So, in order to get 4 or 5 
days’ work on a patent application, the applicant has to wait 4 or 5 
years, Which we think is unreasonable. 

The Patent Office is the backbone of the American patent system. 
Its staff is well organized. They are efficient and extremely compe- 
tent. Neither its organization nor its personnel is responsible for 
the delays of which I speak. They are doing the best job they can 
under the circumstances. 

Last week in the Chemical and Engineering News the Commission 
was quoted as stating: 

The overall backlog of 210,000 applications has been increasing at the rate of 
about 15,000 applications per year, due in large part to the lack of manpower. 

The entire patent bar of this country believes that an appropriation 
of $15 million will substantially remove these delays. 

I want to thank this committee for the opportunity to make this 
statement. 

Mr. Preston. Off the record. 

(Discussion off the record.) 


Mr. Preston. Thank you very much, Mr. Barnes. 
Mr. Barnes. Thank you. 


PATENT OFFICE 
WITNESS 


WILLIAM R. BALLARD, ADVISER TO COMMITTEE ON PATENTS. 
NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Preston. The next witness is Mr. William R. Ballard. Mr. 
Ballard, you may proceed with your statement. 

Mr. Bautiarp. Mr. Chairman and members of the committee, I 
have a prepared statement. I had it prepared before I knew the 
time limit. If I could have permission to file my prepared statement, 
I would talk to only two points. 

Mr. Preston. We will insert the prepared statement at this point. 

(The statement referred to is as follows:) 


STATEMENT OF W1LLIAM R. BALLARD, ADVISER TO THE COMMITTEE ON PATENTS 
OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Chairman and members of the committee, my name is William R. Ballard, 
adviser to the committee on patents of the National Association of Manufacturers, 
and I am speaking today for that association. As you may know, the NAM is a 
voluntary organization of approximately 20,000 manufacturers, 83 percent of 
whose members have less than 500 employees each. We represent a cross-section 
of American industry, including in our membership manufacturing companies of 
all sizes. 

The National Association of Manufacturers has consistently worked for economy 
in Government. Today, we are here to urge a considerable percentage increase 
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in the appropriation for the Patent Office. We believe we can make it clear that 
this is also an economy measure. 

As you know, the law requires the Commissioner of Patents to report each year 
directly to Congress on the state of affairs in the Patent Office. The report for 
1954, recently made, shows the Office to be in critical condition and rapidly growing 
worse. It shows that the Office will need at least $15 million a year for the next 
few years, even if we ignore the proposed increase in salaries for personnel; as 
compared with $11,500,000 appropriated for the current year and $12 million 
provided in the present budget. Without going into details, I may illustrate the 
seriousness of the situation by saying that while the workload has been increasing 
during the past 2 years, the number of examiners has dropped from 688 to 610, 
while it should have been increased to 800 or 850 to take care of the examination of 
patent applications plus some 50 to 100 for reclassification needs. These declines 
were forced by lack of sufficient funds in recent years. 


THE DANGER 


If the necessary funds are not provided, the result will be, first, a rapid increase 
in the delay in issuing patents—a delay already much too great; and second, a 
rapid deterioration in the quality of the patents issued—their validity and accuracy 
of disclosure. 

Since the Government must economize in every possible way, it is fair to ask 
ohw really serious this result would be. 


THE PUBLIC INTEREST 


If it were the business of the Patent Office to sell a product, or to render a 
service to individuals dealing with it, the result, while obviously bad, could 
perhaps be endured for a while in the interest of economy. 

But that is not what the Patent Office is doing. It is serving the public, and 
that is why the existing situation is of such grave importance. 

Well over a century ago, when the purpose of patents was still clear in the 
minds of those concerned, Chief Justice Marshall stated it as clearly as this: 
He said of the patent: “It is the reward stipulated for the advantages derived 
by the publie for the exertions of the individual, and is intended as a stimulus 
to those exertions * * *,”’ 

Our whole patent system is a plan for raising our standard of living by inducing 
those who can do it to make improvements in the useful arts, the inducement 
being a brief control of the new improvement in each case. It is a plan for getting 
things from individuals (inventors) by offering a price (the patent) and for 
giving these things to the public (as the patents expire). It is a plan for harnessing 
the horsepower of self-interest to the cart of publie benefit. 

This is clear from the words of the Constitution which says (art. 1, see. 8): 

“Congress shall have power * * * to promote the progress of * * * useful 
arts by securing for limited times to * * * inventors the exclusive right to 
their respective * * * discoveries.” 

And the law says that anyone who invents a new improvement in the useful 
arts may have a patent thereon, securing to him the right to exclude others from 
practicing that improvement for 17 years, provided he fully ciscloses it so that 
anyone can use it thereafter (and if he complies with stipulated formalities). 

In this whole plan, the Patent Office is the machine set up to issue in appropri- 
ate cases, the reward offered by law for the public service rendered by the inventor. 

Some otherwise well-informed people have the impression that the granting of 
patents is intended primarily for the benefit of inventors and their business 
backers. If that were so, I would probably not be here today—the need for 
economy being what it is. 

It is true that inventors and their backers do (sometimes) make money out of 
their patents, and if it were not so, patents would be no inducement for them to 
spend their time and money making the improvements in the useful arts which 
raise our standard of living. But their benefit is strictly subordinate and inci- 
dental to the public benefit, for which the whole thing was devised: like the benefit 
of a paycheck to anyone who has done a public service. We do not create the 
job and hire the employee so that we may give him a paycheck. We do it because 
the public is to get a benefit. 

And the patent (with whatever profit it brings) is the paycheck to the inventor 
for doing the job of inventing and disclosing to the publie something new and 
useful to it. 
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THE PLAN WORKS 


Our preeminence in the whole field of industry and our standard of living com- 
pared with that of years gone by, or with that in other countries today, shows that 
the plan of the authors of our Constitution works. 

Our patent system offers a better inducement to invention than that of any 
other leading. country, because it gives a clean-cut 17-year control of the new 
thing, no compulsory licensing, no working requirements, no maintenance taxes. 
And statistics show that our citizens, under our system, out-in\ ent the citizens of 
other countries, under their respective systems, by 2 to 1 or better on a per capita 
basis. 

lf anvone doubts the value of the patent system to the public, he might well 
look again at the 1943 report of the National Patent Planning Commission. It 
was set up in 1941 expressly for the purpose of finding faults in the patent sys- 
tem; and it came up with such statements as these: 

“The system has accomplished all that the framers of the Constitution in- 
tended. * * * it has * * * placed the United States far ahead of other countries 
in the field of scientific and technological endeavor; * * * contributed to the 
achievement of the highest standard of living that any nation has ever enjoved; 
* * * contributed to the improvement of the public health and the public safety 
x * * 

“* * * The American system is the best in the world * * * The patent system 
is the foundation of American enterprise and has demonstrated its value over a 
period coestensive with the life of our Government.” 


EASY TO LOSE 


_ Our people have been enjoying the benefits described in the above quotation 
for so long that we are apt to take them for granted—to assume that they will 
automatically continue unless we repeal the patent law—which no one proposes 
to do. 

But the patent law is not self-executing. It takes the machinery of the Patent 
Office to carry it into effect. We need only starve the Office a little more than 
we now are doing to put an end completely to the benefits from our patent system. 

There are some Government agencies, the support for which might be cut 50 
percent with only a corresponding 50 percent loss in benefits received. The 
Patent Office is not in that class. To try to do the Patent Office job halfway is to 
do it not at all. This is because its only purpose is to issue patents that wil? act as 
an inducement to the inventing of further improvements in the useful arts. If, for 
want of personnel or facilities, patents are too long delayed in issuing, or when 
issued, turn out to be generally of little or no protection to the inventor, the 
incentive of our patent system suddenly disappears. After that, the Office is 
completely worthless, and any money thereafter spent just to keep it going through 
the motions is wasted money. 


THE EFFECT OF DELAY AND POORLY PROCESSED PATENTS 


Large companies are less dependent on patents and are less hurt by delays in 
the Patent Office than are the small companies and individuals, because the large 
companies have a momentum, established markets, stable finances, and long-range 
plans that carry them over. 

But there are thousands of individual inventors and small companies trying 
to get started or to keep going, to whom the prompt securing of sound patents 
is vital. The patents are all that will enabie them to get money for financing the 
business or to compete against the big companies. They work on a narrow time 
margin and a hand-to-mouth basis. 

In 1938, some 70 such individuals and small-business men came to Washington 
to protest to Congress against a proposed law (compulsory licensing) that would 
have degraded the value of patents to such people. Here are a few samples of 
their testimony: 

Mr. Stock: ‘“‘We are making a better product, but if we did not have local 
patents we could not operate, * * *” 

Mr. Brap.Ley: “* * * our company has grown in competition with such big 
firms as General Electric and Westinghouse companies * * * [who] have always 
respected our patents * * *. 

“T want to say that over the years we have been faced with bankruptcy twice. 
If it wasn’t for our good patents, we never could have avoided it.”’ 
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Mr. Euuior: ‘‘* * * had we been unable to have the protection of the 
present patent system, we would have been out of the picture many years ago. 

Mr. Kerr: “If we had not had patents we would not have commenced, and 
if we did not have them now we would practically cease to develop.” 

And the Honorable Albert Thomas, of Texas, put this statement on that record: 

“In my town alone, we must have, at least, from 7,500 to 10,000 families who 
are directly dependent upon the status quo with reference to our patent laws.” 
(Committee hearings on H. R. 9259, March 1938.) 


HOW TO ECONOMIZE ON THE PATENT OFFICE 


From what has been said it is clear that there is no economy in putting the 
Patent Office on starvation rations. 

There are only two ways to economize on that Office. 

One is to abolish it entirely. This would be false economy. It would sacrifice 
the tremendous benefits that our patent system brings to our people. But, for 
@ year or so, it will show on our budget as a slight improvement in the ratio of 
income to outgo. 

The other way to economize is to give the Patent Office the additional amount 
it requires to enable it to do its job as well as is humanly possible. This will give 
us patents that are promptly issued and that are predominantly valid because 
they have had the thorough consideration which the law intends. 

This is true economy, because the thousands of little fellows and the individuals, 
who have the same problems as the men above quoted, will get patents upon which 
they can start new businesses and revive old ones; and the taxes on the profits 
of such businesses throughout the land will repay many times over the few dollars 
thus invested in the Patent Office. A big increase in receipts is better economy 
than a small decrease in expense. 

In addition, we will continue to get the full flow of improvements in the useful 
arts that is required for a rising standard of living. 

The recent Vannevar Bush committee report on the Patent Office says: “The 
United States patent system is at the crossroads today.’ 

Unless this condition is quickly corrected it will be a long and difficult task to 
get it back onto a sound basis again. It takes some years to train a first-class 
Patent Office examiner, and once dispersed, the corps cannot be rebuilt overnight. 

We earnestly urge that the Office be given all it needs to perform its important 
public service. 


Mr. Bauuarp. I represent the National Association of Manufac- 
turers. That is an association I think you all know about. 

Mr. Preston. Yes; we are familiar with it. 

Mr. Batuarp. I also assume you know about the critical situation 
in the Patent Office. I shall not go into that. 

The first point I want to touch on is why this is so important. The 
reason is that the Patent Office was set up entirely for the benefit of 
the public and for no other reason. That is not my philosophy of the 
Patent Office; that is the philosophy of the patent system that is 
taken directly from the Constitution. The Constitution gave the 
Congress the power to secure for limited times to inventors the exclu- 
sive right to their respective discoveries. It did not stop there. It 
gave the reason for it, and the reason was to promote the progress of 
useful arts. Today we have a new name for it. We call it a standard 
of living. 

So the whole plan was to raise the standard of living of our whole 
people by encouraging those who were able to do things to make these 
improvements in our standard of living. 

A hundred years and more ago w hen people were not so confused 
about this, Chief Justice Marshall expressed this philosophy in a legal 
opinion. He said of the patent: 


It is the reward stipulated for the advantages derived by the public from the 
exertions of the individual, and is intended as a stimulus to those exertions. 
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Later Dr. Karl T. Compton said: 


The patent system itself is fundamentally one of the greatest social inventions 
which has been made for the benefit of the human race. 

That seems to me enough to settle it, that we are not keeping the 
Patent Office there for the benefit of inventors or their backers, and 
the thing has succeeded exactly as planned. Our standard of living 
shows it; our technological progress shows it; and the National Patent 
Planning Commission set up to examine the patent system, says: 

The system has accomplished all that the framers of the Constitution intended 
* * * it has placed the United States far ahead of other countries in the field of 
scientific and technological endeavor; * * * contributed to the achievement of 
the highest standard of living that any nation has ever enjoyed; * * * contributed 
to the improvement of the public health and public safety; * * * The American 
system is the best in the world.* * * The Patent System is the foundation of 
American enterprise and has demonstrated its value over a period coextensive 
with the life of our Government. 

If we let the Patent Office, which is the machine for issuing these 
rewards, run down to zero—and it is fast getting there—there will not 
be any incentive and pretty soon the boys will quit on us. 

To show you how important this is, I want to read just four excerpts 
from hearings held in March 1938 on H. R. 9259, when the integrity of 
the patent system was being attacked in another way. 

Mr. Stock said: 


We are making a better product, but if we did not have local patents we could 
not operate * * * 


This is what Mr. Bradley said: 

Our company has grown in competition with such big firms as General Electric 
and Westinghouse companies * * * [who] have always respected our patents. 
* * * T want to say that over the years we have been faced with bankruptcy 
twice. If it wasn’t for our good patents, we never could have avoided it. 


Mr. Elliot said: 


Had we been unable to have the protection of the present patent system, we 
would have been out of the picture many years ago. 


Mr. Kerr said: 


If we had not had patents we would not have commenced, and if we did not 
have them now we would practically cease to develop. 

There were over 70 little-business men who came before that Con- 
gressional Committee to protest the deterioration of the patent 
system. I went down and heard them and there was not one big 
company that testified. I am sorry Congressman Thomas is not 
here, because he probably would remember this. Congressman 
Albert Thomas of Texas said this: 


In my town alone, we must have at least from 7,500 to 10,000 families who are 
direetly dependent upon the status quo with reference to our patent laws. 


The other point I want to make is really a corollary under this one, 
and that is there are only two ways you could economize in the Patent 
Office. I speak today on this line with great confidence, because I 
want to say to your that this is an economy measure. There are two 
ways we can economize. One is to abolish the Patent Office and thus 
lose all the advantages you get from it. The other way is to give the 
Patent Office all the money it needs to do the job as well as is humanly 
possible. 
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There are some Government bureaus where you can cut an appro- 
priation 50 percent and cut the benefits 50 percent, but the Patent 
Office is not that kind of an agency. The whole purpose of the 
Patent Office is to issue patents that will act as an incentive to 
inventors. If the patents come out so late and so slowly that when 
they come out they are found to be of little or no protection, the 
incentive decreases overnight. 

This is something you cannot do half way. If you do it all the 
way we will get the benefit that the Constitution provides for the 
people and in addition the taxes we collect from all these little fellows 
whose testimony I read will go over the amount put in this. 

Mr. Preston. We are aware of the problem and will give it serious 
consideration. Are you recommending $15 million? 

Mr. Batuarp. Atleast that. Iam not going to talk about amounts, 
I know the Commissioners have talked to you about that. 

Mr. Preston. Yes. We have taken a lot of testimony on it. 

Mr. Rooney. Mr. Ballard, when you referred to the ‘‘boys’’ did 
you mean the boys from the National Association of Manufacturers? 

Mr. Batuarp. I cannot remember the sentence you are referring to. 

Mr. Roonny. Let me understand this: You are here advocating 
giving President Eisenhower at least $3 million more than he says 
he needs? Is that correct? 

Mr. Bautuarp. I do not think that is correct, sir. I think it is 
$3 million more than he thought would be needed at the time he 
made the recommendation. 

Mr. Roongy. $12 million is still his recommendation. He can send 
2 document up here in 15 minutes that would change bis reeommenda- 
tion from the $12 million in his original request. Do you think it is 
more important that we give the executive branch of the Govern- 
ment more money for the Patent Office than they ask for than it is 
to balance the Federal budget? 

Mr. Bauuarp. I think I can answer that “Yes, sir,”’ in this instance 
I think it is more important, for the reasons I have stated. 

Mr. Rooney. That is a highly unusual position for the National 
Association of Manufacturers, which has been talking about economy 
in government and balancing the budget for many years. 

Mr. BaLtarp. You cannot economize by doing this job halfway 
because you merely waste money. You may as well throw it out the 
window. 

Mr. Rooney. Thank you. 

Mr. Preston. Thank you, Mr. Ballard. 

Mr. Bauiarp. Thank you, sir. 


PATENT OFFICE 


WITNESS 


HON. WILLIAM E. MINSHALL, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF OHIO 


Mr. Preston. We are pleased to have with us this afternoon our 
colleague the Honorable William E. Minshall of Ohio. 

Mr. MinsHatu. Thank you. 

Mr. Chairman, as authorized by the Constitution, one of the first 
acts of Congress created our patent system. This was the first 





patent system in the world to give all men, regardless of station in 
life, practical reward for their creative efforts. 

The patent systems of all countries stemmed from that beginning, 
and with them came the first important surges of the application of 
science to useful ends in those countries. 

Since that beginning less than 175 years ago, history has witnessed 
_ actically all of the inventive progress man has made in over 4,000 

ears. 

It is generally conceded by almost everyone that the United States 
patent system, in the last 175 years, has played the prince ipal role in the 
extensive technological and industrial development of our country. 

There can be no doubt that the Patent Office is carrying out the 
stated constitutional objective “to promote the progress of science 
and useful arts” in offering to us all such an accumulation of informa- 
tion which the hope of reward through a patent grant has induced 
inventors to make known to the public. 

There is another constitutional provision of interest to us here today. 
This great document also provides that Congress shall have the re- 
sponsibility of furnishing the facilities for the adequate operation of 
the patent-granting phase which is a governmental operation. 

No one is going to forsake our Constitution, but if the constitutional 
idea of promoting invention by a patent system is to be retained, then 
let’s give it enough nourishment to help it thrive. 

At the present time, the Patent Office has a backlog of approximately 
200,000 applications awaiting action by the examiners. Due to this 
backlog, an inventor must wait approximately 3 to 4 years from the 
date of filing his application before he can expect to receive final 
action on his patent. 

These delays are directly traceable to the fact that the Patent Office 
is miserably understaffed and undermanned, working in crowded 
quarters where access to records is a problem, and even filing space is 
at & premium. 

It is most important to industry, particularly to the small manu- 
facturers, that applications for patents be processed through the 
Patent Office with reasonable dispatch as compared to the inordinate 
time now taken for such processing. 

The Patent Office should have an appropriation sufficiently large to 
enable it to maintain its experienc ‘ed examining personnel and to pro- 
vide for substantial diminution in the backlog which it now has of 
pending applications. 

We are experiencing a construction in the service that the Patent 
Office has been able to give by virtue of inadequate appropriations at 
a time when such service should be expanded. 

The need for prompt, adequate appropriative action is great since 
a continued construction only continues the increasing burden which 
as @ matter of law must be met. 

When Patent Office appropriations are inadequate, the issuance of 
patents is delayed. Inventors consequently become discouraged and 
not infrequently decide to abandon their applications. As a result, 
the public suffers. The public loses the disclosure of the information 
which, at the end of 17 years, would pass into the public domain if 
a patent were granted. 

Inventors are becoming more and more reluctant to put their new 
devices on the market for free copying by their rivals during the four 
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or more year period which now lapses between the date of filing of 
an application for patent and the date of granting a patent. 

One Cleveland patent attorney spoke of this discouragement among 
inventors and small business enterprises as follows: 

I have occasion frequently to advise modest new enterprises in connection 
with their new products and developments. These people are advised by me 


in all candor that in present times a patent is a perilous asset that usually takes 
years to obtain. They are further advised that without a patent they are power- 


less to stop large established companies in their field from copying their product 
and running away with it through vastly superior merchandising facilities, in- 
cluding established sales organizations and availability of overshelming appro- 
priations for brand advertising. These people are not usually in a position to 
wait vears for a possible patent on their product nor can they usually find backers 
who are willing to do so. 

I am a strong believer in economy in government, but I do not 
favor concentrating efforts for economy on the appropriations for 
bureaus and agencies such as the Patent Office which are of great 
importance to our industrial research and economy. 

The Patent Office is not a bureaucratic agency such as we find many 
times in Washington where an administrator of an agency feels that 
if he expands his services, or his controls, he can thereby expand his 
organization. The size of the Patent Office is determined solely by 
the number of patent applications it receives. 

Accordingly, the question is not how little is enough to operate the 
Patent Office but is how much are we willing to spend to enable the 
Patent Office to perform its functions as part of the patent system? 

T am convinced, because the evidence is so obvious, that the present 
request for Patent Office funds is not adequate. I shall, however, 
leave it to my more experienced colleagues to determine just how 
much more should be appropriated. This committee can easily 
determine how much money it will take for the Patent Office to 
function properly and thus reduce the enormous backlog of patent 
applications. The present request, however, is inadequate, and | 
will not be able to support such an inadequate appropriation if it 
reaches the floor. 

If the United States Patent Office cannot function to grant adequate 
patent protection promptly because of inadequate appropriations for 
its operation, this country will obviously be losing a very strong 
incentive for research and development. 

The cost of any particular Government operation deserves careful 
scrutiny, and we are proud of the determination with which the 
Committee on Appropriations approaches the problem of supplying 
the best possible government with the least number of dollars. 

In this light, I am certain the committee would want to take into 
consideration the fact that the income taxes of the inventor and the 
corporation taxes paid by the manufacturer of just one successful 
invention repays many, many times the cost to the Government of 
issuing the patent and maintaining a proportionate share of the 
Patent Office. 

And again in the review of the cost factor involved, I am certain the 
committee will want to consider the increased governmental research 
activity which has occasioned greater use of the Patent Office facilities 
by other governmental departments. These other governmental 
agencies pay nothing for the service the Patent Office renders to them. 
There are no fees for application, no fees for issuing a patent, and 





ate 


io -. a. a. a a ae 


949 


there are no fees for patent copies; this is probably as it should be, 
but Government applications for patents should in no way push 
private applications into a pigeonhole for 4 or so years merely be- 
cause the en will not appropriate an adequate sum of money 
for the proper functioning of the Patent Office. 

Gentlemen, the Patent Office should receive a larger appropriation 
than the request now before you. This is not a partisan issue. 
Presidents in both parties from Abraham Lincoln to Franklin Roose- 
velt have publicly attested to the importance and value of the patent 
system in the American economy. I urge you to report an adequate 
appropriation for this mainstay of our American way of life. 

Mr. Roonry. Thank you, Congressman Minshall, for a highly 
interesting and informative statement. 


PATENT OFFICE 


WITNESS 


NORMAN N. HOLLAND, PRESIDENT OF THE NEW YORK PATENT 
LAW ASSOCIATION 


Mr. Preston. We will now hear from Mr. Norman N. Holland, 
New York Patent Law Association. 

Mr. Houuanp. First, I would like to thank the subcommittee for 
permitting me to appear and testify. My name is Norman N. 
Holland. I have been a patent lawyer since 1923 and have spent the 
entire period since that time, representing companies and inventors 
on patent and trade-mark matters. 

I am appearing as president of the New York Patent Law Associa- 
tion, which is composed of patent attorneys and agents. The associ- 
ation was formed in 1922 and now has over 800 members, who 
represent inventors, owners of inventions, and companies which 
develop and commercialize inventions. 

The statement of our board of governors concerning the plight of 
the Patent Office has been printed and distributed to Members of 
Congress. I would appreciate this copy being printed in the record 
as a part of my statement. 

Mr. Preston. The statement may be inserted at this point. 

(The statement referred to is as follows:) 


Tue Patent System Is BEING STRANGLED 
THE PATENT OFFICE MUST HAVE AT LEAST $15 MILLION FOR FISCAL 1956 


The United States patent system is being strangled by lack of funds to operate 
the Patent Office. 

The patent system is of vital importance to the country.—It has been estimated 
that 75 percent of the jobs in this country today are due to inventions made within 
the last 50 years; for example: automobiles, airplanes, radio, television, moving 
pictures, automatic telephones, home appliances, synthetic rubber, plastics, 
electronics, business machines, aspirin, wonder drugs, cellophane, nylon, rayon, 
army tanks, guided missiles, proximity fuse, and atomic energy. A large fraction 
of the income of the Federal Government is based on business which exists only 
as a result of invention. The outcome of any future war will depend largely on 
new inventions. And the patent system is the most important stimulus to the 
making of inventions. When the Government is spending billions of dollars 
each year for defense, is it not absurd to starve the Patent Office? A single inven- 
tion may directly save the Government more in a single year than the entire cost 
of the Patent Office for many years. 
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The situation has reached emetyency status.— While the number of patent appli- 
cations filed has been steadily rising, the number of patent examiners has been 
steadily reduced and is now at its lowest level since 1947. Only a few applications 
for patent filed today will be granted in less than 4 years. 

Industry and the patent bar have become aroused.— A delegation representing 
both of these groups traveled to Washington and called on the Commissioner of 
Patents, the Secretary of Commerce, and the Budget Bureau before the present 
budget was sent to Congress. Yet the appropriation asked for fiscal 1956 is only 
$12 million, only $500,000 more than the appropriation for fiscal 1955, almost 
the same as was spent in fiscal 1954, and less than was spent in either of the 2 
preceding years 

The Commissioner of Paients has clearly explained the emergency.—In his annual 
report for fiscal 1954, the Commissioner of Patents said on page 2 [matter in 
parentheses added}: 

“* * * it is imperative that the size of the examining corps be substantially 
increased. 

4 * * * * * * 


“* * * nearly 100 more than the average number in the examining corps in 
1954, would be required merely to keep abreast of the inflow of new work. The 
present backlog would remain ‘undiminished. If the corps of examiner assistants 
were maintained at an average level of 630, which was the number of examiners 
at the end of 1954 fiscal year, the backlog could be expected to increase by no 
less than 12,000 cases, so that by the end of fiscal year 1955 about 207,000 appli- 
cations would be on hand in the Patent Office. (As of January 31, 1955, there 
were 208,566.) 
Pa * * * * * + 

“A large backlog of pending applications is not conducive to the rendering of 
proper service to the public.” 

He said further, beginning on page 3 [matter in parentheses adde’]: 

“The adverse effects of reduced employment for a given period of time cannot 
be offset, in comparable time, by the subsequent hiring of new examiners. While 
the average workload may be sharply reduced, considerable time is required for 
new men to achieve the production level of the experienced examiners they 
replace. * * * In the meantime, the production of other examiners diminishes 
because they must devote time to training and supervising new men. From the 
end of fiscal year 1946, when the workload on the desk of each examiner reached 
a peak, a period of 6 years elapsed before the maximum waiting time had been 
brought down to 9 months and the average to 8 months (from 18 months), des- 
pite very substantial enlargement of the examining corps in the years 1946 to 
1949. It required 4 vears to reduce the average waiting time by 10 months. 

“Since the end of 1952 when both the examiner workload and waiting time 
were at their lowest in the postwar years, but still short of the more desirable 
prewar conditions (4 months average w aiting time in 1938), the average work- 
load has been increasing. A concomitant ine a in waiting time has also 
occurred and, on the basis of present trends, is apparent that the average 
waiting time will increase to well over 1 year ie ‘oe end of fiscal 1955.”’ 

The figures show the emergency.—The following table shows the need for an 
increased appropriation in order to reduce the backlog of work, get patents 
issued more promptly, and improve efficiency by shortening the waiting time 
between successive Patent Office actions. 

Fiscal year ending June 30 


1952 | 1953 | 1954 


Ee ee ae ek eee 


1. Applications filed during year. 60, 386 70, 341 | 75, 271 
2. Number of applications awaiting action at end of year... 96, 836 | 98, 878 1 116, 392 
3. Applications disposed of (allowed and abandone d). 76, 931 72, 082 63, 672 
4. Average number of examiners. . : 720 BRS 2 654 
5. Number of applications awaiting action per examiner (2 | 

divided by 4) 134.4 144 178 
6. Money spent by the Patent Office | $12,219,338 | $12, 129, 581 $11, 933, 934 


1 140,895 as of Jan. 31, 1955. 
2 610 as of Feb. 19, 1955. 


Note.—Appropriation for fiscal 1955, $11,500,000; appropriation asked by Budget Bureau for fiscal 1956 
$12 million. 
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There 18 no economy in refusing to face the facts and make an adequate appropria- 
tion.—The workload on the Patent Office was imposed by Congress by enacting 
the patent statutes. Inventors and industry spend their time and money on 
inventions and patent applications relying in good faith on those statutes. The 
delay in the issuance of patents is against the public interest. The Patent Office 
should be permitted to do the work Congress has set for it. There is no economy 
in postponing services required by law to be provided. 

The Patent Office appropriation should be at least $15 million for fiscal 1956.—With 
a 25-percent increase in patent applications filed from 1952 to 1954, an inerease 
of at least 25 percent in the appropriation is required to provide even the restricted 
services rendered in 1952, not considering rising costs since then. 

BoarRD OF GOVERNORS, 
THe New York Patent Law Association. 

New York, N. Y., March 23, 1955. 


Additional copies are available if desired. My present statement 
emphasizes and amplifies portions of the printed statement. 

The hard facts concerning the Patent Office are that it is now 4 years 
behind with its work and is getting further behind each month. I 
have brought with me a graphic illustration of operations of the 
Patent Office for March 1955, showing the volume of work coming in, 
how it is handled, and the amount left over at the end of the month. 

We have illustrated this by drawings showing a couple of tanks with 
liquid in them. The liquid on this side represents applications 
-pending in the Patent Office on which the examiners have to act. 
The liquid on this side represents the applications in the Patent Office 
on which they have acted and are now awaiting attorneys’ responses. 
When the attorneys respond to these, they will “be placed in this tank 
and the examiners will then have to act again. In effect, the securing 
of a patent is very much like the negotiation of a contract by corre- 
spondence—you make a proposition to the Patent Office, the Patent 
Office either accepts or rejects it, and it becomes necessary to amend 
your proposition or your application until you reach ar agreement, or 
disagreement. If you reach a disagreement, the application is dis- 
allowed; if you reach an agreement, tt is allowed. 

Now, over to the left here is shown the receipts coming in. Those 
are pending applications, and during the month of March 1955, 
there were 7,200 new applications that came in to be added to the 
applications awaiting action. The number awaiting action was 
139,000. The number awaiting responses was 74,000. These 2, 
approximately 213,000, are the group of applications in the ‘Patent 
Office. At the end of the month or during the month, there were 
some applications allowed and passed into patents; others were 
finally rejected and were abandoned. The number of disposals was 
4,700. We have 7,200 coming in and 4,700 disposals, which makes 
2,500 that have accumulated during that month. Those accumula- 
tions will, of course, continue unless and until the Patent Office gets 
enough examiners to bring that down to size. 

This chart shows two tanks with the operations of the Office 
compared to the flow of a liquid. The liquid indicates the number of 
patent applications on file in the Patent Office. The first tank is at 
the left of the chart, and the second at the right. At the upper left 
corner, you will note the flow into the left tank of 7,200 new receipts 
during the month. These new applications for patents which flowed 
into the tank during the month of March were added to the 139,000 
already awaiting action. The examiners work on these applications 
in the first tank. As these applications are examined and acted upon, 
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they go into the second tank to await responses by the attorneys 
for the applicants. Unless there is a response within the statutory 
period, an application becomes abandoned. 

The examiners allow certain applications, and they become issued 
patents after payment of an additional fee. The disposals by the 
Patent Office, shown at the bottom of the two tanks, have to be either 
allowed applications which issue into patents or applications which 
become abandoned. The inventor does not know whether or not he 
will obtain a patent until his application is allowed or finally rejected. 
You will note that the disposals amount to 4,700 which combines both 
patents issued and applications abandoned. You will also note that 
there were 2,500 more applications received than disposed of during 
the month of March. This means an accumulation of 2,500 applica- 
tions during the month. 

Accumulations will grow and the time lag between the filing and 
granting of patents will continue to increase, unless and until Congress 
appropriates sufficient money to employ enougli examiners to take 
care of the applications filed. From the chart, it will be noted that 
601 assistant examiners were working during the month of March 
and examiners on overtime added the equivalent of 22% examiners, 
making a total of 622 examiners. It would require a 50 percent 
increase of this number—that is, 311 additional examiners—during 
the month of March, to handle the number of applications received 
by the Patent Office. In other words, instead of 601 examiners, there 
should have been 933, merely to keep up with the work without 
reducing the backlog. 

The appropriation figure of $15 million is arrived at by simple 
arithmetic. It cost over $12 million to operate the Patent Office in 
the fiscal year 1952, when it received 60,000 patent applications. 
Twenty-five percent more applications, namely 75,000, were received 
in 1954 and the current receipts are running above those of 1954. 
Hence, the Patent Office requires at least 25 percent more funds to 
operate now that it did in 1952. A 25-percent increase over the 
$12 million used in 1952 makes $15 million. That figure does not take 
into account increased costs or increased salaries or any reduction in 
the present backlog of work. It is merely enough to keep the Patent 
Office from going further behind with its work. 

I might refer here to the third page of the printed statement that 
I have submitted. It will be shown that in the first line the applica- 
tions increased from 60,000 to 75,000, which is 25 percent. In the 
second line, the number of applications awaiting action from 1952 to 
1954 was from 96,000 to 116,000, an increase of 20 percent. At the 
same time, the number of disposals dropped 18 percent. 

The number of applications awaiting action, per examiner, have 
increased 25 percent during the period. 

Gentlemen, our association feels that the Patent Office faces a 
crisis unless Congress is realistic and raises the appropriation to at 
least $15 million. 

I would like to thank you very much for permitting me to appear 
here on.behalf of the New York Patent Law Association and for the 
ne extended. If I can answer any questions, I will be delighted 
to do so. 
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Mr. Preston. Thank you very much, Mr. Holland. We have 
taken a great deal of testimony on the subject and we have questioned 
a good many of the other witnesses about the situation. I think the 
committee is in possession of adequate information to act upon your 
request. We appreciate your coming down to give us the benefit 
of your opinion as an outstanding man in the patent field. 

Mr. Houzuanp. Thank you very much for letting me come down, 
because it is quite important. 

Mr. CLEVENGER. How strongly have you urged the Secretary of 
Commerce? 

Mr. Houuanp. A group of lawyers appeared before the Secretary of 
Commerce and were given about 30 or 40 minutes in his office, and we 
told him what we have told you in the plainest language that we 
possibly could, and Secretary Weeks has a very definite idea in mind 
and that is that the Patent Office should be self-supporting, that the 
income should be equal to the outgo, and he said—and maybe I should 
not put this on the record—but he did say one thing, that it was up to 
us and the Bureau of Standards to petition Congress for it. 

Mr. Preston. You mean the Patent Bureau? 

Mr. Houuanp. He said that the Bureau of Standards was in the 
same boat, That is what we are doing. We are petitioning the 
Congress. 

Mr. Rooney. Did anyone point out that he had the authority to 
request of the President and the Bureau of the Budget any amount he 
thought was necessary to run this office? Did anyone dare tell him he 
was passing the buck, which is the fact? 

Mr. Houianp. You do not tell a man that when you are in con- 
ference with him. 

Mr. Rooney. Who is kidding whom? 

Mr. Preston. I think that it is unfortunate that he has shirked his 
responsibility. I do not agree with his concept on the Patent Office 
being self-sustaining. 

Mr. Houtuanp. No one else does. 

Mr. Preston. That is a new concept that has been introduced in 
Washington in recent years. 

Mr. Rooney. The responsibility for the Patent Office rests solely 
at the door of the President of the United States, Mr. Eisenhower, and 
his Secretary of Commerce, Mr. Weeks, and when we try to put it 
anywhere else we surely are trying to kid one another. This com- 
mittee does not run the executive branch of the Government; this 
committee does not run the Patent Office; this committee sits in 
judgment on allowance of funds requested, and it is highly unusual 
for this committee to give the President of the United States more 
money than he asks for. 

Mr. Houuanp. I sympathize with your position very much. 

Mr. Rooney. You do not need to sympathize with it. I have sat 
on the Appropriations Committee for the Patent Office for almost 
11 years, and I warned them 2 years ago when this new administra- 
tion came in that they were only kidding the people by cutting the 
appropriations for it. 

Mr. Preston. Thank you, Mr. Holland, for your appearance. 
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GRANTS-IN-AID FOR AIRPORTS 


WITNESS 
LOUIS INWOOD, AIRPORT OPERATORS COUNCIL 


Mr. Rooney. We will now hear from Mr. Louis Inwood, Airport 
Operators Council. 

I understand that vou wish to address the committee with regard 
to the pending request for the Federal aid to airport program. 

Mr. Inwoop. Yes. 

I have some brief remarks. 

We filed a letter with the chairman. 

Mr. Rooney. That letter will be inserted in the record at this point. 


(The letter referred to is as follows:) 
AprRIL 19, 1955. 
Hon. Prince H. Preston, 
United States House of Representatives, 
Chairman, Commerce Subcommittee, House Appropriations Committee, 
Washington, D. C. 

My Dear ConGrREsSMAN Preston: It is my understanding that your sub- 
cor mittee will be considering the Commerce Department budget this week, and 
more particularly the administration’s budget request for appropriations under 
the Federal Aid Airport Act. 

We in the Airport Operators Council are mindful of, and grateful for, the 
Preston amendment to the supplemental appropriations bill for 1955 during the 
last session of Congress, when the appropriation was raised to $22 million for 
Federal aid to airports. 

I know that you are well aware of the important role our airports p'ay in the 
defense of our country, and how essential they are to the continued inevitable 
development and expansion of our national air transportation system. Further, I 
am sure that I need not remind you that our local communities in the United 
States have financed and are currently willing to finance their fair share of the 
development of our airports—both to meet the needs of the community and to 
better serve our domestic and international system of air transportation. 

Because of the very direct Federal Government benefits from the development 
of our airports, as recognized oy the Congress when it passed the Federal! Airport 
Act in 1946, our communities and local taxpayers look to the Congress to provide 
a fair and reasonayvle share of the costs of our airports where they serve the 
national interests and especially where they are used and occupied by Federal 
Government agencies. 

The urgent need for expansion of our national airports becomes evident in light 
of the fact that there is currently available well over $150 million of local funds for 
matching by the Federal Government—provided our communities can be assured 
of a reasonably stable Federal policy and sufficient Federal funds to justify the 
program. We are trying to run our airports on a businesslike basis and this 
requires us to plan for 5, 10 and even 20 vears in advance to try to meet the ever- 
increasing demands of a dynamic aviation industry. Congress can do a great 
service to our Nation and to our airport planners if it will adopt a realistic Federal 
participation policy which will permit the long-range planning so essential to an 
efficient and orderly development of aviation, and if it will appropriate sufficient 
amounts of money to achieve the airport development necessary to our expanding 
economy and aviation growth. 

It is our understanding that it will cost the Federal Government about $2 million 
to administer an $11 million program which, on a national scale, accomplishes very 
little. It will cost little more, if any, to administer a $100 million program as 
envisaged by the Congress when it passed the Federal Airport Act. More im- 
portant to our airport management than the specific number of dollars appropriated 
this year, however, is the amount of appropriations which we can anticipate over 
the next 3 to 5 years. 

Please be assured that we in the Airport Operators Council, representing 38 of 
the largest terminal-type airports of the United States, stand ready to assist the 
committee in any way possible in its great task of determining a suitable appro- 
priations recommendation. 

My very best personal regards. 

Sincerely yours, 
Frep M. Guass, President. 
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Mr. Roonry. You may proceed. 

Mr. Inwoop. I know that you must be terribly bored now from 
hearing the representations. 

Mr. Rooney. This has not been a good day. Since 10 o’clock this 
morning we have been listening to people, ali of whom are ostensibly 
in favor of balancing the budget but who are here seeking more money 
than the President and the Secretary of Commerce asked for. It is 
very, very perplexing. 

Mr. Inwoop. Perhaps I can shed a little light. As a neighbor of 
yours, I want to introduce myself to you and the committee. I am 
Louis R. Inwood, director of aviation for the city of Philadelphia. 
I have had the honor of serving the Interstate and Foreign Commerce 
Committee of the House as aeronautical adviser during the formation 
of the Civil Aeronautics Act. I am presently representing the Airport 
Operators Council of which I was one of the founding directors. 

That organization is composed of the 39 largest airports in the 
country; in other words, we handle about 72 percent of the total air- 
transportation volume of the United States within our 39 members. 

You asked a rather definite question that I know is rather perplex- 
ing always. I would like to make two brief statements. 

One of the outstanding things about this is the feeling of most of 
the airports throughout the country. We feel two things about this 
Federal Airport Act. We think that it is a real economy measure. 
I will tell you first why. 

In the first place, after the first line of defense has been built up, 
there is necessary for the welfare of the United States a secondary 
reserve strength. I call your attention to the fact that it is a lot 
cheaper to build that reserve strength under civil leadership than it 
is under military. We governments of local municipalities, counties, 
and so forth, are just as patriotic and have the know-how because 
most of us have served in the military service, and I can recall in 
the early stages of World War II it was civil aviation that met the 
emergency and saved the Aleutian group and took ammunition up 
there and repeated it again in Africa and Burma. 

After your first line of military defense, I think that you will find 
it a decided economy to have a reserve strength, the civil airport 
program of the United States, because if we ever do reach an emergency 
status every airport we have will be used from a military standpoint 
and we will need far more, and there is no civil airport that ever spent 
any more than 40 percent of what the military spends on what would 
constitute the same type of airport. The record is pretty clear on 
that. 

The other thing that I would like to call to your attention is that 
we in the airports of the United States—and I happen to be a member 
of both airport organizations—feel that the Commerce Department 
is rather in the position of having broken faith with us. We freely 
give to the United States Government over $100 million worth of free 
services that are municipally owned and operated every year, and I 
think that this Federal aid that we are seeking is a fair portion of the 
contract, because they require us to enter into a contract to use these 
free services when they require this aid, and if you abolish as a national 
policy the airport aid tomorrow, the bill that you would pay would be a 
whale of alot more than the sum of $100 million that we are asking for, 
so in two ways, both from a construction standpoint and supplementing 
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the reserve power in the United States, and secondly, from an abso- 
lute saving in cost, I think that this is an economy measure, even 
though you appropriate $100 million. 

I think that we as operators of the airports should know once and 
for all if this is going to be a real program, because if it is not then we 
want to be clear of it and we will put the same normal charges onto 
the military and Government planes that daily use our airports in 
quantity that we do on the airlines and other operators, and it will 
only be fair and just as property owners. 

Mr. Rooney. | think that the President should be adequately 
experienced in defense matters. If he thinks he needs but $11 million 
and you say that you want $100 million in excess of that, it is pretty 
perplexing for a fellow from Brooklyn to figure out. Without saying 
so, you are in effect saying that the President does not know what he 
is talking about because this is his budget. 

Mr. Inwoop. I am not criticizing the President. 

Mr. Rooney. No one criticizes the President, but the President 
has the responsibility in your present situation. 

Mr. Inwoop. That is quite correct, and that is why we are appealing 
to you as reasonable Congressmen on something the President did not 
personally know, but something which came down under the guise of 
the Bureau of the Budget, which is unfair in the extreme. 

Mr. Rooney. That is what everybody says, but we are really 
interested in balancing the budget. We are going to do our best in 
this Congress to help President Eisenhower to balance the budget and 
give some tax relief to the people, too. 

Mr. Inwoop. I just want to make this statement: If the Congress 
of the United States feels so sincerely about balancing this budget 
that you do not feel that you can appropriate an adequate sum for 
the airports, then in fairness to us you should say so and abolish this 
once and for all because if you tell us that then you will get the bill 
from your military and other Government agencies and we will be 
perfectly justified in making the charges. It is your choice. 

Mr. Rooney. Do you understand, Mr. Inwood, that if the legisla- 
tive branch of the Government were to appropriate the $100 million 
unbudgeted that you ask for, it could not force the executive branch 
to spend the money. The executive branch could independently 
and idly sit by and let the money return to the Treasury. So your 
complaint is not with the Congress; it is with the executive branch of 
the Government. 

Mr. Inwoop. We have talked to the Commerce Department. I 
happen to know the Secretary and the Under Secretary and several 
others, and I have talked with them. They have told me there were 
certain budget limitations and that we should make our appeal here. 
We are making an appeal of policy to the elected representatives of 
the people. 

Mr. Preston. I want to reiterate, and I want the record to show 
here and now, that the CAA requested $41 million from the Secretary 
of Commerce and he in return requested $31 million of the Bureau of 
the Budget, but at that point the cute maneuvering began. 

Mr. Inwoop. Yes. 

Mr. Preston. And I suspect that somebody in the Department of 
Commerce went down and agreed with the Bureau of the Budget to 
cut the figure to $11 million. That is not the way to play the game. 
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Mr. Inwoop. That was intimated to us, gentlemen. 

Mr. Rooney. That is not the way I am going to play the game. 

Mr. Inwoop. I hope that you people will consider this. I do not 
want to take any more of your time. I did want to call your attention, 
in equity, to the fact that you should either tell us no, or give us a 
reasonable length of time. 

There is one other thing, and some others have probably said this, 
but you who live in the various communities know that neither 
Brooklyn or Philadelphia, or Atlanta can, under any circumstances, 
raise funds for airports just overnight. They need about a year to 
perfect that and go through with that, so if we are going to have funds 
available it takes 3 years to build a runway. You have to grade and 
drain and do a great many other things. 

Mr. Preston. We have had testimony on that. We thank you 
very much. 

PaTENT OFFICE 


WITNESS 
I. WALTON BADER, PATENT ATTORNEY, NEW YORK CITY 


Mr. Preston. We will now hear from Mr. I. Walton Bader, 
attorney, New York City. 
’ Mr. Bader, you may proceed with your statement. It seems to 
be a fairly short one. 

(The statement referred to follows:) 


STATEMENT OF I. WALTON BADER 


I am a registered patent attorney practicing in New York City, engaged in the 
preparation and prosecution of patent applications, trade mark registrations, 
patent interferences, public use proceedings, trade mark oppositions, and trade 
mark cancellations before the United States Patent Office. I am also engaged in 
related matters involving the sale and license of patents and trade marks, as well 
as court litigation in patent, trade mark, copyright, and unfair competition causes. 

I am a member of the committee on patents, trade marks, and designs of the 
Brooklyn Bar Association; as well as the committee on State trade marks of the 
American Bar Association. 

It is well known among patent and trade mark practitioners, as well as to those 
persons having interests in patent and trade mark matters, that owing to lack of 
proper funds for the work of the patent office, applications and other matters have 
been unacted upon for considerable periods of time. The average period from 
application to grant in patent cases is 344 years and in trade mark cases 1} years. 
Interferences, oppositions, cancellations, and public use proceedings average 2 
years in duration. 

The delay in patent office actions is not excessively troublesome to big business 
organizations, since such units use patents defensively. However, the individual 
inventor and the small-business man who rely upon patents to compete effectively 
with the larger units have been seriously hurt by the delay. 

Under the present tax laws, in accordance with the desire of Congress to reward 
inventors and thus stimulate inventive progress, long-term capital gain treatment 
is given to income from patents. However the inventor requires an issued patent 
before such treatment is given to the income thereof. Furthermore it is difficult 
for an inventor to sell an invention unless and until a patent is issued thereon. 

The small-business man, relies, in great measure, to the protection given his 
new product by a patent so that he may effectively compete with his large com- 
petitor. During the pendency of a patent application before the patent office 
infringement thereof cannot be prevented nor can any damages be recovered for 
acts of infringement committed during the pendency of the application. 

The Patent Office has also been seriously handicapped in the recruitment of an 
adequate staff and in the retention of experienced members of its examining corps. 

Because of budgetary limitations the compensation allowed to the staff members 
is rather meager. The Patent Office examiners are scientific experts with a 
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thorough knowledge of technology. Such persons are in great demand today in 
private industry which pays them compensation of a much larger amount than 
they earn in the Patent Office. Turnover of staff is thus a considerable problem 
and further delays the work of the Office. 

Examination of pending applications has also been seriously handicapped by 
the delay in the reclassification of patents in accordance with modern scientific 
developments. 

The Patent Office has requested $15 million for the next fiscal year. This 
request is very moderate and, in my opinion, inadequate. The sum requested 
will just about permit the Patent Office to keep pace with its present schedule 
without appreciably lessening the backlog of work. I believe that $25 million 
ought to be appropriated to the Patent Office for the next fiscal year. 

This sum would permit adequate compensation to be paid to the present staff 
members of the Office as well as a 25 percent expansion in its staff. With such 
augmented staff the Patent Office could act upon original patent applications 
within 60 days after receipt. Action on amended cases could be had within 60 
days after the receipt of the amendment. Under this procedure prosecution of 
patent applications could be completed in about 6 months to 1 year. 

Such accelerated prosecution of patent applications will have a salutary effect 
upon the national economy and will permit an inventor to reap the benefits of his 
invention as promptly as possible. The small-business man having a new device 
to place upon the market will be able to do so knowing that his rights thereto have 
been ascertained and have been fully protected. Special requests to the Com- 
missioner of Patents for special consideration and expedition of pending applica- 
tions will be practically eliminated. 

Contested proceedings in the United States Patent Office will be determined 
promptly and the rights of the parties adjudicated. The practice by some 
unscrupulous parties of initiating such controversies in order to delay issuance 
of a patent will be practically eliminated. 

With our country engaged in a “cold war’ with the Communist conspiracy, 
and with our opponents in possession of @ practically limitless reservoir of expend- 
able serfs, our only hope of survival lies in our technological resources. Our 
past technical development has been brought about, in great measure, by the 
patent system. Because of the lack of $10 million, an infinitesimal sum when 
compared to our present expenditures for defense, our patent system is starting 
to break down. I believe that the members of this committee will wholeheartedly 
agree with me that the appropriation as requested herein should be approved. 


Mr. Rooney. You advocate an appropriation of how much? 

Mr. Bapsr. The Brooklyn Bar Association, as you know, is an 
organization basically of lawyers who represent small-business organi- 
zations. There are very few really large corporations counsel who 
are members of the Brooklyn Bar Association. Most of their offices 
are in Manhattan. 

Actually the shortage of funds for the Patent Office—and I feel the 
Patent Office is not really asking for enough money when they have 
asked for $15 million—— 

Mr. Rooney. They have not asked for $15 million. 

Mr. Preston. The budget request is for $12 million. 

Mr. Baper. That is even less. I feel that the Patent Office is 
derelict in its duty toward the smaller investor and businessman 
because those are the people who require patents to be issued promptly. 

Now, I get calls many times from members of the Brooklyn Bar 
Association who refer patent matters to me as an expert. I tell them 
there is an 18-months or 2-year delay before they will get action by 
the Office. They complain, they scream, they threaten to write 
their Congressmen, write the governor, the President and everybody, 
but they do not do it, of course. 

That delay in the prosecution of applications is what is strangling 
small business in this country because during the pendency of an 
application there cannot be any action brought for an infringement. 
It is becoming very common among notorious patent pirates to de- 
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liberately wait during the pendency of an application and to infringe 
the application during pendency, removing the cream of the business 
and after the application has been allowed for a patent, cease and 
desist. 

Mr. Rooney. Can you get an injunction in that situation? 

Mr. Baper. They cannot get an injunction while the patent is 
pending in the Office, and if the patent pends for 4 years in the Office 
and has not been issued because of Office delay, they cannot do any- 
thing for 4 years. 

When the patent is issued, they have absolutely no redress for any- 
thing that was done during that 4-year period. 

Mr. Roongy. That is the best point made today. 

Mr. Preston. That is the most significant point that has been 
made today. 

Mr. Rooney. By all of these distinguished patent lawyers. 

Mr. Baprr. The reason that I say that to you, the reason why my 
point has been more significant than the others, is that I, as a member 
of my association, represent small-business organizations to whom 
delay is a very serious problem. It is a very minor problem to organ- 
izations such as General Motors and corporations of that type. 
Therefore, I say under the circumstances, as set forth in my statement, 
I feel that the Patent Office has not taken the bull by the horns. 
There is no reason at all why a Patent Office action should not be had 
within 30 days, or 60 days, from the filing of the application. Given 
enough appropriations for the Office, given an adequate staff, I feel 
the Office can to a large degree remove the backlog and thereby give 
the small inventor and the small-business man a place in the com- 
petitive society of American that the patent system was designed for. 

I would like to say one other thing before I close: There has been 
a lot of talk that patents are a big-business device. They are not. 
It is the small-business man and the small banker who need protection 
of a patent to compete. The big-business man does not need it. 
He has his organization, his sales force, he has his financial strength. 
But for a small-business man to compete against such organizations as 
General Motors, Du Pont, and others, he must have a novel and new 
device, and he must be insulated from their competition. 

I say, gentlemen, that the Patent Office should be given the $25 
million that the Brooklyn Bar Association suggests. 

Mr. Preston. We thank you very much for your statement. 


PATENT OFFICE 


WITNESS 


ROBERT B. WILLEMIN, CHIEF PATENT ATTORNEY FOR THE 
WHIRLPOOL CORP., ST. JOSEPH, MICH. 


Mr. Preston. We will now hear from Mr. Robert B. Willemin. 
Do you have a prepared statement? 

Mr. Willemin. Yes sir. 

Mr. Preston. It will be inserted in the record at this point. 

(The statement referred to follows:) 


STATEMENT IN Favor or INCREASING THE PATENT OFFICE APPROPRIATION FOR 
1956, BY Mr. Ropert B. WiLtemin, Cuter PATENT ATTORNEY FOR WHIRLPOOL 
Corp., St. Joseru, Micu. 


I am chief patent attorney for Whirlpool Corp., of St. Joseph, Mich. The 
corporation offices of Whirlpool are located at St. Joseph, and we have plants at 
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Clyde and Marion, Ohio, and LaPorte, Ind. We manufacture home-laundry 
equipment, consisting of automatic and wringer washers, dryers, and ironers, for 
sale by us under our own trade-mark Whirlpool and for sale by Sears, Roebuck & 
Co. under its trade-mark Kenmore. Whirlpool Corp. employs a total of about 
7,000 people at the present time, 280 of which are employed in engineering de- 
partments, about 100 of these being actively engaged in research and development 
activities. 

It is the objective and desire of Whirlpool Corp., just as it is that of the other 
companies that comprise American industry, to furnish to the American public 
a better product at the lowest possible price. However, improved products, 
with very rare exceptions, are not developed without the expendivure of time 
and money. As the complexity of technology has increased, the expenditures 
of time and money required to make advances in many of the highly developed 
arus have increased. The inventor who works alone, financing his own efforts, 
and the corporation financing research activity by its employees, has felt the 
effect of this need for better equipment, better facilities, and higher degrees ot 
skill to make new developments. 

The authors of our Constitution recognized the importance of a patent system 
in providing incentive for creative thought and action directed toward production 
of new and useful things. Accordingly, we have in the Constitution the authority 
for the patent grant. I am of the firm opinion that the availability of the patent 
grant and our patent system has been a major and vital factor in advancing the 
standard of living of the American people to the highest level of any country in 
the world today. The advances that have had their basis in our patent system 
and the incentives it offers for invention will continue to improve our way of 
living and benefit our economy only if the “‘nerve center’’ of our patent system, 
the Patent Office, can properly perform the functions and responsibilities with 
which it is charged. As matters now stand, the backlog of applications awaiting 
action in the Patent Office is steadily increasing, as is the load of new applications 
filed. However, the responsibility for the attendant delay in examination of 
patent applications and issuance of patents can, in my opinion, in no way be 
charged to the staff of the United States Patent Office. Rather, it is remarkable 
that the Patent Office is able to do the job it does with the inadequate funds at 
its disposal. 

The reason for the growth in the size and complexity of the Patent Office's 
task in examining the patent applications it receives, and granting proper patents, 
is readily understandable. This is a time of growth in many industries, including 
Whirlpool Corp., the one with which I am associated. Under our American 
system such economic growth is a result of offering new and better products 
that result in increased sales, necessitating increased production facilities and 
more jobs to supply demand. Such a pattern of growth, repeated here in the 
United States time and again in past years, has kept our economy moving to 
ever higher levels. Many of these new and better products have resulted from 
a steadily increasing program of research on the part of American industry. 
The Government, too, has increased its research activity. The increased activity 
in research and the general increase in the economic activity of the entire Nation 
have resulted in an increase in the number of inventions made and the number 
of patent applications filed each year, until in 1954 the 75,077 patent applications 
filed in the Patent Office represented a 20-percent increase over the previous 
20-year average. There is no reason to believe, with such new areas of tech- 
nology as nuclear energy and electronics opening up, that this picture of increas- 
ing patent activity will change in the foreseeable future. In fact I believe it is 
vitally important and essential to the well-being of the American public that 
full support be given to any measures that will assist in maintaining this high 
level of patent activity, reflecting as it does a high level of research and creativity. 
That high level of research and creativity is essential in time of peace to main- 
tenance of a high level of prosperity to keep America strong. The creative 
techniques and abilities developed and maintained by the same high level of 
research and creativity are essential in conceiving of and developing the tools 
of defense we must have in an age of atomic and pushbutton weapons. 

The incentive offered by the patent system can and should be a powerful force 
in insuring a continuing high level of research and creativity. However, condi- 
tions now existing in the Patent Office can, unless remedied, have the cumulative 
effect not only of discouraging and retarding research, but also other effects that 
will have a direct influence upon our economy. I refer to such problems as the 
increasing backlog of applications in the Patent Office, the need for reclassification 
and cross-indexing of patents, and the need for thorough examination of each 
application, all of which can be met by our Patent Office if only it is provided with 
the funds it so urgently needs. 
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The inadequacy of funds pravided the Patent Office has reduced the capabilities 
of the Office by making it necessary to reduce the number of examiners. Thus 
the Office has been confronted with an increase in the number of new applications 
and a smaller staff with which to handle the work * * * and the backlog builds 
up. In an effort to reduce the backlog it has been necessary for the Office to 
divert manpower that would normally be engaged in improving Patent Office 
procedures and techniques to the task of examining applications. As a result it 
is virtually impossible for the Office to make such improvements. 

Other evils result from the reduced Patent Office staff. The prime function 
of the Patent Office is the examination of each patent application filed. This 
function, the aim of which is to grant to an inventor that patent protection to 
which he may be entitled, must be carried out with a high degree of thoroughness 
and care, or our patent system cannot function as it was and is intended it should. 
It is a matter of common knowledge in the Patent Office and in the patent law 
profession that the standards of the Office in performing this basic examining 
function, and necessarily the quality of the validity of the patents granted, has 
been steadily declining in the past 7 to 8 years. That such a condition has 
developed is not the fault of the Office, but rather the result of conditions over 
which the Office has no control—lack of funds. The decline in examining stand- 
ards has resulted in issuance of more patents, good and bad, at an increasing rate, 
which further complicates the Office’s function by increasing the number of 
prior-art patents which must be searched in examining pending applications. 
The same decline in examining standards has had other detrimental effects, that 
I will mention later. 

The effects upon the Patent Office of insufficient funds are felt by the American 
people in various ways, a few of which I wish to call to your attention. 

The version of a new product or improvement that reaches the market. to 
‘increase sales and make more jobs is, with rare exceptions, the result of an expendi- 
ture of considerable time, effort, and money. Whether the development work 
necessary to build models and test out the invention is done by an individual, 
who hopes to make and market the article himself or sell it to another to make 
and market, or whether the work is done in the research and development labora- 
tories of a corporation, it is expensive. If an early decision as to patentability 
can be obtained, the possibility of future income from royalties and the knowledge 
that patent protection will be forthcoming, offers incentive to undertake the 
expense of development. However, if conditions are such that a long delay will 
occur between the filing of a patent application and issuance of a patent, there 
may be hesitancy in proceeding. This is particularly true in the case of inde- 
pendent inventors and small businesses that cannot afford a long delay in reaching 
a point where a return will be realized on an invention. Determination of the 
question as to whether a development will be afforded patent protection may be 
the deciding factor in the decision to proceed with development refinements. 
invest in tooling, and prepare for production. The question of patentability is 
determined, in the first instance, by the Patent Office. As is readily apparent, 
delay in examination of patent applications and the determination by the Patent 
Office of this question results in delay in receipt of information that frequently 
plays an important part in a decision to proceed with a development and to 
expand to produce a new or improved product. 

Delay in examination of patent applications has another influence upon the 
economy of our country that I wish to mention. 

A corporation may, after having diligently search the files of the Patent Office 
for infringing patents, go into production on a new development that, it is felt, 
based upon the search made and opinion of counsel, is clear of infringement of 
any issued patents. After production commences a patent may be issued, on a 
lond-pending application, containing claims that are infringed by the article pre- 
viously considered to be free of infringement problems. Prompt action on and 
disposition of pending cases will reduce this type of business risk and stimulate 
industrial activity. 

Long delays in the Patent Office and the indecision associated with such delays 
not only discourage the filing of patent applications, but may very well cause the 
owner of an invention to hold it in secrecy until improved conditions prevail, if 
ever, thus depriving the public of the disclosure otherwise receivable under the 
patent system. Not only does such a condition result in depriving the public of 
information regarding the invention, but it also deprives the owner of the in- 
vention of the protection that our Constitution intended he should have. 

The lowered standards of examining performance resulting from the attempt 
of the Patent Office to deal with its huge workload, within the inadequate budget 





it has been afforded, has resulted in an increased number of patents of question- 
able validity being issued. Such patents are a potential source of unnecessary 
and expensive litigation which many times cannot be avoided. The nuisance 
value alone of such a patent is fairly high in view of the presumption of validity 
of the patent in the courts. The necessity for contesting such a patent not only 
places a burden upon the alleged infringer; it also places an additional burden 
upon our already heavily burdened courts. 

In conclusion, I would like to state my recommended solution for the problems 
now confronting the Patent Office. I recommend that the Patent Office budget 
be increased liberally, to at least $15 million for the coming fiscal year, to enable 
the present able and conscientious management of the Patent Office to solve the 
problems with which it is confronted and give the American public the type of 
patent system which I believe the Constitution intended we should have. ith 
an increase in its budget, I believe the Office can take effective steps to cope 
with its present problems by: (1) Increasing the number of examining personnel; 
(2) maintaining a consistent and reasonable standard of patentable invention in 
the course of examination; (3) increasing efforts to reclassify the fields of patented 
arts and sciences to make examination of applications easier as the fields grow 
and become more complicated each year; (4) continuing the investigation into 
application of modern business-machine technology to the searching and other 
problems of the Office; and (5) eliminating working conditions in the Patent 
Office which are inimical to the professional and semijudicial work required by 
the personnel of the Office, such as the quota system. Increases in the pay scale 
of personnel in the Patent Office will also undoubtedly be necessary to attract 
to the Office and keep in the Office personnel qualified and required to handle 
satisfactorily the important job the American people ask the Patent Office to do, 

I am sure that if the Patent Office is provided with the funds it needs it can 
and will take immediate steps to correct the conditions that have given rise to 
the problems I have discussed. I firmly believe, for reasons I have given, that 
it is essential the Patent Office be provided with a liberally increased budget in 
order that it may take these corrective steps. Every member of the American 
public has a positive and immediate interest in the proper functioning of our 
patent system to which the proper functioning of the Patent Office is an absolute 
prerequisite. We have appropriated billions of dollars to improve and restore 


the economies of foreign countries. We cannot afford, for failure to increase 
the Patent Office appropriation by a few millions, to jeopardize the economy and 
future of America. 


Mr. Preston. You may proceed, Mr. Willemin. 

Mr. Wituemin. I feel throughout industry a pattern followed in 
Whirlpool Corp. is being paralleled, and that is in research. We have 
increased our research activities. As time goes on, we are going to 
be making additional increases in research. Every time you pick up 
a paper you see the General Motors and other companies are increasing 
their research activities. I think that the position of the Patent 
Office now is by and large due to that increase in research. Research 
costs a great deal of money, as you well know. I feel the incentive 
that the patent system offers is important to the continuing growth of 
research in American industry and by American individuals. I think 
that we need research to keep America strong, both to keep our peace- 
time economy strong and to keep us strong in this age of atomic 
warfare and pushbutton warfare. That being the case, I think that 
the Patent Office appropriation should be increased to $15 million. 
It would do a great deal to keep the patent system strong by keeping 
the Patent Office strong. 

Mr. Preston. We have heard a lot of strong testimony in support 
of the increased appropriation. We realize that the situation is 
rather deplorable in the Patent Office. 

Mr. WiiieMin. It is, sir. The time that it takes to get the cases 
out of the office is increasing. The backlog is growing. 

We are bidding, as is all industry, for engineers. The individuals 
at the Patent Office generally have to have an engineering or a tech- 
nical background. It costs more to get that type of individual. It 
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costs more to keep them on the payroll. We have to pay more and 
the Patent Office has to pay more. 

Mr. Preston. Business will employ them after they have been 
there long enough to become proficient. : 

Mr. Wittemin. And that is just when they are beginning to turn 
out their work. You say that you have strong testimony. I can 
understand why that type of feeling has developed. We have spent 
billions for foreign appropriations. I have no argument as to how 
that money has been spent, but I think when it comes to a few millions 
for something that is important to our American way of life, as 
important as the patent system, I think we ought to have it. 

Mr. Preston. Thank you very much. 

Mr. WittEmin. I appreciate the opportunity to appear, gentlemen. 

Mr. Preston. We thank you for a very good statement. 


PATENT OFFICE 


WITNESS 
FLOYD H. CREWS, ATTORNEY, NEW YORK CITY 


Mr. Preston. We will now hear from Mr. Crews. 
_ Mr. Crews, you may insert your prepared statement in the record 
at this point. 

The statement is as follows: 


STATEMENT OF FLoyp H. CREWs IN FAVOR OF AN APPROPRIATION FOR THE PATENT 
OrFIcE oF at Least $15 MILLION For Fiscat 1956 


My name is Floyd H. Crews. I am a patent lawyer, and a member of the 
firm of Darby & Darby, with offices in the Chrysler Building in New York City. 

I am appearing here only for myself. However, I might say that I am the 
first vice president of the New York Patent Law Association, and I endorse the 
statement filed by the board of governors of that association. 

I favor an appropriation for the Patent Office of at least $15 million. 

I assume that there can be no doubt from the facts and figures which have 
been presented to this committee that the Patent Office is so badly in need of 
more patent examiners (and the money to pay them) that the situation has 
reached emergency status. What I have to say is therefore based on that 
assumption. 

It is my understanding that one obstacle to a sufficient appropriation is the 
difficulty of recruiting qualified examiners. 

It is my opinion that a sufficient number of qualified examiners may be secured 
to use an appropriation for the Patent Office of $15 million. I believe the number 
required would be approximately 450. 

The patent lawyers of the country are upset and aroused by the current situa- 
tion in the Patent Office, and are prepared to use extensive efforts to recruit 
qualified examiners. As there are some five or six thousand patent lawyers in 
the country there is every reason to believe that their efforts will be successful. 

I have talked with officers of the American Patent Law Association; the patent, 
trade-mark, and copyright section of the American Bar Association; officers of a 
number of local patent-law associations, and representatives of the National 
Association of Manufacturers. All are enthusiastically behind this program and 
can be counted on to make a real effort to recruit examiners for the Patent Office. 

As an example of what may be expected in the way of effort, arrangements 
have already been made by the Philadelphia Patent Law Association to have the 
story of the opportunities available in the Patent Office presented on a television 
program The Big Idea. They are inviting all the college seniors in the Philadelphia 
area to attend the program. 

It is planned to have a film of this presentation so that it may be broadcast 
from other television stations as a punlic service. One program has already shown 
an interest in using this film on a nationwide hookup. he 

By such means, the patent lawyers hope to get the opportunities in the Patent 
Office before millions of yourg men, where heretofore the number has probably 
been limited to thousands. 
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I have noticed that the professional football teams include stars who came from 
small colleges and who were unheard of during their college careers. It is my 
belief that there is a reservoir of talent available throughout the country in small 
colleges, which has been untapped by the various companies who have been looking 
for engineering graduates. I believe that the future intellectual stars of the patent 
system may be discovered, and that with adequate publicity and effort the Patent 

ffice staff can be filled with little delay. 

If the Patent Office staff cannot be filled by the combined efforts of the patent 
lawyers of the courtry, then the only possible solution is to increase the salary 
schedule. This would involve great extra cost to the Government as it would 
probably have to be part of a general revision of salary rates. If the jobs are 
made available in the Patent Office by an adequate appropriation, and the patent 
lawyers are thereby permitted to go through with their plans, this may well serve 
as a pilot project for recruitment for other Government agencies which could save 
the Government many hundreds of millions of dollars. It is well worth trying 
on this basis alone. 

I would like to emphasize the importance of what may be accomplished by the 
patent lawyers in recruiting staff for the Patent Office. Here is a Jarge group of 
men living all over the United States who are ready and eager to devote a large 
amount of time and energy in the effort to induce bright young men to make a 
career of Government service. They are men of standing in their communities. 
Their efforts will focus attention on Government service in general as a worthy 
and satisfactory career. 

It would be tragic if Congress should fail to grasp this opportunity to put 5,000 
salesmen on the road extolling the merits of a career of Government service. If 
patent lawyers succeed it will be a great thing for the Patent Office ana for the 
Government. If they fail it will cost nothing, as the money would remain unspent. 
All Congress need do is make the money available. 

I therefore urge that the Patent Office appropriation be at least $15 million. 


Mr. Preston. Now, Mr. Crews, you may proceed. 

Mr. Crews. The Patent Office does need the money and the 
examiners. The patent lawyers of the country have undertaken to 
get the examiners for the Office if the Office can get the money. 

I want to tell you some of the things we have been doing and are 
planning to do to get these men. 

In Philadelphia they have a television program, The Big Idea, 
which deals with inventions. The Philadelphia Patent Law Asso- 
ciation has made arrangements to have the Commissioner of Patents 
appear on that program, and some other people, and tell of the merits 
of a career in the Patent Office. 

The Philadelphia association is planning to invite every college 
senior in the Philadelphia area to that program. We are going to 
make a film of that presentation and try to show it on other television 
sessions. We already think that we are going to be able to show that 
on a nationwide hookup. We hope to show it on local programs. 

The National Association of Manufacturers is getting out a pam- 
phlet which is going to be distributed by the many, many thousands 
with the idea that every patent lawyer will stick those in an envelope 
and ask his clients to bring that to the attention of any young man 
who might be interested in a Patent Office career. 

We advocate $15 million for the Patent Office. If they are going to 
spend $15 million that will take about 450 new examiners. I do not 
have the slightest doubt in my mind that we can get those examiners 
for them because the patent boy is really interested in this and is 
really aroused about it. 

Mr. Preston. Do you think that you can get them within a period 
of 1 fiscal year? 

Mr. Crews. Yes. Mr. Holland, who testified a while ago, and I 
came down to Washington to see the Commissioner and the top staff 
of the Patent Office just about a month ago. We pledged him at that 
time that the patent lawyers of the country would get the men if he 
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could get the money to pay them. The next day every patent law 
association in the country sent him a telegram pledging they would 
do so. At that time the officials in the Patent Office told us, “We just 
cannot get these men. We have the money to pay for 75 new men and 
we cannot get them.” We told them then, if you will just turn us 
ype give us the dope, we will get you 75 men during the month of 
April. 

Pat the present moment they have on file in the Patent Office 100 
applications for jobs for patent examiners from men who are qualified 
for those jobs, and they are ready to be hired. That was not done by 
any means entirely by the patent lawyers. That was done, largely, 
I think, by the efforts of the patent staff of the Patent Office itself. 
How much interest and enthusiasm patent lawyers contributed to 
that I do not know, but in 1 month they have gotten 100 men whereas a 
month ago, when we were talking to them, they were saying that they 
could not get 1 man. There are plenty more that can be gotten with 
the right kind of effort. I am absolutely convinced of that. 

There is one thing more that I think Y sapha to say. If the Patent 
Office is going to be brought up to date in its work, they have to have 
the men, and there are only two ways to get them: eitherthe patent 
lawyers can get them at the present salary schedules, or the salary 
schedules have to be advanced. I think this is a perfectly wonderful 
thing to have—5,000 patent lawyers beating the bushes around the 
country, extolling the virtues of a career in the Government service. 
It might be a good thing for other agencies then the Patent Office itself, 
because some people, of course, may get interested in other Govern- 
ment services and go into other branches. 

If the men can be gotten at the present salary schedules, fine; if 
they cannot, then all salary schedules will have to be raised in order to 
get the men, which would probably mean hundreds of millions of 
dollars to the Federal Government. 

I say, give us a chance and let us show you what we can do. If we 
cannot do it, it will not cost the Government a cent because the money 
will simply remain unspent. If we can do it, the Patent Office will 
begin to come up to date and you will have all this selling going on for 
the Government generally as well as for the Patent Office. 

Mr. Preston. Thank you. We appreciate your coming down to 
Washington to testify before our committee. 

Mr. Crews. I appreciate the opportunity very much, sir. We are 
very much interested in this problem. 

Mr. Preston. We will certainly give it our very serious consider- 
ation when the time comes. 

Mr. Crews. Thank you very much. Thank you for hearing me. 

Mr. Preston. It was a pleasure. 

The committee will stand adjourned. 
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Mercuant Marine Acapemy, Kines Pornt, N. Y. 
WITNESS 


HON. STEVEN B. DEROUNIAN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF NEW YORE 


Mr. Preston. We will hear from Representative Derounian, of 
New York, at this time. 

Mr. Derounian. Mr. Chairman and members of this committee, 
I thank you for the opportunity of appearing before you today on 
the subject of appropriations for the United States Merchant Marine 
Acaglemy at Kings Point, N. Y., for the fiscal year 1956. 

It is mandatory that we have a strong merchant marine if we are 
to continue to assume the position of leadership in a peaceful world 
and to further commerce and trade, and adequately trained and 
competent officers are essential to a strong merchant marine. 

We all know of the indispensable need of these Kings Point graduates 
in time of war and it is imperative that we continue to provide such 
qualified officers as an adequate reserve for any future emergency, in 
the defense of our country. 

The Merchant Marine Academy at Kings Point came into being 
out of the recognition of the need for the establishment of a permanent 
national merchant marine institution where young men could be 
trained in the basic fundamentals of seamanship and where they could 
be given the kind of training needed to qualify them as officers in the 
merchant marine during peacetime and to represent the United States 
in our Armed Forces in time of war. The Academy has made an 
outstanding contribution in this regard and our need of it and of the 
officers it trains continues. 

The appropriation requested by the Maritime Administration for 
the continuance of this Academy constitutes one of our soundest 
investments in the future of our country, in both peace and war, 
and it is small indeed for the returns it offers to us. T ningaeaty hope 
that the budget asked for will be granted. 


MercHANT MARINE Acapemy, Kinos Point, N. Y. 


WITNESS 


HON. FRANK J. BECKER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YORE 


Mr. Preston. We will hear now from the gentleman from New 
York, Mr. Becker. 

Mr. Becker. I merely desire to add my word for the necessary 
appropriations to further the United States Merchant Marine 
Academy at Kings Point, for the training of young Americans for 
our merchant marine. 

Personally, I have worked along with this Academy from its 
inception, and have been able to observe the wonderful results 
obtained. As a member of the Board of Visitors in 1953, I had 
further experience and closer observation of the results. 1, therefore, 
feel that this committee can appropriate the necessary funds without 
fear of any waste in spending the taxpayers’ money. An adequate 
merchant marine, operated by well-trained men in the American 
tradition, is for the best interest of our country, and therefore, I urge 
upon this committee to appropriate the necessary funds for the con- 
tinuance of this Academy. 
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PATENT OFFICE 


Mr. Preston. Mr. B. G. Price, vice president in charge of engineer- 
ing and research of the Tuboscope Co., of Houston, Tex., made 
arrangements to appear before the committee relative to the Patent 
Office budget. Unfortunately, Mr. Price was unable to make a per- 
sonal appearance; instead, he has submitted the statement that he 
would have presented. Without objection, the statement will be 
inserted in the record at this point. 

Mr. Tuomas. I am sorry Mr. Price was unable to make an appear- 
ance before the committee. I have read his very interesting and 
informative statement on the Patent Office and am pleased that it 
will appear in the record of the hearings. 

(The statement referred to is as follows:) 


STATEMENT By B. G. Price ON PATENT OrriceE APPROPRIATIONS 
CONCERNING THE SOURCE OF THIS STATEMENT 


I am the vice president in charge of engineering and research of Tuboscope Co. 
of Houston, Tex. Tuboscope Co. is a relatively new business, organized about 
8 years ago; we have grown rapidly. We now have about 160 employees working 
in oilfields all over the United States, Canada, and other countries. 

Our work is supplying services to the oil drilling and produetion industry. Our 
services are all engineering services of one type or another, and they necessitate 
the use of new tools and equipment and the coutinued development of new 
techniques. 

From our inception, we have operated under one or more patents. We own 
some patents; we are exclusive licensee or nonexclusive licensee under quite a 
number of other patents. We have several patent applications pending on our 
own recent developments. 

Patents and the patent system have dominated our very existence from the 
beginning and will no doubt continue to do so, for ours is a business of continuous 
improvement. 

THE PROBLEM WE FACE 


The Patent Office is miserably behind in its work, and I am told it is getting 
further behind every month. This backlog of work in the Patent Office costs 
Tuboscope money—out-of-pocket dollars and cents, but mostly dollars by the 
thousands. It works several ways; a few examples from our own actual experience 
illustrate the point: 

In 1951 we asked our patent lawyer whether two new pieces of equipment we 
were constructing would infringe any patents. The equipment related to installa- 
tion and removal of drill-pipe protectors. We contemplated building a large 
number of these units for use in a new phase of business. 

Our patent lawyer spent a substantial sum of money on the search, and advised 
that the equipment infringed no issued patents. Pending applications for patents 
cannot be searched. We spent roughly $20,000 on the new equipment. 

A few months ago, in November 1954, three patents issued on applications which 
were filed in 1948 and 1949 were released. Some of our equipment infringes these 
patents. Now we face the problem of. redesigning our equipment to avoid in- 
fringement and the building of newly designed equipment. This redesigning and 
reoutfitting a whole segment of our operations costs dollars. 

It would have cost us nothing to speak of if we had known about these patents 
when we first designed the equipment. It would have cost us only a relatively 
small sum if we had known about the patents within a year after we began work 
in this particular field—we would have had only a few dollars worth of equipment 
to scrap, instead of a lot. But it was more than 4 years after we started work in 
this field that we learned of the patents—patents which should have been issued 
a good 4 years sooner than they did. 

In this one instance the backlog in the Patent Office cost Tuboscope Co. some- 
where between $5,000 and $10,000; we don’t know exactly how much as yet. 

Consider another example: 
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In 1948 we started using a new caliper tool in oil wells. The tool was patented 
and we paid a royalty to the patent owner to use it. In August of 1950 another 
patent issued to another concern on an application filed in 1945. We did not know 
about this new patent, we could not know of it so long as it remained pending in 
the Patent Office. Between 1948, when we started that business, and 1950, when 
the patent was issued, we spent over a hundred thousand dollars developing that 
business. A good part of that was borrowed capital. 

Then we got slapped with a patent infringement suit, a suit we had no way of 
avoiding. Itisstillin the courts. We have asked for a license under that patent, 
but the owners, for reasons of no importance to this discussion, refused such 
license. We and other parties in the same boat have spent about $100,000 
defending that patent infringement suit. That is $100,000 which would not have 
been spent if the Patent Office had issued the application into a patent in 1 or 2 
years, instead of 5. 

So far, in this single instance, the Patent Office backlog has cost us $100,000 
and it may yet cost more. 

In each of these instances we used every reasonable means competent counsel 
could advise to protect ourselves from these risks, but for a company which 
must use new apparatus to get business, there is no way to defend against losses 
resulting from the Patent Office backlog. 

On the other side of the matter we have applications for — pending. 
When we saw a competitor copy our tool, as we recently did in the case of a mag- 
netic drill pipe inspection instrument, our desire was immediately to negotiate a 
license with him or otherwise to enjoin the competitor from using the instrument, 
which we spent thousands of dollars inventing and perfecting. But at this time 
our patent was still bogged down in the Patent Office. The patent has finally 
been issued, but that invention did not earn one nickel of royalties or offer our 
new business in a new inspection field any protection while the Patent Office 
sat on the application for patent. 

One final example: 

Many of our inventions relate to electronic arts. When we design a new instru- 
ment, we want to know whether it infringes any patents before we spend a lot 
of money producing it. But our attorney has advised us that classification is 
so badly muddled in the electronic arts, that it would cost more to perform a 
decent search than the information is worth. He says that the Patent Office 
Classification Division is so understaffed, it just can’t get the classification work 
done. Consequently, we can’t even search the patents that are issued at a 
reasonable cost, if the invention happens to fall in one of the many unclassified 
arts. We have the choice of making a multitnousand dollar search, or of running 
the risk of innocently infringing a patent. Either way, it costs us money. 

It is important to note that the problems of which we complain are not faults 
of the patent system, but only faults resulting from an excessive Patent Office 
backlog of work. 

If the Patent Office classification is up to date, and if the Patent Office is 
reasonably current in getting applications issued into patents, then all the risks 
of which I complain can, by appropriate precautions, be either eliminated or 
reduced to very modest size. 

The backlog is the thing that costs Tuboscope Co. money. This backlog can 
be cured only with a larger Patent Office examining corps. This costs money. 
Congress controls the money. 

We don’t know how much money it will take, but Tuboscope Co. asks you to 
find out and to give the Patent Office enough money to clear up its backlog of 
work. It hurts us and all other engineering firms every day that the backlog 
goes on. 


PATENT OFFICE 


Mr. Preston. Without objection, the statement of Mr. Harold E. 
Cole, who was unable to appear, will be inserted in the record at this 
point, 

(The statement is as follows:) 


STATEMENT oF Haroutp E, Coz, ReGisteRED PatTeNnt ATTORNEY, Boston, 
Mass. 


A bill on its way through Congress provides more than a billion dollars to build 
ships for the Navy, yet were it not for the patented inventions of many inventors 
the building of such ships would be impossible. 
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A mere $15 million is needed to enable the Patent Office to serve inventors and 
the public moderately well during the coming fiscal year. 

The Patent Office renders much public service free. It has the greatest library 
in the world of mechanical, electrical, and chemical information, ete., classified 
by subject. Hundreds used this library every day, and thousands use the weekly 
Patent Office Gazettes, yet the Patent Department lacks sufficient money to 
carry on its work, due to the policy of starving this branch. Employees are 
underpaid, working conditions are poor, and equipment is insufficient. — 

Usually an invention, if successful, has a commercial life of only a few years, 
and in most instances it takes almost that long to process a patent application 
and issue the patent, because the Patent Office work is so far behind. Conse- 
quently, as things are now, the inventor obtains little protection for disclosing to 
the public, at his own expense and effort, details of his invention in a patent. 

The small inventor and the small-business man are becoming the forgotten men 
in the field of mechanical progress. They are losing their interest in patents. 
They are entitled to better treatment, and this can be done by providing the 
Patent Office with sufficient funds to carry on its current work and do something 
more to help catch up on its work that has fallen behind. 

Until the service to inventors is adequate the matter of considering increases in 
Patent Office fees should be postponed. They are getting too little for the money 
they pay in fees. 


OPERATING DIFFERENTIAL SUBSIDY PAYMENTS 


Mr. Preston. I am in receipt of a letter from the Committee of 
American Steamship Lines which, without objection, will be inserted 
in the record at this point. 

(The letter is as follows:) 


CoMMITTEE OF AMERICAN STEAMSHIP LINEs, 
Washington 6, D. C., May 3, 1955. 
Congressman Prince H. Preston, 
Chairman, Subcommittee on Commerce and Related Agencies of the Appro- 
priations Committee of the House of Representatives, 


House Office Building, Washington 25, D. C. 


DEAR CONGRESSMAN PRESTON: The Committee of American Steamship Lines 
desires to be recorded in support of the President’s request for $115 million for 
operating differential subsidy payments in fiscal year 1956. 

The membership of our organization is comprised of 15 United States flag 
steamship lines holding operating differential subsidy contracts with the United 
States Government. 

Service under such contracts is provided on 29 world trade routes declared to be 
essential to the foreign trade of the United States. This service is maintained by 
281 American-built and American-manned dry-cargo and passenger ships. 

On all of the essential trade routes these American-flag operators are faced 
with intense competition from foreign-flag lines operating at substantially lower 
—_ based on generally lower economic standards than prevail in the United 

tates. 

American shipowners must charge rates for cargoes which are competitive with 
foreign ships and their lower operating costs. These rates are usually arrived 
at through conference agreemeats in which both American and foreign ship- 
owners have a voice. The foreign operator with his lower costs can operate 
profitably within this rate structure. But the United States shipowner with his 
higher operating costs based on American economic standards cannot maintain 
this competitive rate without Government assistance in equalizing cost. 

These costs on which parity payments are made are wages, subsistence, main- 
tenance and repair, voyage stores, and insurance. The largest single item is 
wages. In this respect it can be said that the parity payments are in effect paid 
to American labor through the operators. 

Payment of these cost differences based on the parity principle is a fundamental 
provision of the Merchant Marine Act of 1936. These payments do not guarantee 
the lines a profit nor do they insure him against loss. 

This Government program of support to American shipping incorporates a 
unique provision requiring that, when earnings permit, the companies pay back 
to the Government up to the full amount of the subsidy. This is the only Govern- 
ment aid-to-industry program with this unique recapture feature. nder it, 
very substantial sums have been repaid. 
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The Merchant Marine Act of 1936 which authorizes these payments to steam- 
ship lines contracting to serve essential trade routes was not quickly conceived 
or hastily adopted. Its passage was preceded by 2 years of the most searching 
investigation 

Since then, study after study and report after report have reaffirmed the basic 
wisdom and economic justification of the policies contained in that act. After a 
most thorough study the Maritime Subsidy Policy Report concluded, ‘Our basic 
national maritime policy is sound. Indeed, its objectives are so fundamental to 
the national interest that their attainment should be given primary consideration 
at all times.” 

Recently, in its report on the second supplemental bill, 1955, the Senate 
Appropriations Committee made this significant comment: “It is the opinion 
of the committee that when there exists an obligation of the Government incurred 
in accordance with law with members of the public, Congress should not take any 
action to abridge the payments due by failure to provide the funds fully to satisfy 
debts as promptly as payments can prudently be made.” 

The maritime industry is encouraged by the substantial progress made within 
the Maritime Administration in expediting and streamlining the procedures by 
which operating differential subsidy rates are determined. Existence of & sub- 
stantial backlog in the calculation of these rates has been for too long an embarrass- 
ment to the administration and a severe handicap to the operators. We realize 
also that it has at times created difficulties for the congressional committees 
dealing with these appropriations. The Maritime Administration is approaching 
the time when it can be reasonably current in the computation of operating 
differential subsidies. However, the improvement in administration of the 1936 
act can only be effective to the degree that the Congress appropriates the funds 
necessary to keep the Government equally current in its payments. The aura 
of uncertainty and of delay which has surrounded these payments must be removed 
if — and stability are to be restored and constructive long-range planning 
initiated. 

Furthermore, prompt payment of the Government’s obligations will reduce or 
eliminate substantial interest costs incurred by the lines that are forced to borrow 
money largely because of delays by Government which deplete working capital. 

The Committee of American Steamship Lines has just submitted a report on 
vessel replacement which the group was requested to make by the Maritime 
Administrator. This report furnishes an evaluation of some of the major problems 
confronting both Government and industry in dealing with the replacement of 
vessels to overcome block obsolescence and modernize our merchant fleet. 

The enormity of this problem is illustrated by the fact that in the 4 years 
1963 to 1966, inclusive, some 75 percent of the vessels of the present subsidized 
fleets will become overage. Net ship replacement cost to our member lines was 
estimated at $1.6 billion as of December 31, 1952. 

The financing of this replacement is complicated by the Administration’s 
insistence that the operators seek private financing of their mortgage requirements. 
The basic reasons underlying this emphasis on private financing have merit. 
Our member lines have recognized this and we have submitted recommendations 
to both the Congress and the Administration which would, in our opinion, make 
this a practical as well as a desirable objective. Unfortunately, the general 
impression that the steamship operators face a running series of accruing obliga- 
tions and overhaneing commitments with no definite status or stability is in 
itself the greatest deterrent to private financing of ship construction, as evidenced 
by the experience of our member lines currently planning passenger ship 
construction. 

One of the principal objectives of the Merchant Marine Act of 1936 is to give 
stability to our maritime industry so that our foreign trade and our national 
defense might be assured of the availability of an adequate merchant marine 
for peace or war. 

We respectfully suggest that such stability can be assured if appropriations 
are adequate to permit the Government to fulfill its contract obligations when they 
are due. 

In conclusion may we express our appreciation for the consideration given to 
our problems by your committee and request that this letter be made a part of 
the record. 

Very truly yours, 


C. C. MALuory. 


s 
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Patent OFFIcEe 


Mr. Preston. The Committee is in receipt of a letter from the 
Great Lakes Carbon Corp. regarding the Patent Office budget. The 
letter, without objection, will be inserted in the record at-this point. 

(The letter is as follows:) 


Great LaKEs CarRBon Corp., 
New York, N. Y., April 26, 1954. 
SUBCOMMITTEE ON DEPARTMENT OF COMMERCE AND RELATED AGENCIES, 
House Appropriations Committee, The Capitol, 
Washington, D. C. 


Sir: At the present time hearings are being conducted before the Subcommittee 
for Commerce of the House Committee on Appropriations regarding the appro- 
priation for the United States Patent Office for the fiscal year 1956. It is my 
understanding that the budget, as originally proposed, called for an appropriation 
of $12 million. 

During the hearing I would like to have this letter incorporated into the official 
record of the proceedings in lieu of reading a similar prepared statement to the 
committee. 

I am sure that the present deplorable situation in the Patent Office has been 
called to your attention. The number of examiners has, due to budgetary prob- 
lems, been reduced to a minimum and there has been a progressively increasing 
influx of new patent applications being filed in the Patent Office. The latter is, 
of course, due to the increasing intensity and complexity of the modern industrial- 
ization and increased horizons of scientific and engineering investigation. 

Since our economic well-being and security depend in great measure upon the 
ingenuity of United States citizenry, this being fostered in part by the patent 
system, I am sure you will agree that the situation in the Patent Office is far from 
healthy and borders upon the dangerous. As a practicing patent attorney, I 
have become increasingly conscious of the problems in obtaining satisfactory and 
prompt service from the Patent Office on inventions being developed by my 
client. All of my associates at the bar are having similar problems. 

In view of this it is most urgent that you and your fellow committee members 
give every consideration to representatives from ifdustry as well as to practicing 
attorneys during the forthcoming hearings, looking toward the increase of the 
presently proposed appropriation. It is my opinion that a minimum requirement 
for the Patent Office would be an additional $3 million, and this would only serve 
to keep the operations of the Patent Office on a current basis, and abreast of the 
present influx of patent applications. 

It is also my opinion that there should be a modest increase in the fees of the 
Patent Office so that the inventors who directly benefit, as well as the public, will 
share in the increased cost of improved efficiency. 

In the event that you should find it appropriate and timely, I should be pleased 
to be present at your hearings and appear as a witness should you so desire. 

Yours very truly, 


C. F. Peters, Patent Counsel. 


OPERATING DIFFERENTIAL SUBSIDIES 


Mr. Preston. I am in receipt of a letter from the American Presi- 
dent Lines with respect to operating differential subsidies, which, 
without objection, will be placed in the record at this point. 

-(The letter is as follows:) 

AMERICAN PRESIDENT LINEs, 
Washington 6, D. C., April 27, 1956. 
Hon. Prince H. Preston, 


Chairman, Subcommittee on Commerce, Appropriations Committee, 
House of Representatives, Washington, D. C. 
Dear Mr. Preston: December 16, 1954, the Maritime Administration in- 
ormed us that the Federal Maritime Board and the Maritime Administrator had 
huthorized the submission to the Congress, via the Bureau of the Budget, of a 
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proposed change in the language of appropriations of operating-differential sub- 
sidy, the result being mandatory deposit in special reserve funds of any operating- 
differential subsidy calculated against voyage expenses of a given year, but 
become collectible in a subsequent year as the result of failure of the operator in 
that subsequent year to earn 10 percent on capital necessarily employed as 
defined in General Order 71. 

As reasons for this proposal there were stated the belief of the Board Adminis- 
trator “‘that the provision in the appropriation language (Public Law 862, 80th 
Congress, and all subsequent appropriations of operating-differential subsidy) 
was an inadvertent departure from the concept and purpose of section 607 of the 
1936 (Merchant Marine) Act,’”’ and the alleged fact that this same appropriation 
language provides a “privilege or option not intended by the 1936 (Merchant 
Marine) Act.” 

In developing the bill which became Public Law 862 the House Appropriations 
Committee obtained the services of Edward A. Kracke, at that time a senior 
partner of Haskins & Sells, a nationally known and highly esteemed firm of 
certified public accounts. Mr. Kracke participated extensively in the devising 
of the new method of paying subsidy, including, we are informed, the exact 
wording of the bill. Few persons in the United States are as well equipped as 
Mr. Kracke to understand problems of subsidy, recapture of subsidy, and Fed- 
eral income taxes. The method which he devised is to this day commonly re- 
ferred to as the Kracke formula. It is our estimate that the Appropriations 
Committee was unusually well advised and that, in the absence of evidence to the 
contrary, one can legitimately assume that the Appropriations Committee made 
no mistake, inadvertently or otherwise, in the bill it recommended to the Congress. 

As to the “unintended privilege or ater. envisaged by the Board Adminis- 
trator, it appears to have been overlooked that the subsidy if collectible in the 
year of the related vessel expenses: 

1. Constituted earnings in excess of 10 percent on capital necessarily employed; 

2. Belonged to the United States; and 

3. Was required by the Merchant Marine Act to be deposited in the special 
reserve fund. 

This same subsidy under Public Law 862 and all subsequent appropriation 
acts becomes collectible, if ever, only in a year when: 

1. Including such subsidy there were no excess earnings, 

2. It belonged wholly to the operator, and 

3. On the cumulative basis provided for subsidy recapture, all or more than all 
excess earnings were already on deposit. 

Thus the language now proposed for the 1956 appropriations bill would defeat 
and obstruct a basic policy of the Merchant Marine Act, that to the extent an 
operator can earn up to 10 percent on capital necessarily employed, as very 
restrictively defined in General Order 71 of the Board, he is entitled to use such 
earnings for general corporate purposes. 

It is our belief that the provers deposit obligation would, if inserted in an 
appropriation act, amend the Merchant Marine Act in a manner unhealthy to 
private enterprise and contrary, to the public interest in the merchant marine. 
We request that such amendment be not made. 

We should like this letter to be made a part of your subcommittee’s record. 

Yours respectfully, 
ArtTHUR B. POOLE, 
Vice President and Treasurer. 


INTER-AMERICAN HIGHWAY 


Mr. Preston. I am in receipt of a letter from the American Auto- 
mobile Association, which, without objection will be inserted in the 
record at this point. 

(The letter follows: ) 


AMERICAN AUTOMOBILE ASSOCIATION, 
Washington 6, D. C., May 5, 1956. 


Hon. Prince H. Preston, 
Chairman, Subcommittee on Commerce and Related Agencies 
Committee on Appropriations 
House of Representatives, Washington 25, D. C. 
- Dear Mr. Preston: Reference is made to the letter of the President dated? 
April 12, 1955, transmitting a proposed supplemental —— for the fiscal 
year 1956 for-early completion of the Inter-American Hi 


ighway. 
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The President’s request is contained in House Document 126, 84th Congress, 
ist session, and is for an amount of $69,230,000, in addition to the original estimate 
of $5,750,000, making a total request for purposes of completion of the Inter- 
American Highway of $74,980,000 for fiscal year 1956. 

The American Automobile Association, consisting of over 777 affiliated motor 
clubs and over 4% million individual members, heartily endorses this request and 
urges your subcommittee to give it early and favorable consideration. This 
association for many years has gone on record in favor of early completion of the 
Inter-American Highway, with proper safeguards, considering it to be a project 
in the public interest and one which, in the years to come, will bring manifold 
returns on the original investment in the form of improved economic, cultural and 
political relations with our neighboring republics. 

In this connection, at it last annual meeting, held in Detroit, Mich., on October 
20, 1956, the association, through its democratic procedures, went on record as 
follows: 

“The American Automobile Association reaffirms its position that the Inter- 
American Highway should be completed as far as the Panama Canal at the earliest 
feasible date. 

‘“‘However, in order that the future of the highway as an artery of international 
commerce and an instrument of hemispheric defense be assured, the association 
urges the setting up of the following standards before any further substantial 
commitment of the United States funds is made: 

“(a) That firm agreements providing for the maintenance of the highway after 
its completion be negotiated. 

“(b) That the full use of the highway will not be impaired by border restrictions 
or other prohibitive regulations. 

‘‘When these conditions have been met in all countries through which the high- 
way passes, the AAA recommends that the Bureau of Public Roads be the agency 
to represent the United States in administering this country’s part in the highway 
construction program.” 

It is understood that the request presently before your subcommittee is for an 
appropriation, and that availability of this money will be conditioned upon the 
enactment of authorizing legislation during the 1st session of the 84th Congress. 
It is also our understanding that the Committees on Public Works in the House 
of Representatives and the Senate, respectively, have jurisdiction over the sub- 
stantive provisions of the legislation which would authorize this expenditure, and 
that, consequently, our views relative to such substantive matters should be placed 
before those committees. 

This association, therefore, urges favorable consideration of the President’s 
request. 

Sincerely yours, 
AnpDREwW J. Sorpont, President, 








APPENDIX 





(The following information was requested on p. 675 of the hearings:) 


EXPLANATION OF MATERIALS SUPPLIED 


The follov ing material is submitted in response to a request from Mr. Thomas 
for a desription of each of the surveys and publications, the number of people 
working on each and the nunber of copies issued, and related requests from 
Mr. Preston as to t'e quantities soldand from Mr. Bo as to t'e in‘ entories of 
publications on hand. The information presented relates to the regular current 
work of the Bureau financed from te appropriation ‘“‘Salaries and expenses’’ and 
excludes t' e periodic major censuses, ser ice v ork performed for ot .er azencies 
on a reimbursable basis, or for priate parties t' rouzh trust funds. Tle infor- 
mation is generally co™.parable to the sunmarv information furnis ed t' e com- 
mittee in t'e 1954 budget | earings w) ish indieated a total of 119 recular and 
recurring reports in fiscal 1953. The present information a's» includes special 
and irregular reports and publications issued during t!e past vear. Such reports 
are marked vit an asterisk (*). Tie specific subject, quantities, ete., of such 
reports vary from year to year. Tley generally are of an analytical nature 
based on byproduct information of the recu'ar surveys and other sources, and are 
not the subject of independent collection of data. 

Many of the figures are approximated frovr. best available information, such as 
number of copies stld whiel is cor puted from nu™ber of issues times nu'y.ber of 
current suts:riptions, and nu™ber of pages printed which is computed from the 
average number of pages per issue tit es total ecpies of t!e print crders. The 
number of pers»ns * orking represents the avera ‘e number on an annual basis 
directly charged to the various surveys, in mcst cas°s from actual man-hour time 
reports, in others from the number of persons regularly assigned, and in a few 
approximated on an average salary basis when dollar figures are aveilable but 
not man-hours or persons. The nuyrber of persors reported for individual 
surveys generally exclude general administrative staff, serviee and executive 
persons, but such persons are included in the program totals for the several subject 
are’ s. 

The material is presented in four parts: 

1. Policy on pricing and distribution of census publications. 
2. Summary of the publication data. 

3. Detailed publication data. 

4. Description of census programs and surveys. 

The summary of the publication data and the detailed publication data relate 
to the last complete year (fiscal 1954). The description of census programs and 
surveys and average persons working relate to the current year and the budget 
year 1956. The term “program” refers to the basic subdivision of the budget 
justification material (items 1 (a) through 1 (g) on page 105 of the justifications) 
for substantive work programs, excluding the service and administrative items 
1 (h) through 2 (e) on page 105. 


Part 1.—Policy on pricing and distribution of Census publications 


The act of December 19, 1942 (5 U. 8S. C. 606) authorized the Secretary of Com- 
merce to establish reasonable fees for publications furnished to individuals, cor- 
porations, associations, or others, except Government agencies. When a report 
or publication is prepared at the specific request of and for the special benefit o/ 
particular individuals, corporations or associations, the full cost of the work in- 
volved is recovered, including whatever special compilation and collection costs 
are involved. It is the policy of the Bureau to perform such special services and 
prepare such special reports when the regular work of the Bureau is not interfered 
with, and approximately $1 million per year of such services are rendered, includ- 


974 


ae 


oe 2 =e & ees Se OR eR 


oa 


oh ct ey 


Ono 





975 


ing age search and special censuses which comprise most of the total. Under 
authority of the act of May 27, 1935 (15 U. 8. C. 189a), amounts collected for 
such reports and services are used to pay the salaries and other expenses of the work 
involved and to deposit into miscellaneous receipts of the Treasury a percentage 
representing general Government overhead. 

For the reports and publications prepared from the regular work of the Bureau 
financed from the regular appropriations a different policy is followed. The 
theory underlying this policy is that since the general public is financing the cos¢ 
of the work through general taxation, it is in the public interest to make th 
information generally available. Under this policy free distribution is permitte 
to Members of Congress for their own use, Federal, State, and local governmen 
agencies, the press and other media of public information, public libraries, schools* 
nonprofit research groups, and cooperators and respondents whose cooperation, 
has been beneficial to the work of the Bureau, and to appropriate foreign countries 
and international organizations. Except for copies placed on the press table of 
the Department of Commerce, however, it is the policy that no copies be furnished 
unsolicited even to those entitled to free distribution. All other persons or 
organizations pay a price which covers the cost of printing copies beyond those 
required for official purposes, including the cost of handling and mailing, but not 
the cost of collection and compilation of data and of setting up the presses. This 
policy, therefore, is premised on the view that it is in the public interest to pay 
from public funds the cost of the information in a form that can be used by the 
Government itself, the press and other basic media of public information, and 
certain others excepted on a publie interest basis, but to charge for the special 
service of furnishing the data directly and promptly to a private individual or 
organization. 

Except for a few publications specifically required by law to be furnished free, 
all of the reports and publications of the Bureau have a price set at time of printing. 
The price is set by the Superintendent of Documents for all publications offered 
for sale by him and it is the policy of the Bureau to offer all of its publications for 
sale by him. The majority of the reports not sold through the Superintendent of 
Documents are the current monthly and quarterly reports averaging four to five 
pages in length and usually issued in press release form. The setting of prices of 
such reports follows the general basis established by the Superintendent of 
Documents. 

The following of a policy of pricing and distributing census reports to recover 
the full cost of Bureau operations involves a number of very fundamental and 
complex cuestions, including the value of census data to the Government itself, 
the legislative and administrative responsibilities of the Superintendent of Docu- 
ments, the application and enforcement of copyright laws, as well as an extensive 
study of what best serves the public interest. At present the number of copies 
of publications printed and distributed by the Government, whether free or 
paid, is no realistic measure of the actual distribution and use of census reports. 
For example, a banking organization on the west coast has advised that they 
use the Advance Retail Sales Report of which the Government prints a total of 
1,800 copies per month to prepare a monthly bulletin of business conditions in 
their area, which bulletin is distributed to anyone who wants it free of charge, at 
present over 23,000 each month. This organization feels that it should receive 
its copy free in view of the use to which it is put, but under our policy must 
continue to pay for it. Their use is typical of the use by trade associations, 
farm groups, and similar organizations. A copy of the Bureau of the Census 
Administrative Manual Chapter K-—4, Policy and Procedures for the Printing, 
Pricing and Distribution of Census Bureau Publications is submitted for 
information of the committee. 


61922—55——63 
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Part 2—Summary of publication data 


[Amounts in thousands] 

















Number | Number | Number 

By program ofreport-| of copies | of pages 

ing series| printed | printed 

Business statistics............-. 6 130.4 | 1,061.5 

Industrial statistics... _....---- 62 714.3 | 2,794.2 

Agriculture statisties_-_-_.-_---.-- 4 34.9 349.7 
Foreign trade and shipping 

I he Tiitse hdc ack 18 371.3 | 11, 564.2 
Population and housing sta: 

Ge oe ree ak co cacc cece 4 220.9 2, 371.8 
Government statistics___._____- 14 44.7 1, 737.5 
Statistical abstract and en 

ie idiidnbacesucenaes 6 56.5 | 2,281.4 

i iii te ah tnd atti 114 | 1, 573.0 | 22, 160.3 


Number | Number 
of copies | of pages 
sold so 


16.6 157.5 
145. 7 571.8 

1.0 55.8 

87.9 | 5,208.2 
13.5 257.3 

3.8 288.9 

23.1 1, 592.0 
291.6 | 8,131.5 











Inventory 
Census, GPO, 
May 2, | June 30, 

1955 1954 

11.3 2.5 

I 

5.9 3.6 
75.6 48.3 
59.3 4.5 
7.3 4.9 
12.9 8.6 
| 271.6 72.4 


Nore.—Related series of special reports, certain indexes and code manuals, and other reports (such as 
report of cotton ginned by States) actually issued as separate reports are consolidated in the figures above. 


Counting these as separate reports, month] 


reports as 12, etc, would result in total issues for a year of 


about 860 individual reports published under the current program. The figure of 119 indicated in the 
testimony as “‘last year’’ actually covered the fiscal year 1953 estimated as about March 1953. 


Part 3—Detailed publication data 


[Amounts in thousands] 


Program 


BUSINESS STATISTICS 


Monthly survey of retail trade: 
Advance report on retail trade__.._-_- 
Regular monthly report. -_---...-.---- 
Monthly survey of wholesale trade: Reg- 
Uber maciiariny POUON............. 2. <n ce ns 
Canned food survey: Report of distribu- 
CO CI sais snk died h edd aapb he 
Used car survey: Reports not yet pub- 





Na a ee a a gee gered 


Survey of retail inventories: Reports not 
yet published 
Annual survey of retail trade: Annual 
DUONG | siden hd enn daenes cade easanee 
Transportation statistics: Report of test 
survey of truck inventory and use_----- 


INDUSTRIAL STATISTICS 


Monthly surveys: 
Flour milling production, stocks. ---_-.- 
Confectionery sales, value, 
Wool consumption and stocks 
Cotton and linters, cussumptian, 
OTE, cc ccte bcancddnecisnscetasies 
Cotton spindles in place_....-.-..---- | 
Men’ s apparel, pono of cutting ----_} 
Women’s, misses, and junior’s outer- 
wear, production by price line, 
eR ee ee 
Shoes and slippers, production, ship- 
RR esse ieedine ake ole ann genie 
Softwood plywood, production, ship- 
ments, log consumption Rthck antes | 
Red cedar DT cnn ciccho omnes ahead 
Pulp, paper, and board production --| 
Inorganic chemicals, production... --. | 





See footnotes at end of table, p. 980. 





Estimated annual amounts based on 
last complete year 


Number 


of copies | of pages 
printed printed 
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Number | Number 
of copies | of pages 
sold sold 

, | 
0.1 | 0.1 
9.9 128.7 
5.1 | 20.4 
if 2.8 
8 5.5 
16.6 157.5 
1.5 3.2 
14.6 31.5 
3.4 14.6 
3.2 12.8 
2.3 2.3 
3.0 7.5 
2.7 9.7 
3.2 | 6.2 
a3 6.3 
.6 -6 
6.6 52.7 
10.5 | 61.8 


Inventory 





Census, 
May 2, 
1955 


GPO, 
June 30, 
1954 





~ 
vs 
we 


M 
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Part 3—Detailed publication data—Continued 


| 


| of copies 


INDUSTRIAL STATISTICS—continued 


Monthly surveys—Continued 

rphosphate, production, receipts, | 

shipments 
Paint, varnish, lacquer, production 

and sales 

Fats and oils, production, consump- | 


Fats and oils, warehouse stocks 
Margarine, production, shipments 3___| 
Clay construction products, produc- | 
tion, shipments | 
Asphalt and tar roofing and siding | 
roducts, shipments 
Glass containers, production, ship- | 
ments, stocks 
Iron and steel foundries and steel 
ingots, products shipped and ma- 
terials used (joint report with 
Bureau of Mines) 
= - — casting, shipments by 


consumed 
Nonferrous castings, shipments 
Aluminum and magnesium products, 
shipments, receipts 
Heating and cooking equipment, 
shipments, stocks 
Steel shipping barrels and drums, 
shipments, stocks, orders 
Closures for glass containers, pro- | 
duction, shipments-_--_--......------ | 
Metal cans, shipments 
ro umps, shipments 
t and aircraft engines, ship- 
“ae (joint with CAA) 
Truck trailers, production, shipments_| 
Quarterly surveys: | 
Cotton broad woven goods, produc- 





= broad woven goods, produc- 
t l 


Knit underwear and nightwear, pro- | 
duction, shipments 
Hardwood plywood, shipments 
Plumbing fixtures, production ship- | 
ments, stocks 
Fans, blowers and heaters, orders | 
booked, shipments 
Electric lamps, production, ship- | 
Construction machinery, shipments--| 
Aircraft, engines and _ propellers, | 
backlog of orders 
Tractors (except garden types) pro- | 
duction, shipments 
Semiannual surveys: Aircraft propellers, 
shipments 
Annual surveys: 
Cotton and synthetic woven goods 
finished, = 


Tatted textile products, sales, pro- 
duction, fabric consumption 
Gloves and mittens, production 
Knit outerwear, production, 
ments | 
Women’s and children’s woven fabric 
underwear and nightwear, cuttings, 


ship- 


Girl’s, children’s and infant’s outer- | 
NS EEE Te 


See footnotes at end of table, p. 980. 


Number 


Estimated annual amounts based on 
last complete year 


Number | Number 
of pages | of copies 
printed | sold 


| 
} 


Number 


printed sold 


| 
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of pages | 


Inventory 


Census, 
May 2, 


1955 


GPO, 
June 30, 
1954 
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Part 3—Detailed publication data—Continued 









































Estimated annual amounts based on ; 
last complete year Inventory 
Program | l ] - 
Number | Number | Number | Number | Census, | GPO, 
of conies | of pages | of conies | of pages | Mav 2, | June 30, 
printed | printed sold sold 1955 1954 
INDUSTRIAL STATISTICS—continued ; 
| 
Annual surveys—Continued 
Household furniture, shipments, 
stocks. ___- ie ol 1.4 21.0 2 3.0 54.5. 
Refractories, production, shipments, 
a en. el a acs aie 1.2 2.4 1 is es 
Pressed and blown gl: ussware, ship- 
ments __- 1.4 2.8 3 .6 © Ai ans 
Steel mill products, ‘production, ety 
ments, consumption 3 12.0 8 2.0 ie Beast... 
Steel power boilers, orders booked.. 1.6 3.2 2 of A Dinitcialas \ 
Internal eombustion nee, ‘ship- 
ments... “a ‘ 5 15.0 2 Sissies 3... 3 
Machine tools, shipments---_--- - - 1.9 a ae | a 1.8 bax 
Metal working machinery (except 
machine tools) shipments. ---.------- 1.4 8.4 oa 1.2 Dike nsdne 
Farm machines and equipment, pro- 
duction and shipments. .-- 2.6 20.8 .3 2.4 OE iiietads 
Radios, television, and phonographs, 
alle an aE Salle 1.0 BG Bitanccomealons aes! > Wp Ge. 
Mechanical stokers, ‘shipments. ‘ Ae 3.3 2 6 1.6 ase 
Retrigeration equipment, shipments. - 1.9 11.4 am 1.2 eS < 
NE ci iniindiascinhinapipteceoiced 714.3 | 2,794.2 145.7 571.8 9. 4 0 
AGRICULTURE STATISTICS 
Survey of cotton ginnings: 
Current reports of ginnings (issued in 
2 series of seasonal reports and 2 
series of annual reports of ginnings 
compared with past 2 years, in sum- 
mary, by States and by counties) --- 24.6 DG Be ce ciect nen nanan SO OA o.. 
Consolidated cotton report (joint re- 
port with Department of Agricul- 
ture, summary of ginnings, indi- 
cated yield, acreage, etc., at selected 
MOU IINNONIE SE ok ones dedsnnneed 5.0 iO tAeceksh. cs .2 = 
Cotton production and distribution 
(comparative summary of past year 
with all prior years, United States 
and world, production, consump- 
tion, exports, imports, cotton and 
cotton seed products) .....-.-.------ 2.7 218.7 4 32. 4 1.4 1.6 
Cotton production in United States 
(comparative summary of produc- 
tion with past years, State data with 
percentages and rank, active and 
idle gins, gins by counties, com- 
parative production through speci- 
SOR i ickendinbetinonaeanatnatttithanichcntd 2.6 101. 4 6 23.4 1.9 1.8 
DI. tac nengctinlsoncantpdalonnessi 34.9 349.7 1.0 55.8 5.9 | 3.6 











FOREIGN TRADE STATISTICS | 
| 
| 
| 
| 
' 





Foreign trade: 
Foreign trade notes.--..---.------ 73.2 878. 4 (4) (4) 9.3 
Quarterly summary of foreign com- | 
merce of United States_- 5.5 247.5 1.6 72.0 1.3 6 
Bunker oil and coal laden in United 
States . 5.0 10.0 3 | 6 #3. “ 
Preliminary export and import totals. 17.4 | 17.4 3 3 | Wea de lib n. ‘ 
SD ccnnapceswaan scan bien 17.8 | 35. 6 1.6 3.2 | 1.7] 
Trade by commodity ..........-..--..- 18.0 144.0 2.2 | 17.6 | We pepescs ce 
fn eee eee 18.0 72.0 2.0 8.0 | RG naan 
‘Trade by customs district......-.----. 9.6| 19.2 7 1.4 | 1a |. 
Exports: 
Commodity by country of desti- | 
nation. _-- 63.4 | 6,513.6 | 35.5 | 3,601.1 20.3 3.4 
Country of destination by com- | | | 
SR sdb Oe a. cco Debmmnnea 16.6! 614.7 | 4.1) 150.0 | 5.6 2.5 


See footnotes at end of table, p. 980. 
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(Part 3—Detailed publication data—Continued 


| ; 
Estimated annual amounts based on 


last complete year Inventory 


Program 

| Number | Number | Number | Number | Census, | G. P. O., 

| of copies | of pages of copies | of pages | May 2, | June 30, 
printed | printed sold sold 1955 1954 





FOREIGN TRADE STATISTICS—Ccon. 
Foreign trade—C ontinued 
Imports: | 
Commodity by country of origin 
Country of origin by commodity | 
Trade in merchandise and gold and | 
silver with Territories and posses- 
sions 
Gold and silver movements (weekly, 
monthly, annual)- 
Indexes, codes and classifications. - -- 
Vessel shipping: 
Vessel entrances and clearances: 
Annual.---- 
Summary of w aterborne foreign trade 
(monthly and annual) 
Foreign waterborne commerce, an- 
nual review 5 40. 


A, 564. ¢ 








POPULATION STATISTICS 


Ourrent population survey: 
Monthly report on labor force___-_---- 
*Supplemental repo | 
(The basic monthly labor force | 
sample is used from time to time 
to collect supplemental data re- | 
lating to the labor force and other 
population subjects or character- 
istics.) 
Estimates and projections: *Popula- 
tion estimates 
(Estimates and projections of 
pulation of the United States, 
or States, Territories, age, sex, 
and other groupings and for 
selected dates.) 
*International population statistics 
reports 
(Reports summarizing impor- 
tant demographic data for foreign 
countries. Report on Poland 
issued in 1954, and reports for 
Yugoslavia in prior year.) 























GOVERNMENT STATISTICS 


Governmental finance surveys: 
State finances: 

Summary of state enemas 
ee 3 

Compendium of state. govern- 
ment finances_- ee a 

Finances of selected States_- 

*Special summary of State gov- 
ernment finances_- = 

*State payments to local ‘govern- 


City finances: 
Summary of city government 
finances-- 
Compendium ‘of city gov ernment 
finances -- 
Total government finances: summary | 
of governmental finances 
Governmental employment: 
State distribution of as ew 
ment... | 
City employ ment.___- 
Public employment in (month) -- 








See footnotes at end of table, p. 980. 
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Part 3—Detailed publication data—Continued 


Estimated annual amounts based on 


last complete year Inventory 


Number | Number | Number | Number | Census, | G. P. O., 
of copies | of pages | of copies | of pages | May 2, | June 30, 
printed | printed sold sold 1955 1954 


GOVERNMENT STATISTICS—continued 


Governmental units: 
Special district governments 
United States 
Local government structure in United 
GES cheba c aka cccsscccdecasueeus at 
Local government in metropolitan 


STATISTICAL ABSTRACT AND SPECIAL 
REPORTS 


Statistical abstract of United States 
Catalog of U. S. Census publications 
Special reports: 
*Publications on foreign countries 
*Raw materials in United States 


23. 1 | 1, 592.0 | 12.9 | 


! Relates to data collected in prior fiscal year. 
2? Converted from monthly to annual in fiscal year 1955. 
3 Discontinued in fiscal year 1955. 


Part 4—Description of census programs and surveys 


The basic general statutory authority for current census surveys is contained 
in title 13, United States Code, section 181, as follows: 

‘“‘The Secretary may make surveys deemed necessary to furnish annual and other 
interim current data on the subjects covered by the censuses provided for in this 
title.”’ 

Certain programs (cotton, fats and oils and foreign trade) are governed also by 
special statutory authority. A summary of the legal authorities for census sur- 
veys is submitted for the use of the committee. ! 

In addition to budgetary reviews and reviews by outside advisory groups, each 
survey involving the collection of data is subject to review by the Secretary of 
Commerce and the Bureau of the Budget. The review is for the purpose of assur- 
ing authority and necessity, reasonableness from the point of view of the individual 
or concern that furnishes the data, and value from the point of view of the user 
of the result, in terms of content, quantity, and frequency of issue, and also assur- 
ing that there is no duplication of other generally available statistical information. 
The clearance with the Office of the Secretary is governed by Administrative 
Order No. 201-1 and with the Bureau of the Budget by Circular A—40. In addi- 
tion, each publication project is separately reviewed by the Secretary of Commerce 
through a procedure described in Administrative Order No. 201-2. Illustrative 
copies of Standard Form No. 83 of the Bureau of the Budget, Request for Clear- 
ance, and Form CD-27: Publications Project Clearance Sheet, are submitted for 
information of the committee. 

A brief description of each of the substantive work programs and surveys of the 
Bureau follows: 





a ae 


Average number 
working 


1955 | 1956 


Bee I sii cetesttiiies ng iicieapiccnainmcpeneiannit bisa Sg suskind oo i 165. 7 186. 3 

The business statistics program provides the annual and other interim 
current work of the Bureau on the subjects covered by the censuses of whole- | 
sale, retail and service trades and transportation. The current reporting 
series furnish key indicators of business conditions through data on sales and 
inventories in comparison with prior periods. Sampling procedures are used 
for all annual reports. The reports work is conducted through the following 
surveys (or major components): 

a retail trade survey : ie : 

Through monthly reports collected from about 24,000 representative 
retail stores, dollar volume estimates are prepared of total sales of all retail 
stores in the United States, and total sales for about 30 of the more important 
kinds of businesses. An advance report of preliminary figures is issued 
within 10 days after the close of the month. 

Monthly survey of wholesale trades 

Dollar volume estimates of sales and inventories of all merchant wholesalers 
in the United States, and for about 40 of the major lines of trade reported 
monthly. 

Canned food survey 
Estimates of distributors stock of canned goods published for 5 selected 
dates during the canning season. 
Used car survey 
Number of cars held by used car dealers at the end of each calendar month. 
Survey of retail inventory 
‘ollar volume estimates of inventories for retail stores. 
Annual survey of retail trade 

By supplementation of the monthly sample with additional questions at 
the year end, provides data on the number of establishments, comprehensive 
coverage of inventories, and credit sales outstanding at end of year, and total 
sales for the year by regions and more important kinds of business. 

Transportation statistics 
© regular reporting or survey work is conducted under this part of the 
program, the objective of which is to study and test methods and sources of 
data leading to more comprehensive statistics on transportation. 
Industrial statistics | 

The industrial statistics program provides the annual and other interim 
current work of the Bureau on the subjects covered by the censuses of manu- 
factures and mineral industries. The current reporting series furnish the 
country’s chief source of up-to-date information on the output of manufae- 
tured products. The Bureau maintains a current mailing list of important 
manufacturing concerns and selects from these lists panels to which report 
forms are mailed. The data summarized in these reports are not available 
from any other governmental or private organizations. The results are pub- 
lished in a series of facts for industry reports and a general manufacturing re- 
port on the annual survey of manufactures. 

Facts for industry survey_-_-------- Sees eS A ibbtthd Male Sate a ected eorrateiiatn Bet ke wis 

Information on production, sales, and in some cases stocks, materials con- 
sumed and orders booked for about 64 industry groupings. The more im- 
portant and urgently needed data are published monthly, and others on a 
quarterly, semiannual, or annual basis. 

Annual survey of manufactures 

In the years when complete censuses of manufactures are not taken, an an- 
nual survey of manufacturing is conducted to produce data on the number, 
industrial classification, size, and geographic location of establishments, and 
value added by manufacture, employment, payrolls and investment in new | 
plant — equipment. Physical quantities of commodities produced are not 
reported. 

Agriculture statistics 

The agriculture statistics program provides the annual and other interim 
current work of the Bureau on the subjects covered by the census of agri- 
culture. The current reporting series provides for the collection and com- 
Pilation of cotton ginning and production statistics. 

Survey of cotton ginnings 

Information is obtained from each cotton gin in the United States at 11 
selected dates during the cotton ginning season as to amounts processed 
from the current crop. From such information, reports of prior periods, 
and information furnished by the Department of Agriculture on acreage, 
& series of progress reports and estimates of the current crop in comparison 
with prior years are prepared, and at year end a series of analytical and 
pen w sad summaries for the United States, States, counties, and also world 
production. 


1 Not collected in fiscal 1955 in view of complete census. Proposed for fiscal 1956 for data relating to 
calendar 1955. 
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Foreign trade and vessel shipping statistics 313.0 
The foreign trade statistics program provides for the compilation of the 
official foreign trade statistics of the United States and for certain special 
data on vessel cargo shipments. This program is the source of export and 
import information used by the Congress and Government agencies in the 
formulation and administration of = in regard to the United States 
international economic relations. The statistics are compiled by summariz- 


ing information of millions of documents forwarded to the Census Bureau by 
the United States Bureau of Customs. The statistical data obtained from 
these processing operations are published in monthly, quarterly, and annual 


reports. 
Foreign trade statintlet. cic. soos ods seks Sacclsuaices pe asiisedessaé pivieatasivs 

Provides information on the kind, quantity, and dollar value of goods 
entering or leaving the United States. The information is cross-tabulated to 
provide data classified by country and commodity, commodity and country, 

ons aa custom district and port of entry or departure. 
pping 

Provides through retabulation of the data, vessel shipment data that reflect 
the weight and type of import and export cargo carried on American- and 
foreign-flag vessels, the foreign ports the goods are destined for or came from, 
the type of vessel used, and related data. 

Population and housing statistics 

The population statistics program provides the annual and other interim 
current work of the Bureau on the subjects covered by the decennial census 
of population and housing. The current reporting series provides for the 
collection and compilation and publication of monthly statistics on the labor 
force, the —— of estimates of current population, analyses of the 
growth and future population of the United States, and the development of 
procedures in the housing statistics field. The current population survey 
is taken monthly from a sample of households by our field staff throughout 
the country. 

Current population survey 

Monthly survey of seientifically selected sample of 21,000 households to 
produce official monthly estimates of employment and unemployment and 
characteristics of the labor force. Also provides current data on mobility of 
population, school enrollment, and work experience. The 1956 estimate 
proposes an expansion of the sample and a program to assure better quality 
and accuracy. 

Estimates and projections 

Compilation of the monthly estimates of the current population of the 
United States, analysis of the rates of growth and future population of the 
United States, preparation of annual estimates of population of each State 
and other related subjects. 

International population statistics 

General coordination and informational exchange on census techniques and 
problems with other countries and international organizations. Provides 
consultation service abroad and training services in the Bureau. 

Government statistics 

The Government statistics program provides the annual and other interim 
data on the subjects covered by the census of governments. The reports 
published under this program provide national estimates of total govern- 
mental finances, public employment and payrolls, and a compendium of 
finances of the State governments and large cities. Employment statistics 
and certain summary financial statistics are collected by mail question- 
naires. Detailed comparative financial statistics for the 48 States and the 
41 cities over 250,000 population are compiled by census representatives from 
the official records of these governments. 

Governmental finances surveys 

State finances: Compilation and publication of data for the governments 
of individual States cover (a) tax revenue by type of taxes (e. g. general sales 
taxes, gasoline taxes, motor vehicle licenses, etc.) and nontax revenue, such 
as charges for services; (6) expenditure by function (education, highways, 
public welfare, etc.) and character (operation, capital outlay, interest on 
debts, etc.); (c) debt outstanding issued, and retired by character, type of 
obligations and purpose; (d) other related data. 

City finances: Compilation of data similar to that obtained in the State 
finance survey for approximately 500 cities over 25,000 population. 

Total government finances: From data abstracted from the Budget of the 
United States and from the reports on State and city finances, plus a small 
sample of other loeal governmental units, provides national estimates of 
revenue, expenditure, debt, and related data, by type of government. 

Government employment 

Number of employees and monthly payrolls by type of government and 
by function in the form of estimated National and State totals for the month 
of October. 

Governmental! units 

Although not a survey in the usual sense, this part of the government 

statistics programs maintains up-to-date information on the number and 

. structure of local government units, including school districts, special authori- 
ties, and other bodies in the various States. Special reports on the struc- 
ture and change of local governmental bodies are prepared from time to time. | 
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Biennial survey of local government finances 7e ; 17.9 
This survey aa for fiscal year 1956 will supplement the regular 
reporting program by enlarging the sample panel of smaller cities, counties, 
ete., so that State statistics on finances (revenue, expenditure, debt, and 
assets) of all local governments in each State can be reported. 
Statistical abstract and special] reports_---------.----------------- eee ee 
This program provides for the compilation and publication of general re- | 
ports extending beyond the scope of other specific subject areas, for establish- 
ment of publications policy and standards, review and clearance of publica- 
tion programs, maintenance of census catalog of publications, and related 
activities. The Statistical Abstract of the United States and the Catalog of 
United States Census Publications are annually recurring publications. 
Other reports are prepared at irregular intervals, including a county and 
city data book and a county business patterns report. 
Stutiiiions A hatract Gf Ge Umie BaRGOe on. oan nnn ain cnc meniencesscee 
Published annually since 1878, the Statistical Abstract is the standard | 
summary of statistics on the industrial social, political, and economic | 
organization of the United States. It includes a representative selection of | 
data from most of the important statistical publications, both governmental | 
and private. Emphasis is given primarily to national data, with data for 
States and regions presented to a lesser extent, and for cities and other areas | 
only in a small number of instances. 
Catalog of United States Census Publications 
The catalog is designed to give users of published census statistics a direct | 
method of locating needed information. It is published quarterly and | 
cumulated to an annual volume listing and describing all reports published | 
during the year including special reports financed by private groups. | 
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